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CALUTHONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This annual repon on Form 10K contains forsan] Jooking statements mads pursuant to the saife hashor provisions of the Privare Scoanties Lingston Reform
Act of 1995 under Section 27A of the Securties Act of 1933, as amended, and Section 21E of the Securities Exhange Act of 194, as amended. Fornand-lookng
ststements mclude statemynts with respect 10 our beliefs, plans, objectives, goaks, expey Wipations, sssEnplions, intentions and Euture
perfomunce, and involie known and unknown risks, uncemantics and other actars, which may be bevond our control, and which muy cause oar actual results,
peromunce of achiovemonts 1o be muterally differen from future nesuls, perfarmmnge of achieveenents oprosdd of irplod by such foreand-dooleg staenuais, All

ather than of wal fact ase that coakd be forwanl-lookng statements, You can identify these Forwand-koking statements
throagh our use of words such as “mwy,” “can.” “anticipate.” “assume,” “shoakl” “ndicate,” “would,” “heleve,” “comtenplate.” "expect,” “seek” “cstmmmie,”
“gontinee.” “plan,” "pomt to," “projecl.” “predact.” “could” “intend,” “tangel.” “potemial” and other sk words and expressaons of the Ratane.

Thiere are a namher of impartant Sctors that could cause the sctual results o differ materially from those expressod m any forward-koking statomest mode
Iy s, These factars mchade, bat are not lmited to:

- ot back of operating history:

- thie expectation that we will meur s perating kases for the fo bike fistuse and will need sggnificant addiional capaal,

- wur curren] and Future capital g o suppor our devel and L efforts for our product candadates and our abilty 1o
satify our capital evds;

W our depoadienice on our product candadates, which are still m poccbmical or carly stages of clmacal devdlopment;
. wur shility 1o scquire suflficient quantties of mw mubemal needed 1o mumufacture sur drg prodac,

»  our or that of our thind-pamy ability 1o factune cCMP of sur produect candidsics a3 required For pre-clmical and chnical
truki and, sub by, i ity b wal quaniitics of our product candudates:

- our abilily fo conplele required clinical triaks for our product candidaies and oblam appeoval from ile FIW or other regalatony agencies m diffenent
Jarmdictions;

»  ourbsckofa saks and musketmg srgancation and our abily 10 commerciska our product candadates if we obtain cegulstony spproval:
*  ourdependence on thid-pariics o munlaciure our product candidates;

- our refancy on thind-party TROs to condact our climical triak;

. eur ahiliiy io mumiam or procect the vabdity of our miellectual propeiy:

o ourshiiy 1o b diy develop mew ions snd ¢ Bectus] propeity;

. miterpectations of cumont liws and the passages of future ks
- accoptance of ot buginess modd by nvestans.

- thi socurscy of our estemates regarding expensos and capital requiremints; and

- wur shility to ad By support | and business growth.




Lnbile of Comigits
The foregomng docs nod repecsent an exhaustive ki of meifens that pey be covered by the forvand-koking sialenenis contamed herem or mk Bctors that

we are fced with that muy cause our actual resulls wo differ from thase anticipated in such foraand-loling statements. Please soe “Pan F—lem 1A—REk Factors™
Tor addrwnal ks which could adversely inpact our busmeis and fnanciul perfommuance.

Al forwerd-lnoking statements are expressly qualified m ther enteety by this comtonary notice. You are camtioned not 10 plige undue relance on any
Torawnd-looking statenents, which spesk only ss of the date of this repon or the date of the document mcomported by relerence ko this repost, We have ao
oblgaton, and epressly disclaim any oblpaton, to update, reveg of somect sy of the Baraand ook g stataments, whether as & nesul of new sformtion, Sature
events of atherawe, We have opressed our expectabons, bebiefs and projections in good faith and believe they have a reasonable basis. However, we cannod assane
you that cur expectations, bebefs o projections will resuk or be achaeved or scconplished.




FARTI
TIEM L. BUSIVESS
Al references @ ths repoat 10 Dermata,” the “Company.” “we,” “us.” or “our” sxan Dermats Th I, and its subsadisncs unless sisied otherwise or the
conted olheraise milicates
hervdew

We are a bite-slage modical demmitology conpany fecased on demtifymg, developing. and commenalang innovative phammcoutical product candadates for the
trcatmnt of medical and sestheis: skn conditions and discases we bebeve mpresent significant mudket oppotunilics,

Dermatological diseases such as acne vulgans {or acpe), proriasis valgans {or psoriasis ), byperhidnosis, and various sesthetic indications, affect millioes of people
worlduade cach year which may pegmively Epect thor quality of ki and emouional I-hn; thlhmmmlvkmmmmmhrmm
mdxcations on the murket, we bebicve that most have : diawbacks, nhed d cificacy, apphcaton rogimens and varymg
negative side effects, all of which we beliove kad to decreased patient complance. A maporily of these indwations ane firsl treated with lopical thempy, however,
many paticnits frequently switch treatnents or discontinee treatmest altogether dug to patient dissatinbetion. This & primurily due to slow and modest rspoase
rates, early omset of negative side effects, dally application schedules and long duration of therapy. Given the Bnitations with current topical therapies, we believe
there i a significant oppartunity 1o addres the noods of Fustrated paticnts searching for topical pmducts that satsfy ther dermmtologacal and bicsiyk nocds.

Oyr o product candidates, DMTII0 and DMTAI0, both mcomponte our proprciary, melificeted, Spomgillo lechnology to topically tneal o wm;.' all
dertrmtological conditons, m:wmmw e deriviad from & natueally grown feshwater spospe, Spongilia facwtrie or Spomgifla, whach & processed mio
a povwder that & mowd with a uklisng agent pivar o application 1o form an casily applicable paste. Spvmpilia i a unigue freshwater sponge that only
|mm m commencial quanisies | select regions of the world and under specilic envirenmenial conditions, all of which grve 8 s distmctive andimicrobil, ante

v, and mech 1l &3, The comhination of these ew | comddions, the prapaciary harveating protocobs developed with our ewlave
supphet. and cur post-harvest mumﬂmﬂmﬂwﬂ a phammceutical prodisct candulate that eptimees wmulmb as well as the chomcal
components of the sponge to oreale a prodeo candsdate with maltiple mechansms of sction for the of B L and aesthetic
applcations.

'ﬁ':bchcnrwﬂamhmhﬂphhmdnﬂkunnd:vcbpmdhnﬁiwmphmdmmpwdxmhum-bkhuwdmw&chm
n[ﬁmwmhdlmhlmﬂwﬂﬂm We bebeve the combmataon of Spamgilia’s
(which we heleve have . in-vitr, antiemcrobial and anti sk add B the veratility a{w.ﬁmxﬂ'ﬁr lﬂhnh'y pHﬁ:lln'l
effectiveneas as a singulbis prodect, in the teatment of a wids vanety of nedical skin dscases bl acne and prosiasis. Wi ako belbeve the mechanical propertics of
our Spowgilla technology allows for the miradermml delvery of a vansty of lage molooulkes, ke botalmun launs, manocknal antbodics., or demml fillrs, o laget
treatment sites, theoaph (opical spplication witheut the need forneedles.

O Jead producy candadane, DMTIN, & moended o anilee our Spoeille techrobigy for once weeldy teatnuet of o varety of skin discascs, with our mitil focus
being the teatnal of acne vulgans, which hat a US, podkel st of approsimacely 50 millon pateents. Wo have recontly mitsed o Phase 3 program of DMT3I0 =
moderaie-do-scvere acne and began ensollmg paticnis i the B of two kenixcal studics i December of 2023, Bodh studes will be double blmded, mndomered,
pmhmlad.udumlm!mwm age 9 yesm or older soross stes i the Unied States and Latm Amenca, The prmery endpoints inghede absohue
v and v besions and the mpnovement in myvestipaton ghobal assessment (HGA) of acne, which are the same endpomts wsed in
mu-l’hml‘lnludyol‘l:lm'!lu for misderate-tosovers ane. Patients will be treated once a week for 12 weeks with either DM T30 or placebo and will be evalaated
monthly. We expect 1o have top-line results fnons the first Phase 3 stody in the fist guaner of 225, Previoush DAMTII0 bss shown @5 ability to teat the mukiple
causgs of sone i 8 Phase 3 sudy where we minially saw o 45% reduction in inflanvatory kesions afier four ieatmerns, with DMTI0 schicving stistically
sgnificast arprovements # all i points for all three priswany cadpomts throughout the study (reduction in nflsmmatory lesions, reducton o sos-ml
leswns, and mprevenent m AL In addition, based on the mulple mechansne of action and anteinflammatory effect seen wath the DMTI0 acne tral, we
compleled a Phase Th proof of concepd, or POC, bral in prorass whene we saw end mg resulls ing fierther investigats




Liahle of Conterty

DAMTI0consmis of fwo grans of powder processed from the naturally grown reshwater sponge, Spowgiilie fecustrie. The patiend naxes ibe powder with a Muidimmg
agent (hydrogen peroade ) mmdistely prior i application by the patient to fonman casy-to-apply paste. The paste i applicd singlar o a vod mask and is kit on ihe
skon for spprosimuscly ten 1o fiftoen mnvanes, after whach time @ & washed off with water Dus 1o the unigue combnation of DMT3 10 mechanical companents and
chemical conponents, and hased on oar Phase 2 sone data, we believe patiests will onby need to apply DMTII0 ance-weekly 1o produce a desed treatmens effect.
The mechanical companents of the Spougili powder consist of muny micrascopic ailiceous, noedic-to spicules that, when massaged invo the shon, pencirate the
stmtum comeum (ke skin's oubcmmost protective laverd and creste microchanmels mto the dems whene pro-inflummatory cxtokines and bactorm seside. We beleve
that the penctration of the spicuks alo kads 10 the oponing of mcrochannel, which allow oxygen 10 enter plaschacoois. glands, helping to kil C acnes, which
MW i an m:lﬂbmtcngmlmmlf AT 1 Ilnhcmnhnmnm lesions in lmrpll!i!l}.The:phlh alio caisée repivenation

of the top biyer of dead sk, therehy & collagen p L we bebeve ihe mewly cresied mecmchannels provide a conduit for DMT3 s
naturly occurrng chemcal compounds 10 hkhmﬂulle&muﬂpﬁ&wwﬂo helping wl\ilhﬂ amr:w_ﬂghw In sddition 1o
these antimcrobial compounids, DMTI0 abo appears to have anti-mil y chomcal comp | i im vitre e that mhibi

mflarmwtion through the reduction of Cacnes stiubated [1-8 prodaction and by inhibiting 11-17A and I'Ivl"l'F expression i human coll s Aka, durng i vitro
studies of DMTI s orgenic compounds, we observed the inhibizion of the lipogenesis of schocytes, which may trnslate to s reduction in sebum (an oy and waxy
sishstance produced by the huerun body's schaccous glinds) prodecizon and the oiliness of the skin i paticats, which was observed by & pumber of chnical
mvestigatons @ our Phasc 2 scne studies. We beliove the combmaton of these biological and mechanical offects could be mportant factons m ircatng multiple
mitammtory skin diseases, as seen m our chnical k.

Ohar second produst casidalate utilizng our Sposgi e techiokegy B DMTHI0, our corbnation treatment, DMT40 & intended 1o consst of one teamaent of our
propaiclary spenge powder followed by onc topical applcation of hotalnum toxn for delvery mio the domms. Currently, botulimum toxn i only approved 1o be
delivered 1o the dermis by intradermmal mjections, which can be painfisl for the patient and Lime-consuming for the physician, Hewever, we bebeve DMTA10's abiity to
upically defrver botulmem lom nto the dermis coukl have simlar levels of efficary 1o edsting delvery techniques, with fower tolerability ssues. and o quicker
apphcataon time, possibly replscmg the meed for mirsdenml mpections. W st tested DMT410 i @ Phase | POC ) of sdllasy hypethabivss patssts, whoch saw
S of pathents achieve a neduction i gravimetrc sweat production greator than 50% four woeks after  singht treatment, With alimost 0% of the hyperhidrosis
murket cumently beig ircated with mimdemml mjcctions of| toain, we believe ihere could be significant opporiuniy kar DMT4I0 to break imio this amrket
anil replace dermul of botubnum wan, Based on DMT4I0S ahilty (o ellectively delver botulinum loun o the demss as observed = the Phase |
wallary byporhadnos s tnal, we abio conducted a Phase | POC tral of DMVT210 for the treatment of mulple sesthets: skin conditions, mcladmp reduction of pore sise,
sebum pmduction, and fine nes, among otbiers. In Movember 3021, “-monnﬂdlnp-h!emﬂ: froen this mmal, where we saw promisng dsta thar we believe
wamnts farther investigstion of DMTAI0 We sre camently i the process of discassing '3 s with b Rodn i to move the
DMTA10 progrm sio Phaie 2 studics.




Application of DMTI 10

+ -

Imaze 1: The Spemgiilin is processedinio o fne powder and packaged ints 23 powches with a 6ol bottle of 3% HyOy (hydrogen peroside . Omce per week., paticnis
il he prvler with ydrogen perouide, and mesage the mixiure nte thelr skin alter 10-15 minutes the prodect is eas il renoved with nater.

We helieve that the cument medscal and aesibetic dermatology Lindscape bschs nnovative treatment options, munly seeng the miveduction of efmmulstions or
conhinations of old mokeuls. We believe thin lack of maovation provides an aleal opponunity for s to chanpe how pateeris treat ther shan comlitions. With our
anlpated once weekly treatment schedule amd produsct candidate derrved from a natural sowrce, we believe we can becorme a leader m the space that muy mprove
patient conpliance with minmmal side effocts and a rapid time 1o treatment offect, as seen i our mukiple clvical wrisk i acne, prosiasis, hypethidros s and acsthetic
conditions, If we can suzcessfully develop our product candidates, receive FIDA approval, develop a concentmted peescribing hase of dermutobigists, and wtilize our
managomenl's prer cxponcos, we heliove we have the shility to build a conmercial organiation to dovelop and cormercllie ivatnes opions in our oo arcax ol
locus withm the dommatology space.

O Clisdeal Develogment Pipeline amd Produect Candidates

Dur clnicall develospment pipeline cumently consets of DMTHI0 and DATAI, cach n development for mahipl slon dseases and condgons. bn the sccompanymng
section we will descnibe cach product candidate, s benefits, and wur muret strutegy for each product candidate, The dates reflected in the below table snd sections:
anc extinutes only, and thore can be no assurances that the events acladed in the below table or soctions will be coempletod on the satepated teeclne pecsentod, o
atall

DMTI 0

Moderate-to-Severe Jdone. In December 301, we began enmolimg patents i the Gist of two Phase 3 chmical studics of DMTH for the treatmemt of moderate-to-
severe aone, Each study will be dowuble blind, randomized, placebo controlled, and eneoll about 350 patients, age 9 vears or obder across sites in the United States and
Latim Amcrica, with the prismary endpoints being the absolute reduction in inflammstory and nonisflaewetony kesioas and the mpovement b mvestigaton glohal
asscaamen (HiA) of sonc as wire uied @ our DMTI10 Phase 2b acne study, Patients will be ireated once 3 week for 12 wecks with cither DAVT3I0 or placebo and
will be cvahsated monthly. The fint Phase 3 stady & oxpocied 1o have top-lne resalts i the find quasicr of X035, In Junc 2020, we complotod a andonacd, doubic-
bimd, mulixenier, phaccho-contolied Phase 2h clinical tnal of DMTIG for ibe once weekly treaiment of modenite-io-severe scme, DMTIH showed slalsically
sugnificami mmprovement versus phicebo for ol threw endpoinis (mflanamiory kesion counts, non-inflammatory ksion counts. and WA afier only four fopical
trcatments and continsod o slatstcally soparate from plcbo though the end of study at weell 11 Wi bedieve these resalls omonee wodkdy applcatians may
favarably positsn DMT310as a line-n-class product in the musket for the trcatmont of modertc-to-sovers acne.

Milaro-Moderate Prorigais, In Ociober 2001, we completed & Phase 1b POC 1l of DMTIH0 for the once weekdy treatment of mebd do-moderate paonasis, Plaque
P i @ & chromi, infl v shin descase tha comprises sppromnuscly 800 of the paorass maskal s of 2009, sccondmg w Fonune Business bnaights Maiket
Rovcaich Repon, a nagory of palkots have mikd-4o-modente duciss which nokes them kess Beely 10 recend an apperoviod biokeg k ireatment, sl aie only ndicated
Tor patienis with modenaie 1o severs discasc, as a find Imc theragry, Due io the buge population of patienis whe suller from mibl-io-madenic proriasis, and bk of
effective topical therapics For mone mild dnease, we believe there & a large unmat neod for an efiective topical product with lemsted side effects. Hused on the data in
our Phase 1b POC tral the me-vitro data of DMT30% redustion of IL-1TA and [L-17F, and the anti-nflanmmmtory effects we observed m its Phase 2h irul for acae, we
belicve DMTII0 may be used & a fist-dne therapy fon patients suffermg from mikldo-moderate pioriasi who are pot candidates for bioksgic ireastments. In October
221, we armounced top-line results from our Phase Th POC il of DAMT310 for the trestmens of 30mildao-modemie patients with psosistic kesions covering between
196 4o 30 of thew body sunlace anca. Paticnts were mreated wath DMTII0 once & week for 12 weeks, Based on the eflicacy, safery and iolerahility profile obicrved
the POC trial, we initiated addtional woek to better infoma our chnacal tmal design phot te moving mbo o langer Phase L phecbo-contmlied, clnical tmal We plan 1o
contnise development of DMTIH for the treatment of puoriasis upon tle acquisitsen of sdditional Baancial resoances 1o sippert such developmont,

Moderateto-Severy Rosacea, On Deconbor 5, 2002, we asnouncad topline resubls from our Phase 2 il of coce-weckly topical appleaton of DRITI0 Gar the
tratnent of moderatc-to-acvers roaacca. The data was supportive of DMTIHN as a treasnent for milanmmtory skin discases. but the nasscea study did nat mect it
prmary endpomts. Whike some patients did schieve a meanmgful change m ther msacea, with 388, of DMTII0 patients meeting the ontena for a responder on the
Investigator Clobal Assessmenl (H3A) sgore, DMT30 was not bk 1o stsilically separme from pliccho with 25% of plicebo pationts meeting the criteris a3 2
meaponder ot Wk 1L A treatment respoader i delined as an BG4 grade of “clear” o1 “almos) chear” and ol kst o 2-geade aprovemont fombaschne, Based oa the
Torcgaimg, we have deciled not bo devols any funher financal peiousees o the developrua) of s indication for DMT3 100 the tise,




Liahle of Conterty
DMTHIG

We are developing mﬂmdpmm candsdate fromous Spamgifls platfonm, DMTAI0, Sar the topscal reatment of skin dscases amd acsihene condrions typially
treated with multiphe of Currently, i tonan manst be imjected muktiple times (o successfally delver enough botulinmm toxm to the
desired treatment area. While micctions are effective for many different discases and sesthetic condivions, they Bt botualinum ioxn's use for sdditional conditions
whsere injections. especially intrad ol ingections, ane difficull, pamful or otboraise not viable, DMT410% combination treatment regimen uses one appheation of our
anigue Spomgilile posder Rllowed by one topical appbeation of botulnum town. The Spoag il powdsr 18 mowd with 3 fudoang apont and & massaged slo 2
patent’s reatment arva by the treating physican o enbance I|1l:* penciration fo coeafe mcrochannck wio the dermes. After 10 o 15 nanutes, the physican
renwves the Spuugiila nusk with water The physician then taxm froma synege @ preckse amoants and one the patiens’s sk, The botulnum
tooan i then massaged mio the Ireatment anca o take advamage of the mecrochannch crealed by Spomgiilie s spacules. which allows the botulmum lexdn to penctiic
the stratum comeumanil enler the demes. Wi bebeve the treatment application will smable the topacal delvery of botulnum tosn mio the derma forthe treatment off
a vanety of medical diucases, mchuding for the freatment of hyperhidnes i, sone, and acne scars, az well & impoyveg the skin's kemmosity, brightness, and reducing
pore size and coand, fine Bnes, n:mm-m W%btlﬂe DMT4 s lwmldrmnfbﬂmhmmmm pﬂllb' l!-cm-stmdorl cppanunitics for
Botulmuem toxn due DAMT410% needle-free apph targeted I delveny, tha p yanding the

To date, we have completed an open-label Phase b POC chnscal triak of TMT0 for e treatment of axdllary hyperbidros s and an open-label Phase 1b POC clinscal
trial im multiphe acsthetic skin comditions. The Fhase |b POC triad for axdlary hypeshidrosis consisted of 1 patients secenving one treatment of DMTA10 1o cach asilla
Four wecks after one treatment with DAVTA10, patients exhibited a reduction in sweatl production. The clmical endpoimis for this tmal mchaded (1) percent of patients:
with greater than 5074 reduction @ gravimorcally measurod swoat production fom basclme. (i) percent of paticnts with gravinctric sweal prodisction less than Sy,
andd (i) percent change in gravmetne sweat production. Four weeks afier one treatment with EATA10, 807 of patients exponenced a docresie i gravimetnic sweal
producton geester than S04, B5% ol patients recorled grovimetne sweal production of less than Semg, and patients had sn svempe decrease i gavimeing sweal
productan of 7% fom baschne, We belwve these results suppon that DMTH0 any ail i the wepxcal delivery of bomlnam roxn nto the deies for a frestment
elliect sinlar bo maltph: inpections. of botilisum toxin. With DMT410, we believi botulmum foxm may by apphed topically 1o penetrate the skin into the
denmis without the need for mukple injectzons.

We abo conpleted an opon-label, tem (10) pationt, Phase 1h POC tral af DT 0 Sor the af malpk acsthetic skm conds iposre s, (lobal Acsthets:
Inprovement, baghtness, haninos gy, sebum production, fine bnes under the eve, glabellar lines, forehead lnes, and Esteral camtbial nes ) and announced oplne
resulls in Novembor X201 In o Phase 1 POC triad of DMT414, patients receved one treatnent of DMT400and were evahited every foar weeks for a tors] durstion
of 16 wocks w detemmns DMTAING satery and rokeeshiity peotile, etfeainenens, and o5 dumation of weament effier. We announad top-ing reauls in SNoveaber
2021, where we observed an mrprovermcnt o sy of the tnal’s endpalnts, At weock K, 8005 of paticets had a1 kast a 258% irproverent i ther Global Acsthetic and
m::l'p-hm: bad @ 25% sprovement in pore s, Abo at week ¥, %05 of paticals had of kast 2 onc-pomt peovanenl | hemmosity and 608 of paticnts had at
leasi a § = hrigh These pl rsiled results were suppofed by objecive analysis provided by Canfiek] Scientific’s VISIA and
PRIMOS visual lmlyw camers systoms. Hasod on these resulis, we continue 1o actively discuss panncrship op s with hoduls (2] i
cantines devclopnest of DMT40 m a hu«p‘l:tbo—nunhd Phase 2 el whore we can study multiphk doscs of batubaum toxs applod 1o the entine - face, We
bebeve these resuhs, combmed with our resubs m cheary how DTN combinatien regimen coukd greatky oxpand the potental
dscations for hotuln s for aesthietic skin conditions, as well as other demmtologic sk dscases such & hyperhidess, some, of sonc scan,




Tuhfe o Conignts
There can be no assunance that DMVTI 10 or DAMT410will receve FDA approval for any of the foregoing indcatons,
COur Strategy

We phn on m-Boensmg, developing and commercilang differemtiased medscal and sesthctic ds hogy product candidates for the of vanous slm
discases and conditions, which we believe bave significant unmet needs in the madket. The key coaponents of this strmlegy ane os follows:

Coapolete develapment and reglaion: approval of DMT3 10 fr acne, We initiafed the firxct of two Phace 3 clinical stdes of DMT3!
of scne m December M3, We expect 1o receive top-line nesuhs fromike fid study o the firct quaster of 2005, n 2025, we plen on
DAITA0 Phase 3 clmical study followed by a long-tcmm esonsion study. Wi alio plan 1o mitiic the FDA rgquined denmal carcmegenacity sindses in rals
and the repeat dose dommal loscly study o mnpigs.  Assumng pesitive resulls. fom the Phase 3 propram we plan on submitimg 3 MNew Doug
Application 1o FIDA approimately 6 months after cony ofthe trisks,

Explore mutually bencficial partership oppertumitics for our DTS progrom i Iyperbidroxts and acsberic shin condinons We have reeived
top-lmc rexulte Fom bee Phase 1b POC trak of DMT410 @ both axllary byporbid and for ihe of muligle acstheix skin conditaons wamg
wur Spampiile lechnelogy Tor the lopxal appheation of Onabolufmeniean A (band name BOTOXE) We boleve these b provide lariher evadence
ofthe ability for DMVITA10 10 topically defirer any botulvum toxm mio the demis. for skin condigions and discases., Bused on the results of DMTAHY in
Byperhidmosis amd acsthetics, we are cumently discussing pammenhip opp ks with mualtple houl boen panis 1o funbker develop
DMT410or the topacal treatmont of shan dincases and acsthetic skin conditions.

Complete o Plare 2 irial of DMT3 10 for thve ireaimsent of prorfans, b Ocieber 221, we anncunced 1op-ine resuhs of our Phase Tb POC inial i patients
with mld-to-moderate peonxss. We bebeve the results of this POC sudy aamant father developeent of DMTI0 for the treatmen of paorasrs, I
sucossalially developed and conmereialed, wo bebeve DMTII0 woukl be the first wnce weikdy topical product avaibbli to irval psotasis. The
DMTA0 progeans for psonasis & cumently on hold with furiber adv: subicct io obiaina  fim and'or a sirsegic partner.

Aguwire or tn-ficense solditional dermatology programs te o portilie that compleneat o ceront product comadtdiies. We contmuously evakeate
potential partnering opporunities that will bolster our cument product candsdate ponfolio and peovide s uhstanral valie 1o our organiztion. We intend
to fovas on early to medstage development prodisct candidates 1o gemerate clinicsl dats sad potentially move o biter stages of developmunt snd
shimutcly on 1o conmercalation

Maximize e value of owr poriffio by commeonciolizing sur product candidaler in ferrifories whene we con do 5o gffectively and pariner or olier
derritories o help na reach mes markels, We plas o nuomize the femitones where our product candidates coukd be sold by patnering with establshed
companies in new Lomitones owts e of the LS mmrket for development and potential conmencializs on, if possible.

Further strengiiven our imtellectaal property portfalio, parh fa mew chensonl emnin;, or NCE, exchesivity, raw material supply and advance our
regulotory filgs We plan 1o continge 1o strengthen owr [P portfobo for DMTI10 end DMTHE0, seek NCE exchsnaty for DMT0, maintain sur
umwrimwlmﬁrﬁwmnwmmWWi.Mmc 10 protect our proprktary mformurion. We bebeve these sotivities will be our
pramry corpting lages if our prodisct candidates receve ¥ approval




Linhle of Conterty

The daies reflected m Ihe Foregomy are estmmdes oaly, and ihere can be no assumnces that the everis mohided will be completed on the anticipaied 1mmclne
presented. orat all. Funther, then: can be no assurance that we will be suecess il in ihe development of DMTI10 or M4, or any other product candidate we may
develop in the futues, or thas DM T3 H0or DMTAL0, o any ather prodact candidare we mwy develop in thie fisnare, will recenve FIMA approval for any indication,

Dermutology Market (herilew

Wi are curmently focused on the medical and acsthate dermatology markets, which mchide muliphe common and underireatod sl discascs and conditaong siuch as
agnie, prorise, hyperhsdnosis, and nulkiple sestheix condwons, some with no camently approved products, meheding the reduction of fine Ines, pore s, scham
produecion and mprovement in mnosity and ovenll sk quality, We believe these discases and conditions camse significant negative impacts on patients” qualsy
of life, nchading physical and cootional trauem and socml sligntnm causmg patients 1o comstantly seck betier treatment options (o kelp alkeviale thar condations.
We abio beleve these mudkets have net mlmml |lw mhdnl‘dnrh[mmamlalrmmu other murkets, as then: have been ew mnovative tapsal
products recendly appraved ather than of exasting . We believe our prisduct candidates will be well situsted within the
mdﬂimdﬂﬂcrlhrmvmcsnhmlcﬁrmlmmmm-lmluslhﬂrmmnm

The US. edical dermatokgy market has experienced signiiicant growth m recont years based on the now trcatnesd options and grealer patnl access to care. Bascd
an gurrent murkel data, (ke US, medical dermutology murkel (excloding biokagics ) was valued ot over 316 bilion dolles in prescrplion phammceutical sakes in 2000,

The Amercan Sockery of Phaste Sargeoms extimates that over 154 milos cosmetic procedures were perfirmcd in the LIS in 2006, of which about 7 millan waed
botulnum toxn. There arc many facton thal continue 1o dive growth @ the scvibotics dommtalogy nurket such as greaser patient accoptance, mchding fom an
mcreasc in younger patients, asd the discretionary cash that patienis are willing 1o spend on sesthetic care, We alio believe patients have a growing willmgness 1o
Py out-ofpacket for effective skim treatments 10 schicve their desired personal acsihetic ook, which funber suppons the demand amd pricing in those markets.

Baked an the forcgoing, wo belbeve the dermtology market, bath scsthetic and medical, offer @ low-cost © P d o nwny ather
prescrption-based specaly markets, due to ibe relinely sl number of specialvis m ihe dermutology ficld. Accordmg bo m:mh:demy of Dermuiokogy,
= 2020 there were af armutchy 18000 & k inihe LLS. amd we plan fo larget a subscl of these demiologists, who ane Leger prescnberns of conpetine
mwmm- lasge porcentage of patwemts with our approved mdsations. We bebeve the combmation of prescription based and cash-pay hased product
Tovest & an altractive business oppomunity, 3 # incorporates multiple aspects 00 1he dermutology market that move independent of the greater healthcare market,

Backgremnd of Our Spomgille Technalogy
Spoamgilla Locasiris Overvew

Spangilia facurtrrs, or Spangiile, & o freshoaater sponge fom the Spangilfioea fmily that grows m feshwater mvers and hikes | commencisl quantities in select
regions of the world, I becomes dormant during the winter months snd segrows cach year 1o growth forme engig from eacrusting, o digtate, to branched,
depending on #s habital's growih conditions. Whik # grows = uay pans of the nofhem hemmphere, there are only cotain kocations where # grows = the
quiantEns dnd of the guality 10 viably sipport & communcal pharmoceifcal product. One sech location B the Volga River m central Rosea, Whore wie have signed an
wachesive supply agrecment with one of the bager known sapplicrs of Speagilla mw naierial for DMTI L which we believe provides us with a elisble source of our
supply of Spesgitio mw meienal fos the foreseeable fture. Traditionaly, kwals woulkd kervest snall amounts of Spomgiile for it perceniad medicmal propettics and
mse @ an a folk medicme to teat a vancty of inflammatory conditions. nclodmyg ahnti. Over the last 21 yean. our exchasive suppler has refined #s hasvestng
methods and procedures and & now capable of supplyng a high-qualty srw mutenal Our supphber has the capacity to collect and process large quantities af
ﬁwwﬂ-‘-twrwWch-cicuwnuwiﬂwlbuhlcw:mﬂs'mwmmlnthwl-umdarmqnilymmmwnum«mdwﬂwmmul

The traddonal use of Spengifia n Rassia has provided 2 lage amount of safety data. kn 2003, the Russiaa Mmistry of Health mdicated that Spongila has been used

By over ome milhon peophe per year, with few reported safety saues. In 3017, we subsmsited this safety infommation, along with vercus olber pebbcations and non-

clmical studies, i an Investigational Mew Diuig, or IND, application to the FDAS Diviion of Demstology and Demtal Products with eferense to the FDA%

Hatankeal Trug Developnunt Cuidance for Industry, or Botanical Caidance. This submesion cnabled 1the FDA 10 approve oar TNTD for DMTI, alowing us 1o

proceed directly mto a Phase 2 chinical trial in pationts. due i pan so historical bumen exposure. In 2%, the FIMA ako confirmed thas DMTH0 woald be fed under s

whuwklml%lwlkwmnﬂmndmmmnmdmodmlphmwctwﬂudﬂmlﬂﬂinmm“wﬂm
while gatbormg human clnal cificacy snd safety data prio 1o completing such wodk




Lubile of Conicuts
Spomgilla’s Miltiple Mechizaion af Aciions

The unkjue propenies of Spompilla lacestds pot oaly allows s 1o rioencs the FDAS Botankal Gaxlance, but ako helps ensue the sustainable regrowth of
sufficient supply of mw material each year While Sporgilfo b technically a part of the aninm] kngdom, ® grons and acts more simibardy to a plant o that & can
completely regencrate every year, even in hassh environmental condiions. In addstion 10 causing a regrowth of the spomge each yeax the harsh enviroamental
conditions the sponge lves in helps comribete 1o our Spomgdfe rechnologies” muliple mochani o of sctions. Based on knowledge gaimed from over 21 years of
harvcating Spomgiile, our suppher has keameod the neceisary environmental conditions and Spesngilla characterstacs that must be presemt for optirl mw o erial
harvest and 1o ensure he W mokenal contains. the necessary propertes for an effecine pharmucestcal product. These properties nckide both nechancal and
chemical components that are a natunlly eccunmg past of the sponge mw material and o our X il i il mns of achon @ the
trcabrent of skin discases and condiions,

Thie mechanical components of DAMTI0 come from the Spoapilila’s sheletal stucture, which & mode up of siliceons spicules that are boumd wogether by organic
material, a5 seen in bmge 2 below These spicoles are smoath, rod-Boe shapes which come 10 o point on each end, and i the Spoagitlo s harvested under cenain
propaiclary covronmental condsions, the spicules can average hetween 150300 pcrometen @ kagth and abouwt 1013 micrometen i dameter Whik theee are other
types of fresbwater and manne sponges, muny of their sphukes can be covered m baibs of books which we bebeve would get stuck m the skin or contamn spiulkes
that are blint on cach end, raking skn penstralion dilcull.

Bnarze I: Siliceows S picubes Present in Spovgiili

After harvesting and farther processmg n the US, the form and s of our spoules noke thom the adeal mechansm 1o penelrate the siratum comeuni, the skins
barmier, and tenporarily creats o mico-chanec inlo the demmis without penstrating inio subcudansous tissee, where the linger hlood vesseb are located. These newly
created mcrochanech temporany open the skin's bamer 1o allow for the targetad delivery of lirge aad snall chemical compounds into the denms., Maoat topically

pradacts cummtly comtan vamsus penctraton cnhancers that help fiorce the sctive molecule throagh the stratum comeoam and mto the denms. such as
Darrethoy] Subfosade (DMSO), Bowever, DMS0 & only able fo help srmller molecules penetrate and is asually anasble 10 aid birger molecules, such & botuleum toxn,
in topical delivery, Thise pencteation enhancers can abio csmse enwanted side effects such as dry skin or garlic like 1asee, breath, and body odor We believe our
Spomgilia vechnology i diferentised by cnabling the delrvery ofboth sl and lrge rokecukes through wopecal spplcation with ks imitation snd side cffects than
alher topically apphed products

In additien to creatmg meny mecrochanneh i ibe skin, ae believe the penctmiion of the sprules cam open closed comedones, alloning oxvgen info ihe anasrobic
envirommenl of the cloggod piloschaceous glnds, wheee Caocmes and ctber bactem survive. Lastly, we believe the spacules promote collagen production within the
shin which aceckrates the skins euvenation period, thus bringing refreshod skin 1o the surface atl a quicker rate than the skins nomul lemover cycle. Typically. the
skin takes between theee 1o four weeks 1o bring a now layer to the surface, while we beliove owr Spongiila technology muy allow this process o conplete in less than
ong week. We belisve this decreases the time to treat mtlummstory shon disesses and conditions while alvo enhancing the book of s patient’s skin,

L]




Liahle of Conterty

Ouar Spongifia technology ake comams nultiphe active chemcal compounds that we believe may aad m our produed candidates” of mulipk o

skin descxics and conditions. We believe pan of Spoagiifo s natuml defense mechanism s the encation of onganic meterial to fight off natura] eacmics present nlhr
water i whach & grows. This organic nusterial binds s spicules togetbir 1o form the skeletal structure of the spoage. Based on mukipl m-vitro stodses, we beheve
the crganic compounds within the sponge, when separated fom the spacules, have both anti-nflsmrmtory and antmmcrobind properties. We have observed asti-
mflarmmstory sctivity mcliding reduction of C aoes, stmmualbned Mm-dumnu and the downmegulation of the produgtion of IL-1TA and 1L-17F i humea cell Bres.
Additionally, in ous m-vitro studics, we observed the inkibiion of lipog of sebocytes, which may imnsihie 1o 8 rduction n scbum prodection and oiliness of
the £kin m palats.

While we beleve cach of the mechanical or chemcal o of our 5y M tech ey e beneficul m ireaimg vanous dseases, we bebeve the mpact
eru&mimmkmhmdnm“rbhedmhammhwrnuahlm'ulnmhntdn:uhlmﬂ:m:mrmw
through the simatum comeum allownp for sulficent penetraton and delvery of the chemal compononts mto the teatmenl arca (o fight nilammion and kill
hactena.

Fiu Bavanicol Doeg Developasenr Glgionee Kor fndvitey

Most curmently approved topical dermatology products are reviewed solely by the FIDAS Office of Denmulolagy and Denital Products and follow a standard approval
patbway. However doc to our kad prosduct candadate, DMTII0, being derived frons a natural sousce, @ will be reviewed by the FOM Office of Dermatology and
Tiental Products with mput fromithe FOM Botankcal Review Divis on, MkMuanwlhmkaLlhﬁMhalhnwmmmmmrﬁomwmm
fioe raw emterial quality control and batch 10 baich consmiency through dew and mbo © We bebeve our ahidty to relcronce the Botanacal
Cuidance and receive input from the Botanical Review Divsion on DAITA0 provides us with key advantages m IMT30% regubitory pathway to approval, o
achieved. These advaniages inchade being sble 1o move into husman clinical siades upen the FOW's acknowdedged receipt of ous IND letter and subsequent study
may proceed, saving us substaniial fnascal resoanes o schieve hamun clnaal data, Addienally, while we beleve that our sponge comains malliple st
:m-memmrwmnrm Feedback fiom the FIW and the Botanical Guidance, we bebiove we ane oaly nequined o provide
actve o show qualiy conirol and baich fo baich consmicncy. We believe this will mke & more difficuli for poteniial
=wwrmlo|\-ph=u= DRMTA0 due to thew mahifily 1o know every conposcnt of oar prodict <andidate snd to shew their product i sinslar m &3 compoation.
Thus, wee bebeve a compettor with a smslar prodisct or produst candidate woukd have to fallow all the manuibctarmg. devclapment, and mgulatory steps we must
conpibete for approval. However, there can be no assurance that we success fally navigate the development of DMT3 10or that DAMT310will receive FIM approval

O Product Candidates
DT 0

O lead prodduct camdidate, DMTIN0, 5 0 wnique, onee weekly, nanunlly demind opical produci, fisst being developed fos the incatment of nodirste-do-sevre aome
vulgar, of acne. 1l is derved Bom fresbwater Spongifla focnerris, of Spomgiile, which grows under coftain covimonsental in wcleet

the noathem homsphere. Our Spongitla raw material is harvested by our exchsve panner m Russm abiding by sinct prolocels based on our supphcr's ’Iy\:lﬂnl'
expenience and our expentse i an ideal phammccutical product. Th-rmn! ofthese sinet protocols i & consistent chemal structure that b reproduchle vear afler
yoat, which is critical in producing a muterial able 1o be used in o ph | producr. Afber harvesting, the Spongilla & shipped to our menufacrarng fcility in
mmrmﬁnwmrqm:mhwmmmmmmmtxm Tnmdistcly prior so treatimnt the patint will mixibe powdor with a dilsent
{hydeogen perosade) fo oo a paste, which the patient can ihen apply o the ireatmend arca 10 treal the muliple Boeis of ther decase, DMTI0 wbilces the
Sporgiifak mechanical speules to help resarface a patient’s skin whik also creatmg microchannels throagh the stmtum comeum to allow the penctranon of the
Spamgilfo s natanally created osganic compounds 1o belp teeat varoas skin discases. 'Mhh:vubﬂrwnremnbmlnrdlhwﬁ\hmdyﬂwd
mrochamnels into the demais and schaccous glands whaone bath ndl and v acne ksions orgmate. DAMT30 tangets treatment of the malipke
facets of scnwe by condbining the substantis] mechanical sad chenscal sctvity of Spoagills into an essy 1o apply peoduct that only meeds 1o be spplied once weekdy.
I¥ sppewved by the FIDA, we believe 1he comhmation of the mechanical and chmmipwpmh of DAMTIE0 has the potential for a more rpid time to treatment effect
with feweripcatmonts, kens side cifioots, and botter toberabilty than ozher b | topical acne prodicts,




Liahle of Conterty
DIMT3 18 fior Freatmend of dcme Palgoris

Marker Cppartouiny, Acne & charsctoined by arcas of scaly rod skin, pon-mitanmmzory blackbcads and whitcheads, mitimatory ksions, papukes, and pustules and
occasionally cysts and scarring that ocoar on the face, neck, chest, back. shoulders_ and upper amm. b affects approxemtedy 50 millon peaple m the LS with about
#5% of tecnagers oyperiencing some form ol acne. The LS. prescorption acne merket had appeosxemately 526 billion in prescnption phammceutical sales in 2016 and is
expecied 1o reach approxiemicly S35 billion in 2006 scconling 1o Globallwtn Ine. murket data,

Mot patients expenenor some fomiof acne dunng their leenage yeans and Far some. thew acne may deminash over tine, of at least tends 1o decrease by age 25, There
", hnwa:uouylnpﬁdliMhutﬂmﬁmwduwmym:mm suffenng Fomacne well mio their 3k, 40k and beyond. While
nod fifeth ACNE CIUSES il trmuerm for those sulformg from it dus to social stigmas, substantial mk of pomenent (acial scaming, voerad seli-coteem
anil social withdmwal Therefane, we beleve early and aggresaive trcatnuml with an effective once weekly produst may kesson the overall long-ieom mrpact of this
discase and muy kead 1o @n increas e in & patient s quality of ife.

e 10 acne’s megative myact o & patient s qualay of B and negative Epact on (acial scsthetic, paticais suflenng from scae tend 1o be highly motbcased 1o 1rem
thew acne and we bebove willing to pay moe cut-olpacket for higher priced and bighty effectnve treatments. B & our bebel that patients seckag an casy to uic and
effective topical product will Iokrate kess avorable rearburement mtes tham Br other prescriplion products for oiler mdicaisons, allowmg For lavonble premg il we
arc able to eventually obtain spproval for mnd successfully commencalize DMTI0 for scne. Fusthenmore, i approved, we beleve that DAMTII0S natwnl
chamcternatcs may allow us 1o expail our addressabile acne murket 1o mchude those patients who vakae using natumlBly derived prodecs, such a5 DMVT30

The scae murket can be hroken into thiee separate chsscs baved on (be seventy of the sone;
o Mkl Acne: charsetenmed by few papuabes of pustubes; rypheally treated with over-the-counter products of fopical prescrption therap s,

- Moderate Acnc: characienad by mubiplke papules and pustules with muderate nfammation: typrally ircated with 2 combmation of ol and topcal
prescripton therspics.

- Sovene Acte; chareteniznd by subitanril papuks and pustiks, with many sodules andior cyats and significant nflamaton: camently rested with
wral and topical combmation treatments and photodynamc therapy as @ thind-ne treatmest option.

Limsrations of Currvey Standiend of Care, Whike cumment treatenent options ey be effecinve for some patienis, there ase many Bastatioss and drawbacks of cusment
ane products which came poor patient comphance. All curently spproved tapcal therapies fior the treatment of scee nust be apphed once of twice a day 1o allow
an accumulation of the active ingrediont within the skin 1o effectively treat the discase, This requirerment to apphy mukipk times. per day beconas very enerous and
time comsuming for paticnis, causmg muny patients 1o (i to conply with the stret application regemen snd or skap muliple treatments. Plﬂpﬂ'llﬂ:lﬂdlppkn.m

hedules are paniculuhy o for topical acne produscts and poor paticnt sdherence may lead 1o reduced effert and uhwmatcly de iom of
mwhylhpﬂnl&nlnhh‘kﬁm

Many cumend acne producis, such as petinoids thal musi be applied a1 kasi once o0 twite-a=lay, miy cause significani siinging, buming, ard pecling after cach
applestaan. These lokmbidey maues, which may stan occummp alter the i appleation, asd the subatantiol dscomion they cause, lead muny paticnts 1o
dmcontinue the necessary dasy appheation schodule or the use of the product akogether. k 5 well known that bensoy| perosade, or BPOL kads to drymg of the skn
and that retinoids resull in many local skin reactions inclading ervthema, bummp. and peeling, after the first treatnent. |t has been ohserved m the combmation study
of adspalene BPC, whene mose than 200 ofthe subjects reported modemie or severe enythenn and stinging huming
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Lasaby, most topical producis have an unavoidable bdency period of 68 weeks untd patienis have a definite improvement in ther acne kesions, This means they may
havie o endure 30 1o 6 applcations belore obsorving that iheir acne & mproving (assuming a daily, or twice daily regimenl, ol while dealing with the buming,
stinging. and poclng that may sccompany these topial prodacts. Wi belicve that teenagerns, whe ke up the Brgest sepment af the acne nurket, becon: spatient
with the bk of mpid percenved effect leading to e wan af The bk of rapsd treatment effect. skle effects, and oneroms appheation
schedules all greatly comribute to patient nonconplance issses and could ulimatcly kead o teatment Gdlere for cament topicsl thempies. We believe patients are
mere concemed with espid eificacy outcomes and low side offects tham costs, this we believe patients will be mose willing to pay higher out of pocket codts for a
product that has thess annbisés,

Ohr Solution for Moderate-to-Severe Acne. If approved, we believe DMTIHY ence weekly application regimen and apparent rapad treatment effect will increase
patient conphance. potentially mercasing the Bucbhood of Eproved sne results. Using our mulifaceted. once weckly Spesgilla treatment tochnalogy, we ane
developing DMTI0 10 crvate a paradigm shill m bow acne 8 treated by dermutologsts by atlempting to nuke DM TN the preferod treatment aptoa for all ascne
patents, We have desigred DMTEI0 M treat the multiphe Gctors of seme while akeo attempting 1o increas ¢ pationt conpliance,

IF approved, we believe DMTI0 has the poteatial 1o remedy many ol ihe negative chamcieritics asvocmted with curment topical theesples for modersic-1o-severe
acnc vislgars, nchidmg carrberons ircatinent regimens, negative sxde eifects (inchidng buming, simging. iching of dryncss, which may occur as early as the fint
treatment and continue daily therealierh, and debayed tme to effectivensss (which may take up (o eighl weeks) DMT310 is designed to be applied only once o week,
rather tham once or twice 8 day. We bebeve o once weekly schedule mary be conducive to kigh patiest compliance as it & kss onerous for the patent. In addition, in
our Phase Ih acne tral on aversge, patients expenenced an approsimutely 4590 reduction in mflammatony acne kesions after ust four treasments, with comtimued
mpanvement of sp to 6% roducton of mflamatony kevions 2 12 woeks. Further, approsnutcly 9% of patients had no., or mild, tolerability ssucs al the ond of the
1 2-week (sl and no patsents oxperienced any severe tolerability ssues.

In additn, i ous Phase I il we obderved m:mmmumd mm. statincally significant difference from placebo for all theee endpoints afler just four
rcatnments whik abeo having a mpid reduction on i y and ¥ kesions, W belicve this rapid vis bk res ponsc encouraged patiente 1o contnis
e comply wihlhrnxelﬂd‘!ylppkdnﬂml’:hldthsmtmudlﬂﬁ‘nnlh'hm until ithe end of tnal s week 12 Thes, we believe that a topical
praduct that only needs to be spphed orce weekly with a quacker tme to pereceived treatment elfcct and lewer tolkerability wawcs has (b apponunay to chibal gresier
treatnent sucoess diae o mmproved patiemt conphance kading 1o koval and mpeat users.

DT fior the Trestmant of Mebal i Moderimte Pioriasi

We behove that DM T30 could also be an cffective trcatment for nakd-o-moderate puomass baied on the clnial data recenved from ot rocemly completed Phase 1b
POC trial and the mevitro offoct DMTH hat shown on the down regulbition of IL17A and IL-17F, as well a3 #s case of application to mikd-to-modentc pionatic
lesions with seraller susfice areas.

Praosiasis i charscterted by “plagues,” of mived red aeas of sk covered with 3 siver or white kayer of doad shan cclls refoed 10 as “scales ™ Psosatic plagues can
appear on any anca of the body. bul moat oficn appear on the scalp, knees. chows, tnnk, and lembs, and the phques are ofien ichy and somectmes pamfal. The
prosissis kesions wy chamcterized by hypemprolifieation of kerstimocytes and a hophocytesich miltmte conssting primunly of T cells, I the dermis and cpidenms,
T wmteract with antigenpresenting cells and seorete Thi and Th17 cytoldnes. These activated T cells and the mflanmmatory cytokines they secmte ane
belved to induce the skin kskns soen in proriasis. n addzion o the brasd antnflasmmutony propenics, we have observed i our chnical scne stedics, DMTII0G
ability edhibded m-vire o dose dependent inhibiion of boih 1L-17A and IL-17F, key cyiokmes n ihe path of . Thizs, DMTIH
provide a methesd to topscally deliver tangeted anis-inflemmatony therupy directly 1o psonatic ksions wath good local tolerabilty = an casy to apply regimen,
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Market Upparturity Camenily palienis wilh mid-bo-moderale duease are ciher undends . unds d or d. This kaves patienis sechmg new and
effective tseaiment oplions, Psorasks is a chienk, inflammaiony lk!duu&vcﬂnhdmaﬁuuph!ﬂehhwlﬂ& population with global sales of $14.2 billon
in 2020, whach & projected 1o increic o 5275 bilkan by 2050, Plague-type promasis i the most common fann of proriasis, occusring in more than 8090 of cases aof
proriasi with approsimuecly BFe af patients experiencing the mild disease hmndmmmdmﬂmmhd&edmr. In addition 1o the

dis figurement caused by psoniatic kesions, paticnts ako moy expenience prusinas, or aching, which can be part mmon and both fior patiemis, Not onky
doss prorissis coude dieca chnical chalkenges, but patieals alsow:l’lnlmwnuclmihrlwky of ik 'Pilm can sulier substaniil psychelogical impacts
Trom thew decass, mnchidmg, socil stagms, ochngs of e and ghasne, discrim i th wirkplice, and neduced productivity, among runy others. These

patienis are commonly keoking for a safe and effective prodad to treat ther diease.

Limsrarions af Currcar Stamband of Cieee. Moat of the svailible therapics targel modersic-to-severe discase, measing that mbd paticnts sre undonreated with onc in
Tive not bemg happy with thew curment. treatnents. The tcatmonts for mikl psorasia patkmis are mosily generic, but ane ofien madoyuate to contral a patient’s
dicase. Mild psoriasts patients are fist treatod with topical thomapies due 1o the educed s ystemic expasure. Bowever, patients ofton feel that topical treatments are
one of the negative aspects of proisis, which we believe i panly due to the lmited optiops svaibble ke, coal e retinoids, caleineurin mhibiors and
comicosicmads, Whil: topical sterokds asc 8 very common treatmenl, drswhachs nclude being shk: to be used only for a shon penod oftime sad src sisocisted wah
Ihypetbakon pRutary sdecna axs suppression, skn atrophy hmnmgl sirec (stretch marks ), and 1ehingiectash (spider veins), among oiber sade effects.
Furthermore, some of these side clfects are iveversible, persisting even aller therapy & dscontineed, Consequenth, bigh-polency' topical steoils are mol
recomnded for chronss use and plysxcians geneeally will not prescribe them for treatment on the face, Ao, bound & a known challenge with steroids, whaore
after sterahl discontnuation, the pserasi remms even wirse than i was before stenokl treatmest was initiated.

While binlkogic thorapies, inchsding dnigs such as Fnbeel Cosentyx, Haomsm, and Stelura, are avadable for treatment of prorasis, thewr use romains highly restricted 10
patnenis with modoniiedo-seven: discase, bn the S, with kss than X% of patienis having moderate-to-devere proriasis. we believe a vast mgoriy of the pronasis
market are beft without keeg-toma effective teratiamt options. While sddiional data has caused an eptake of bodogics, thy remain lmsted duoe 1o muliph Beros,
nchiding being ndicated only for use in moderate-lo-sevene paticnts, high costs, consequent rembursement and access restrictions, fequent high patknt co-pays,
perceived sk of side effects, and paticnt fear of mjection. Additxnally, we belicve thore is room far topical products that treat mibd psodiasis fo be priced at a
premum conpared to other lopical prodecta for other mflmemiony shon dmessies e acne. This i based on fact ihat when conpammg tbe cost of bioksge therapy.
which can cost S50 per veas, an cffective and cale topacal prodect for el paoriass could have a lange mpact unlbrmdm.ﬂmrlwc we bebeve physicans
wostld be more Bely to presenbe a topical prodact for psomass long before bindagic and patients ' mikder s i wovt b prefer using a topical
product over & sysIcmic treatment.

Non-huokagi systome thorpy optians for pronasis csst, but ther use o abio bmted diac 1o bl aude cifects, lasit (OhcAa), an oral PDES nhbeos
generated mone than 51 bion o saks m all mdications: m 2099, bat has only achieved a syl patiend share m promasis duc o Etations on s @i 1o modorate-do-
severe patients, s mudest symptomatic improvesment, and frequent adverse events, We helieve there is sbill 2 great need 1o brng to muket & product that addresses
ol -to-mode e peonas.

Dize to the shorncomngs of exstng topical therapies and the bck of options providing mebuest symptomatic smprovernont with chronac treatmend, especially m the lst
28 years, we bebieve there renuis 8 noed for @ sale, offective, and casiy apploable topical trestment for chronic discase, that has o low rsk of side effects, i well
roleentod, and can be casily apphed on all snatomical arcas,

O sofuiion for Mld-to-Mderate Paoviasis. Similar 10 the needs of patients with acne, we believe patients sulfeing with psoriases might comply beitor wilh o
treatment that is casy to apply and requimes less apphestion tame than cument trestment options, DMTI0, i approved, could be wied a5 a fist lne thempy for
patents with mkd-io-smaderate psamasis. We believe the spacules wichm DAMTI0 will help beeak up the psematic ksions, while the anix-inflammutory compoacnts of
DMTH0 asswi with the bealing of the kesions. Due to 1he hiztorkcal use of Spowgpills and the buman safety data collectad 1o date m our clnkcal siudics, we beleve
DMTA 0 may be suitable for eng teomireatmend o chronic proriasis due 1o its anigue @it and s safety and y profike:
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In addiion o the mechanical effects of DMTIG, exructs of the organic maienal have shown mevilo to have a dose dependent mhibtion of TL-17A and [L17F
sgerction, [m ihe demmis and cpidenmis, T hophocytes imtersct with astigen-presemiing cells amid secrete Thi and Th7 eytolines. inclading interferon-gammm (IFN-g)
mterkeulkn (L2 Ilrl‘.f,Tl.-n,ml urmr nectos s Ssctor alpha (THF-ok Thess actvated T cells and the mflammatory extokines they seorete are bebeved 1o miducs

the skm lesinns seem and be s o the disease’s mmmune pathwry We know that there are mukple spproved IL-17A inkibsors on
the murket, urlllun:wlu-umblf'mﬂl!!ﬁ ovantis ) and nekgmnub (Tahe®, Ei Lillv and Co, ), but these are both biokagics and onby indicated for patients wah
e 5 who are candidates for systense therapy, The lemited pationt population who sre condidates for these biokegic treatirents = & small

poncentage of the overall promasis waiket, ThoreSore, a topcal prodisct that can mhibil the 117 paboay = the skin with rensmal sysiens cqposine would be an
eal aption for bath physicians amd patients,

Hased on chnical and mon-chnical data pencrated 1o date for DMTIHL and anccdetal evidence of DMTI 10 effect on paonatic kesions, we comploled a Phase b,
apen label, POC stsdy | milkd-to-modemte prorasis patients in Cctober X020 Ths ial mchidod ence weekly tnatmenits of DAMTI0 Gr 12 works m 30 mklo-
misderatc paarazis pationts wihhﬂm covenmg 2 1o MPG of their body surface srea. The prineny endpoits. im this trial wore the Physican s (lobal Assessment,
which is 4 bpoint scale g the physicin's of proriast mﬂ!al'kmch &KMKAMMMMBMIW
scale measuring the pronisi discase sevedily laking info account qual chncss, and ecaling) and degree of surisce arca
mvohemont and the Prartus Visual Analog Scake consimis nllhrpumu‘nmm:ul‘pmim.orm:.n-ddlmmnnm-holmhhymduﬁi,a:nnmu
We amneunced top-ine resulkis i Oclober 2021, and based on the elficacy, salety and lokebilty profike seen m the POC tmal we mitated addstional work 1o belter
mformthe clinkcal trial design prior to moving into a banger Phase L placebo-controlied. clinical trial upon the receipt of sufficient financial resources.

DT fivr the Treatment af Moderate-to-Sovere Reasmoea

O December 3, 2012 we announced topbne resuhs Fom our Phase 2 tral of onceweekly topicsl apphestion of DMTII0 for the ireatment of moderstedo-sovere
modacea, Thie data was supportiv of DMTI10 2 3 teatment for milamrmeton tkin ds eases, bot the tosce snudy dad Bol meet 18 prmmary endposits. Whik some
patuents did achieve a nvaningfial chasge i their rosacaa, with 36% of DMT310 patints mecting the criteria for a responder on the Investigator Global Assessment
(WA} score, DAMTII0 was not able to slaisixcally sepanate from placebo with 235 of placebo patienis meeting the onena as o resposder ol Week 12 A treatmend
responder & defined as an 1GA gade of “clear” or ‘almoal clear’ and al kast o 2-grade mproverment from bascline. We bebeve that the 23% drspout mite = ibe
DAMTID growp may have comtributed to the omcome of the stedy. Aller further asscssment of the data, we beheve DMTIH muy nat be tokomblke for nosacoa
patients, wh tend to have more sensitive skin.

Based an the fosepamg, we have decidad not to deviste any funber fnancial maources to developmrent of this mdscation for DMT30, and we have detemned nat 10
putsue Rurther development cifonts mganlmg ths mdiation for DMII0 We will continuc fo focus ouf Fosounces an ouf IVITII0 program Bor acns based on the
statmbically sgpnificant resulls scen m our Phase 2b study.

DIMT00 foor phe Topicl Defivery of Macromalccules

DAMTH0 s our combmation treatment regemen that sidoes the anique mechanical featores of owr Spongilia technology to facitaie the mimdomul delrvery of

lecules, such to, lomsl sntibodies, denml fillers, or vaccmes, by topical applcation pber than with mjectioas, These macrmamokeoules
ey bghly effective and sppeoved for the mestment of mulipk medical asd scsthetic skin conditions and discases, but cumently ane mod apprved @ o 1ophcal form
becamsi the mokcular stnictiures are 10 lange 10 penétiale the stiamim comeum, the skin’s owlermod! defonse bamve Thus, all cuncnt macn skl halment
options for skin condiions and diseases musi be mgecied, somcimmes reguinng puoerous ngeclions. We believe thal DMTH00s topacal spplcalion regimen. may
provide patients with a topical irestment option for both medical and acsihetic dermatology comditions wmg produces previously enavadlible wo them in 2 topacal
trcatmeni.




Bmge 3: Silicvous Spicules Microchannels

DMT400 works by first topically applying our proprietary sponge powder to the treatment srea wherein the mechamics] spirules of the sponge penetrate the skin,
therchy creating microchannck o the denmi as doom in image 3 above. UnBie a derm rolker or erber miceoacedie technokegy, our omique spicakes. iemain in the
skan far oac Lo two days alknwing the microchanse] (o pomom opon father than closc up, as they woukl aflcr wing a demu rollee With the mcrochanned opeon for a
longer pened a macromokecuke can be apphed topically fo ihe skm and = thus able i penctric mio ibe derm, We bebeve ihas fopical applicainon of a
mocrarenleculs can be massaged mio the pewly crvated macrochamnels thereby facilsating ibe delvery of the meoemokouk. throwugh the micrechannel and into the
e, without the meed for mpections. This targeted delivery to the demms rather than delivery 1o the systense cineulation, my decrease the systemee spread of
these nusmirmkembes thas potentmlly reducmg sude effects seon with inpectians, while incroas ng targeted application to where the discase neshles

DTS {6 for vhe Treatment af Privury Axiliory Mperhidroats

W mially tested o DMTH00 inatnmnt with our DMTA10 program which consets of a topxal applalion of sar propictary sponge povtder Rollowed by a tapscal
applcation of boiulium foxm, a mucromolecuke. DRTAID was mitially fesied inoa Phese [b POC trial of ten (100 palenis with primary asillary hyperhabrosis io
deicemine if our sponge powder coukd sucvess fully Bodiase the sieasdermul delivery of Botulinam toxe and poteniialy oiber mucronbecules, Based on the resuls
scen from this stedy we bohove we wore sucocssful m delvermp active botulmum toxn to the domms for the treatment of prsmry axllary hyperhadrons. and
potentially other ska conditions.

Marker Cpportuniny, Hyperhidrosis & 8 Beahering disorder of ewessive sweating ow of proponion with thesmoncgulitory requireenents. While many paticsis moy
eabiibit this cxcssne swsating ® roapoansc te specilic nggon, such as enobional sircss, othan may calidbit symploms spontancoasty. Typically, the duagnosts of
hyporhidross & basod partly oa subgective measumes that measure how the cxessive sweating affects 2 paticnt’s quabty of e, Physicans abo grvimctncally
measure the smeust of swest produced, though there i no standardined thresbold which defines hyperhidrosis, [ is bebeved 10 affect an estimuted 15 nslion people
= the LA alone. The LS presorpiion hypethadrosis muket had approsmutely 366 nallen in prescriptaon phammccutical saks m N0, and & expected 1o reach
approxamtcly 5252 millon in 2030, with almodn 40%% from mections of BOTOX, acconding te (Roballata bae. market data. Accanding 1o a 2006 update on the
prevalence and severity of hyperhidross in the LS, asilary {undersmm) hyperhidrosis, & the most common fom of the disorder. However, patients are affected by
other farms iz pakewr (hends ) and plamar (feet) hyperhidrosis, which we bebeve DATAL0 may be sbie 1o treat and avoad the sade effects soem @ studies of poar
adirinnteation of nird ol njoctions

Limitativns of Current Shimiards of Care. Whike the prevakence of hyperhidrosis = significant, reatemeni oplions ase miled, and musy come with unwanied side
effects mulang patient scceptance kow: Typical first bme therapy is usually with alumum chloride-based antiperspiants, but many have potential drwbacks, Fiest,
daily applcations can be teer consusmng kadng 1o poor compliance among paticats. Sccond, many asipomprants arc iratag to the sk loadng to teatment
dmcontmuation. Lastly, topical shimmniam chlonde tocatnent bes o transient dumtion of cifect and reqaires frequeont reapplication fo maintain sweal control. More
recenthy, topical smticholinergics have been investigated by compasics such a3 Botamix Inc. (formuly devcloped by Fresh Tracks, Inc) snd foumey Medical
Corpomtion (fommerdy developed by Demmim, Ine ), bat we bebeve they tend 1o have the same side effects as systemse snticholmengics which are used ol
These sade ¢ focts mchade dry mouth, dey cyes, bhumed vision, headschc, urinary rocntion, among olber, The unmanted side oo moimm intodeeahis that ap
to onie thind of patients are forced to withdraw from teeatment. I topical or systenic treatments fail, then paticnts can get of taxdany
witich has been shown io have a greai treatmeni effect, bul iseaiment s very lschnique driven, requing a immned physican io administer the toxn 1o the tha layer of
the demms. Many tms, poor Ireatment response with botulivum toxn & due to mcomed or msulficksl dosing or meomect admnutmtion. Pateats nuy ako
Gpene: miston sie pam or ducomon, whach nay be acconpaniod by sweling and brusimg. However for the inatment of palmas hyperhadios s with madomrmal
mjections of batulmamtonin, the most notshle adverse event & trnsient hand weakness, i sdmins tered moomecthy. As a bist resor, patients may alio seek sungery
o treat ther hyperhidrosis, If less mvasree treatment options fail Whiks there sre treatment opticns svaibble fior hyperhidross patieets, only about half of affected
mdrvidial seck icatmen) duc to social cnharasamem asociatod wth (b disgnosis of the dacase. We bebeve ths kaves a wide gap in the nuskat for a produst
that combines the efficacy of botulngm texn with the safoly and wlerability proflle of lepical therpics. We beliove DM T, i sucossafully commenmbiad, could
address thas umdersorvid nurkcl opporundy.
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(her Solintion e Primary Avillary Hiperhidrests. Whilke premry asllary hyperhidross & idiopathic, the mechanim is theught to be neunogenic ovenacivily of the
eecring {eweat) glinds in the aflfected arca. Based on the suserany bass For appeoval of BOTOX, we knew that botulinum todn type A has a clinical offect on
hyperhidrosin, which acts by disupting sympathetic stinubaon to the ceonne glands nsuling n comsiderably reduced asilary sweatmy from four 10 12 mombs.
Tased on the package msert for BOTOX. miraderml mjections of S0units of BOTOX saw a greater than 5P decrease in axllary sweal production in X1% and 41% of
patients treated with BOTOX or pliccha, respectively, m four weeks., While mimdermul mpoctions of toxn appear o be very effecive, the (resment
requines multiphe injections into cach milla, which & time conswming for 1he reating physician and admenistmtion & very technigoe sensitive due 1o the thin nature of
the derms. Addeionally, given the natune of the target tiguc bomg mone sonsitive, and the namber of mpctions roquerod, 1 s bohevod that wjgction sie pain & a
mujor catse for the ek of complance. Thas, we believe a bopical applcation regimen, capable of penetrating the stratam comeum to delver betulinim toxm indo the
denms, may be able to exhibi similar efficacy with greaier compliance and adoption. In a Phase b FOC sindy of DMTA10 for the treatmeni of axliany hyperhidrosis,

we saw a grester than S0P decrease m anllary sweal production m 800 ol palknis at week four This resull supports owr bebel that tepacal apphcation of Botulsum
fuoan i our Spompilio lechnology 1o the dermms coukd be a viable allomative to mieaderml mpe<tions. [fspproved, DM T40coukl clnmate the need for mtrademmal

mjections of botulnum tosm, Therefore, we beliove DMTAID coukd ally be a aption for patients suffering with prinory andllary
byperhidrmsis, Additienalty, we slio believe that DMT410 ey be an effective treatment ﬁrplimwmwhypﬂtlde- due to DMT410% delvery of botalinam
toan 4o the demm without the ik of distance spread of town 1o the manck o with = b boom, DAT410 conld lemt the side cifects

secn with intradormal inpections meludmg hand sweakness and admnntration pain. Mmkmmmlhﬂ DMTHI0 will recerve FDA approval for
hyperidrosis,

DMTIIR for the Treaiment of Aesthetlc Corditions In addicion to the e of DMTA0 n the teatment of hypethideos s and other medical demmmlogy conditions.
llld‘l as acne. baned on the data from oar socent Phase 1b POC mal of DMTAH for the treatmont of muliple acsthotic skin conditions such as pore s, scham

fimie Ines, L , and bngh of the slon, we bebeve DMTAI) has an opportumity to be used for the reatment of mukiphe acsthetic slan
mdl-uni Fotulemum Lo uhﬂn!olm 8 variety of gesthetic skin conditaons, bat 10 schieve these positive effects, the botalmismionn needs 1o be debvened 10
the denrns puther thas the muscle to have the desinad effct. DMTHI0% unaquely sined spicules create microchanaek through the sirtem comeum snd o the
deris that ars large enotigh for botulimm tosn 1o be deliverad to the demms. However, the spiciiks are oot long cnotigh to reach the mesche kiyer which Ervts the
poicniial distant spread of foxn and ial sidde eflicts. ; xam acts by blocking the release of acetyicholing it the synaptic clefl, where i binds Lo a
cholnergic receplor. therchy inkibiteg sympathelic nerve function, This shility to mhbil chobnerge: tnasmson makes o uselizl (o treal indications wath plindular
hypenccretion, e schum produstion o kyperhadros i, which anc pantly camied by hypemctve sympathetic nerves. For acsthetc mdxatons, since batulmam laxn
mmast bee defivered 1o the denmis, meradenal mjections are typicaly reqained bt can pequire numercas ingections i ander 1o cover the larger surface area 1o treat these
sesthetic skin conditions as comparad o tageted hﬁum o the musche, Intmdemal injections can ko be difficulk 1o effectively sdminister sad may be paimfisl for
paticnts, This tends 1o lesd Lﬂpwrldwwimol’ihu thernpy, which is why we believe there s currenily no oppeoved scathetic indications widsang niadermal
mjcctions. Additanally, o tophcal I af a batuk mmIm—nbem-pmmd.ﬂ:bdxlolhm:ol‘mcrm&mlr-dudn‘ﬂniynp:mm;lh
strafum comeum to reach (e domm. Therefore, with go cumendly approved st or topical ications methods of botulinum toxm for acsthetic
skin conditions, we believe there is a luge musked oppoftunity for a product that can successfislly deliver botulmam foxin by fopical spplcation inio the denmis 1o
¢ a patienl s acsthetic appeanance. I approved, we belicove DMTHI0 can sddress this makes,
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Limstations of Stamdards of Core Whike inpections of hotalinam toxn mio the muscles have been approved Tor many years for sesthetic incatments such as the
reduction of glbellas, luenl canthal o Barchead lnes, there are many other scsthetic skin conditions, such as enlarged pose siac, excess schum production, fise lnes,
docreased hemnosity, amd decreascd beghiness that bombnam taxn has been denonstrated to smprove but a botslinum tosmn predisct, whether via intademmul
mjections or lopical application, has yet to be approved for these mdicatons. This may be because these assthetic ndications typically requive hotalnum toxn to be
delivered to the demis mther than the muscle, which dwe 10 the thin nsture of the denmis, can be nore difficult than injecting into the muscle. Additionally, the arcas

ofthe face roquining inrsdermal imjections ane much mone sensitive and thus can be more painful for patients, These inradermal sesthetic mdications typically require
& wakir disy afl o 1o be devored 1o the demis miher than the fow npeciaans mio the muscle aoedod Tor the decper facts] lines. Somy intradrml
studies have requined 2530 intradenmal mpections m the fice 1o deliver sufficent quantties of botulnum toxdn to the demms. With some patients having a fear of
needics, o treatment that can avoid the wse of needles would be desisble for tha ion, Addite topical son of b tooin has been difficult
dusz to the size of the malocuks mmking it dificult for the bolulnumionn to penctmaie the simlamcameun nsuling n many lopical applicatioas being neffective and
ducontinoed. An canrple B Revance's TN prodact which did aot achseve the prnury or other secondary enslpoinis m a Phase 3 iral for the trcatmoni of cow’s.
oot and thorefore, Revamoe doses not plan 1o continue develapment of this program at this tine, Anotier botulimum tosn company, Allergan (now pan of AbbVic),

purchased & company in 2016 to pursue dev of & topical bomlinum tordn prograny. However, we helieve Allergan has nos conducted any studies with this
program We bebove most botalnun toes PRy d in developing 4 topical eeans of admmisierng botuhnum 1o that bs ks paibal, casy 10
apphy, provides wider coverage of toon, lldhtlpull:ﬂnu.ﬂd spread of tosn, but o product has yet been seccess fally developed.

hwr Solusion for the Treatwent of Aesthetic Skin Comditions We bebeve o product candidate ke DMTA10. which may be able to succesfully defver botulnum
foadn to the dermis covering a larger facial asea than mpstons, woukl provide 3 new treatment mnhlmﬂyn{mﬂﬂn;hwﬂdm sisch as peduction n
pore s, schum production. and fine lincs, and improvement = skin ity and thua p b market for aves. of botalmemn laxn
beyond mjections Im:lh-cmuscleI'n'unlmlul'doephﬂ.“rlw_kvgmimﬂybelbklnpmlkpllm‘ﬂ:unpxllwwmulbutﬁ:pl-
lbd diwcomian 1ypicslly mwmod with injections of bolalmem wan, Addiionally, we belicve sdminsiration will be casier and less time consumng for

logist, mmking @ an adds vahit driven option they can offer. Whike curment botulrmm toxing are spproved for Bjections moo the Gl muscles
to et docpar wimits soch as ;muuﬂ atcral canthal lings and forchead lines, thene femiin mmny other acsthotic conditions of the fce which could greatly
benefi flomian d in, expecially via iopical apphication. Ueriam aesthetic indications such as reduciion m fine bnes, pore s,

anil schum production, -dlwmwnmwwwmmm typically ned treated walh mpections mio the muscles but need hotulnum town Lo be
debvensd 1o the demms to have the proper elfect. With DMTA10% umiqucly siod sprake., we behove # can create numerous mcnachanneck mio the derms allowng a
pﬂhuyhuuﬂnpdqsphmnlmhmmﬁ cme-d:edembomhummhnabblo:nmmhmpcbmmdmunt:hnmmymimm
sine and overall ofiess of the skin. A ' an hiss been d 8o have s beneficisl cffect on the mesn volame and depth of facisl Enes
givimg the skin g smooiber sppeamnce. Therefore, we believe there may be a need for s product, sech as DMTAI0, that can faciltate the topics] spplication of
botulmum woxn mto the derms, te teal a vasicty of thoie scstholx skin condibions.

I appraved, we beleve DMTAI0 has the potentiaf 1o expand the market Sor b tonns” o nuliple additional aesthetic sk inms. We bebeve
TAITAI0 can be an effective produsct at delivering bdoacine botalmum tosn with a topkeal appleation for treatment of pore sbae, schem productson, fine s,
lananoaxy, baghtncas, ml.mlhu lmnrnrt and poisibly nore. We reccntly conpleted a Phase 1h POC il of DMTAEHD for the treatnamt of mukiple
aesthetic skm dn m pore ste, schem product, limmostty, brightness, and Clobal Acsthetic smprovemont afier ane
mmnfmmmwww this PW!:I-I duced data which d | that DAIT410 was shie 10 debrer botulmumicedn 1o the denmis and showed &
reduction in pose stz neduce scbum production, inproved kmnos oy, mpoved brghtaess, snd smproved the patiests” Gobal Acsthetics. This study sko produced
no adverio events and provided scceplable tolerability data with odly uiumkn‘ni:,- effiects seen fleen (15) mmutes podt eatmel, We bebove thi data wamants
fusther development of this program end we are cumrontly seciang a paniner who has o botulinum ledn they are laking te develsp for scsthetic skin conditons which
require delivery of botulinam toen to the denms, There can be no assumance thas DATA10 will recerve FIMA approval for any aesthet mdication or that we will be
absle to find a paniner for




Tuhle o Conignts
Clinisal Progress of our Lead Product Canddates
T 0 Pharee 3 Clintcal Trial Progrom for Acne

In Decomber M21, we nitiied the DMTHD Phase 3 chnical program entitled Spongills Treatrent of Acne Rescarch stady (STARL The DMTHO Phuse 3 chnical
program will mcha: two Phose 5 elinical traks 0o evaluate the efficacy, salety, asd toleeshility of DM 0 in patients with nodemteto-severs Beml acne. Fach Phase
3wl will b randomied (2:1), double-bled, placcbo-controlied, and will ermoll appeosamatcly 550 paticens with rodirntc-to-gevere aone, ages 9 yeans and oldor in the
Unifed States and Latin Amenca. The primury emdpouids are ile mean change fombascine in nffaomatory and nonmfanmutory kesion counts and the Investigator
{iabal A {MEL) mte, Kid & messored on o S-pomt scale (0-4), with a trestment resposse defined as ot least o 2-pomt mprovement from
Baschne and an KA score of 0 {ckear) or | {abrost chear). Patienis will be trcated omce o week for 12 wecks with catber DMT310 or placcho and will be evalested
monthly. STAR-1 & the st of two preotal Phase 3 b, with top-lne resalls expectod m the first quanter of 125, Upon adequate fmancing, we will milale the
secomil Phase 3 chnical trial, STAR-2, which will be fallowed by a long-tomm extemsion staily as required by FIDA. I pod tive, the results from both Phase 3 clinical
triaks will be used to suppornt the filing of an NDW with FDA

DMTI® Phare 2b Climical Reswlts for Acne

In Jume 2000, we weeived nesults flom our modomiaed, doubl-blnd, placet: Phase 3 clinkal trial of osce weckly treatments for twelve woelks of
TRATI 0 for acne. 'ﬁ'nmhiII1MH»—.=~M&Mpﬂhmualﬂnmilllima.mulheU%Mﬂlmmkﬂhhl"maﬁwmﬂiﬂhlw
at leant twenty (200 non-miflammadony kessans, twesty (20} inflammtory kesdons. no moae than twe (2) nodukes of cysts and be o moderate of severs (meanmg a Jor4)
an the 1GA scale of aone. Thie JGA scale conssts of o S.pomt scale, Gd, with 0 bemg clear, | bemg almost clear and 4 bemg severe acne as graded by the treating
physician, Patients were randoenly divided into twe treaimeni groups, either 1o recemve TIMTHI0 or plicebo, Patiests were required 10 spply the product, whether
DMTI10 or placebo, 1o the ontire face, 0nce weekly for 12 weeks with the fiest raw weeks ofireatment appled @ office under the supervision of mned sty g,
them the renuming 10 weckly freatments were applied 22 hoine by The patiens.

The prmury chnical endpoints of tle: tral mchaded the absohute educton m @ v kesaans fombasclne, The dary clmical endpoints mchaded:

- the absahate redaction in mom -nflarmmstony ks ions Grom baselne;

- the HGA with a respender beng a patient with a 2-grade change in BGA scale and bemg a Gor 1 at study oo and

»  safety and tolerahiliny.
All statmixcal snalyses and data shown for our Puse D study are on the -0 or ITT, 1! The ITT paipual mechaded all rand d subjects m
the groap to which they were randomand, segandess of study dnag meceived o if they completed the study, The ITT approach provides an unbised comp

among the Ereatmen! groups.

'Ihcmlwwnl:udphn:mm:halﬁlmmnh’pmnﬁcmwuhicu 8 chvically meanmgfsl effort for all efficacy endponts of the tral, namely

o and ;hsmudlﬁmpmdm?m-bﬂ!bauum:ﬁmﬁule&xymdwm:m:mum sipmificant at
Ihw_l.lﬁno-bhﬂ‘ i o he slatil i for woek cight and week 12 when compared with placeba, Patients saw a
mapad and ined b (Y efl'euu change in y kesions with & 45% reduction i inflsmeatory ksions ot week four and resched
6% reduction in nflaraion kioas at wesk 12 compared 1o 24% and 42% reduction of inflasmmmony ksioss for plcebo a8 weeks four and 12, respectively. The
effect an Iesdons wore abo staimbcally significant after four wecks, wigh the therapeutc effect of an approxsmtcly 36% mduction = non-
mmwhmnmﬁmm"lmm:mﬁiﬂ-- 12 weeks, which was statistically significant when compared with placeba. In addition, both

v and 1 v percent reduction in kesion counts had Povalses of kess than 0000 at week four snd week |2 when compared to placebo,
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Tuhle o Conignts
We ako saw an carly stalsdically significant separation m BGA with 15% of patienis in ibe DMT2I0 group considered responders on the KA scale, or wha had an
G scome ol 0, “clear™ or 1, “almost ckar” sfer only 4 teatmesits as compared with just over 26.of pationts on placebo. This statistical separstaon continued for the

renminder of the mal where at the compltion of the mal, or week 12, #8% of patents @ the DMTI 0 group, conparcd weth 17% in the placcho group were 1GA
responders. The difference was statintically significant with a Pevahie of bess. than 0001

o reposted dnag-related severe adverse events weee reported i the trnl The dnag also sppeared 10 be tolorable by 8 mmjority of patients with greater than 5% of
pataenis experkncmg no of rild wokorabiley wilh ne severe drynsis, scaling, orythoma, of bemmgistngmg ropodod a1 week 12 O those pateenis who did repoet
ftnlerability isswcs, they alo reported ihat the ssues were ussally tansient and pesoboed quackly withou! miervention. Based on this data, afler meciing with the
FIA, wee expect to proceed to Phase 3 clnical trads with ibe same clinical endpoimis and tbe same formelation of DA T3 10 for moderte-to-seven: acne.

The Tollewmp dugrams and table show the shaolate reduction of mik w and ik ¥ leswons from basclme anil the emd of study, of week 12, for
Both TIMTI10 and placcho (lmge 41, and pescent reduction o i y and non. y kesions fom baselime until end of study, or woek 12, for both
DMTI0 and Placebo {Imege 5). Albough reduction in non-inflsmmatory lesions was o secomdary endpoint of this mial, & & o reqaired metric for the Phase 3 sone
studics mocessary for FDA approval

~-DMTID  —Macobs ~=DAMTHID - Pucebs
figan Change from Bassline - Maan Change from Baseling =
Inflamenatony Lesion Count Norrinflammatony Leskon Count
Inmage 4: Mean reduction of 12 v les fams. firom bascline wnti] end of study, or weck 11, for both DNVIT2 00 and Placcbs
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=DMTIO == Platebs ~=DMTI0 ~=-Placebo
Percent Change from Baseling - Percent Change from Baseline -
Inflammatory Lesion Count Non-inflammatory Lesion Count
Inmage 2. Percent redusiion of d y les o Tirom bas e line umibi] emd of study, or week 12, for botl DAVTY0 and Placebs
50.0%
45.0% A%
A0.0% -
15.0% *e% p <0001
30.0%
25.0% 21.0% "
20.0% o 17.8%
15.0% g4 0%
10.0% 7.1%
5.0% 2.4% -
Fixe, I
Day 29 Day 57 Day 85

mDMTILG = Placebo

Responder: IGA 2-grade change AND 1GA=0 or 1

lemage b, bvestigator (Jobal Assessment revpesse raie of Day 29, or weck 4, Day 57, 0r weok 3 and Day 85, or week 12

€l As used m the dagnes and bl ahove, the reference to “Povabse™ (refative 1o placeba) means 1the probahility of being wrong when assorng thal o e
difTerence exnts berween the nesults for the relevant pationt growp snd the placcha group. For example, s “Povalue” of less than 0000 indscates that there i
less than one in 10,000 chance that the observed resah in the tresment growp and the ebaerved result i the plicebe group are the same. A “Povalue™ equal 1o

o leas thar 008 means that a oo d s sta s

121 “Seccess” i defined as an K score of "chen™ or “wlmest clear” and a 2-grade change in KA wpon completion olbe study.
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Additznalby, ihe safely and tolerabiliiy profile of DMTI Hbappeancd (o be accoplahle with a siall number of paticnis epenencing incaimonl coergend adverse evenis
as seen in Image 7 below bn this Phase 3 inal, ne subict reeciving treatment with DMT0 experienced a severe koeal skin neaction at stady end nor did any patient
andergo a dose madification. Most tolerability Bancs were mid and resobved shonly after appleation without asry rescue medication & seen n mgs 8 bolow:
Owverall, DMT 0 was generlly safe and well tolerated by patients when applied ance weekdy for 12 weeks,

DA Placcha
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DMT316 Phase 2o Climived Reswlis for dcne

In 3% we condocied the fiest chnical trial of DMTINL & msndomesed, doubleblind, 23 Deiorbl placcho-comimlled, Phase 23 clinical inal of DMTI0 for the
tratnenl of aine. We camlled 121 patients 1o cvahiate the tokorabiley, safety, and cificacy of DMTII0 nowd wih 3% Ha0s following 12 wecks of 1opcal
admmisteation in muk and ferule patients wilh modenmteto-severe facial ace. The study enployad a 230 factorial design 10 assess the contribution of each

compeacnt of the investigational produst (Le. Spangilla Lrewsrein topecal powder amd 5 HzOh USFL This Phase 2a clnazal trial amployed the sane clmical
endpomis as our Fhase Ib clmical tral of DMTI10 for ihe treatment of acpe, as discussed above,
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Palienis were madondy divided mio one of four ireaimend groups, DMVITI0 + 4% HyOn, DMTIH + Waier, Placebo + 3% 120m, or Placeho + Water {conirol) The
paticits were guaed to apply the aesigned sidy drag 1o their entire face up 10 oace wookdy for 12 wecks (84 days) begnaing on Day | and thaough Day 78 (a
applcable). Durmg study center visats on Duys 2% and 57, o defemmmation was mide for each patient, based on the nvestigater’s Global Assexsnumt (I0A) score, ax
fe whether study diug applcatsen would contmus once weekly or at a kower brweekly frequency {ence every 2 weela ). Specilically, patients with an 1G4 = | at the
Dy 29 or Day 57 vistts contmued with ence weekly study diag applcations, while paticnts with an 1G4 | @1 these same visits were instnacted 1o sshsequently apply
thew magned stundy dnag bweekly (soc Imuge 9 bolow for a prezentston of the stady deag appheation frequency algorthm).

[ hayn 1% 85 Lﬂé ]

Trwai wwshly
imyn 3T, ek, Ti® wmad T

[
Bt G, mindl BURA, ¥ et I ofThee Greaiamen
To Trewsmen

Image . Application Frequency Algorithm by Study Visit

This Phase 2 trial showed statistically significant and chnacally meaningful effects for s endpaint, sbaolate reduction in mil ¥ beshons when conparng
TATI + 3% Halk and phceba « water (cantral) groaps at both week 8 and week 12 or end of study. At weck 12 DIMTIH0 + 3% 100 had a 16desion eduction
ﬁwbuthrlhhm+mhdmllbmmlnhmhs¢he with a p-valie of kess tham 005, Across all the ircatment groups. there was @ mean
decreasy from hasclne (L. mprovement) i the infl v amd y kesiom counts 3t Days. 15, 29 57, and 85 However, there were no starstcally
significant differemces. between thie DMTII0 + 3% Fls0y group versus the plsocho + water{control) group for the mean changes from baseline in son-milammtory
lesiom counts.

We did not observe s statistically significant differemce botween the DAMTII0 + hi?l_z{)_tlwlndllwphmh = walor foomtrol) growap i the percemtages of
patents with BGA teeatment smecess (B scame of | o Dand a 2-grade change) or patsenis with 1-grade or 2-peade inprovements fom baselne m K6\ o any vis. At
Dy &5 in the DMTI0+ 345 HaOn, DMT30 + water, phaccba + 76 HaOn, snd placebo + water groups, 2006%, MuPe, IT6%, and B05% of patients had 1G4 teatment

responders, respectavedy: 66,7, 66T, 65.8%, and 35.7% of subjkcts had o |-grade mprovement fom basclme n the IGA. respectively; and 3740, 2000, IT6%,
amd H.5% of subgects had a 2-grade sprovemmt from baselne n the BiA. respectively.
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Analyats of Placebo: Alter speakmg with the climical investigatons m the trial, 8 was determined that the higher than nonml placcho response m non-infhamony
lrsnlun'l) Mchﬂﬂﬂu’;dﬂahlhﬂﬂml of the phceho, which reguired patient to scrub ihelr face, resulting in exiblation of the skon amad removal of

da and blskheads ), thereby reducing non-mflammatory ksban cownts, We believe this caused a placcho response rate that was msch
hkﬁnlﬁmhpﬁuﬁumﬂlﬂ scen i other topical Phase 2 scne triak_ As a resubt of the madequate placeba, we developed & new proprictary phiceba
formoulation for our Phase b clinical trial.

Owee weelly ve. Biweekdy Treament Scivedude: Dise 0 this bemg the first time DWTH0was studsed i modorale-io-sovons aome pationts for 12 wecks, o comsorvalive
study design was chosen to ensime patient tolerability and safety while attenypting 1o mmintain efficacy. Thenefore, we allowed 10A treatment responcders (HGA score
af 0 or 1) to move bo a brweekly or every other week application schedule as discussed above, This resulied in 3 owt of 27 patients i the DMTI10 + 3% HeOy groap
and Oout af 29 patients = the plicoba + water growp moying fon an 1G4 soafe of | Incatmonl medponder) at woek © asd regressmp to an 1G4 soone of 2 (tncatment
failire ) at week 12 Thenefoce, our Phase 2 chnical inal of DMT310n noderate-to-evere aone pabients mcompombed caly once weekly appheations for 12 weeks with
no hiweekly aptioa,

Wo stattstical or chnscal differonce was seen between the placcho + 34 H0n and the plsccbo + water groups, which we believe indicates that ¥4 HzOn by fself does.
nod have a inzatment effect.

AT 1 mewt ateps for avne

After peceiving positive feedback and slignment with FDA fromn oer End of Phase 2 meeting in June of 2023 we hegan enrolling patients in our DMT3 10 Phase 3
poogfan @ modoralo-to-scver sone in Docember 2023

The DAITII0 Phase } program will include twe, rmult-center, phicchocontmlied trak with idemtscal chinscal endpoints as owr recent success fisl Phase Th chnscal ral
of DTN for the tneatmmt of moderate-to-severe acne, (Once we receive fop-Bne results from both Phase 3 stadies, assuming pos#tive resulls, we plia o fik o new
dnag apphcation, or NDA, with the FDA shonly thaeatter. This Phase 3 pragram s insended to be designed 1o demonaimate the safity and eflcacy af the trestment
af DMTHI0 reltivve 1o placebo for the wrestment of moderstedo-sovere aone. Pror 1o, or i parlicl wah our plinned Phase 3 program, we intend 1o continue
conducting and comphete the sddtional nen-climics! studies mecessary 1o suppon the (ling of an MDA, We akio mlend to conduct o kng-tenm safety stody foliowing
the gocond Phase 3 chmical stady, IF DMTI0 & approved for the irestment of acne, we beliove DMTI0 can cventually be an afieactive presorpion 1o ovie-the-
counter switch, of Rto-OTC, targer, which could provide 3 substantially brger sakx oppomundly. There can be a0 assurance that DMTI 0 will recetve FDA
approval for the trestment of acne.

D310 Phaee Lo Climicol Reswlis for Paorlsrb

We conpleted a Phage L POC trial of DMTII0 for the of makd. it s, Ths wus an open-label, mulicenter, | 2oncek study i 30 mikdao.
mederate paonssis patients with psonatic kesions covenng between IMpnfMﬂurﬁww The trial aimed st evaluating the tolerabiliny, safery, and efficacy of
once weekly treatments of DMTII0, which coaciste of 2 grems of Spowiilo powder meed with 6 mL of % H;0n, One mibd of modeeste leshan was scketed, and
patients wiere requised to apply DMTI M0 the entire lesion, once weeldy for 12 woeks with the first two weeks of tneatnwnl applied in office under the supervision of
raimed sl then the rermming 10 weckly tremments weee spplied a1 home by the patiens,
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The endpoints m this study mcleded:

. Physwans Global Asscusment |PGA) of dissase severity with suceess defined as absent or very mild dscase, & seore of Dor | ispectively on a S-paim
scale, a1 the target lesion sfie.

- Prorizsis Arca Severity Index (PAST) ot the 1anget kesion s8¢ delined as absent or mikd, & scone of D ar | respecively, on a Gpoint seale. This requined
wach peoratic stgn af scalng, crythemm, and plague clevation 19 have o scose o Dor 1 Borthe subpect 10 be consadored a red posider,

N Prantus Visual Analog Scale {(VAS) lookeg ai the mean change and percent change frombasclne n prangis (ich)

Al efficacy amalyses were perfomacd usimg the As-Treated popalstion, which consists of all enlled patients who secotved ot kast one dosc of stady medication snd
the per protocol popalstion, which consists of all enrolied patients with po s ignificant prtocol vislatoas dising the stdy 1hs woukl affect the efficacy snalyses,

The tnal was conpleicd m Augusi 2021 and showed an scceptable safcly and tolrubility profile that we bebeve o clinically meanmgiul and warmants farther
mvestigation of DMVTII0 as a p ] Tt rrak- b dh DAITII0 was able 1o achieve o PGA sgore of Bor | for the wanget kesios in 2965 of
patenis a week B DMTI0 abo domonstrased a sotal FAS] seore af 0 ot | for the target lesion n 3505 of patients a2 week % Notably, DMT30 demonstrated a
19 reduction from baselne i prusitas (ech) a1 week X with a peek reduction of 22 %55 We heleve these findings. froma POC trial are encouraging for the potential
wie of DMTIH0 85 an easy so apply topicsl treatnent for mild 4o-oodemte psodissis with an scceptable safcty and solershilly profile.

Mo meported drug-rolitod sevore advenic events were reported = the tral and onby tas Incatmont cmetgent advenie events weee reporod, bath bemg appeataon st
prarfus. Additionally, the dmig aleo appeaned b0 be lokerated by a maporily of patients. O (bose patients wivo did report iolersbility issues, they ako peported that the
wsues wone usally transient and reschved quickly without imtervendion.
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trage 10: Local Tolerability
DIMT3 10 wexi steps fov peoriasis

We arc pheased with data akeady scen in our Phase | POC tml, especially seaing a reduscton m ich as thal & ome of the main complints of patents suffomg flom
peoriasis. We are i the proccas of designing a Phase 2 study of DMTIH far the trcatnaont of peonasis. The Phasc 2 atsdy will be a langer randomiecd. dowbic-hlnd,
plwcebo control study of DAMT0 for the treatment of psonass. Besed om the data fromihe Phase Ih proof of concept stedy we are consdenng addng addeionasl
BITER 10 cmmng ande verses iwe woekly treatmen, potentinlly enhanging ihe tremtment effect seen n owr Phase 1b tral Additonaly, due 1o the unique natuse of
prociasis and the general thickness of proriatic plagues, we may sbio canine mcreasing 1he application pressure and the kength of sppheation. We bebeve that the
thickir proriatic plaqus may Pquire 3 Mo intonsive treatment companad 10 the apphcation regamom faf acne whant then: i no (hkckened dkin, We belave DMT30
would be a fist i class treatment option for psorasis patints. The DT 0 program for psorasis i cwmently on hold with further advancemont subgect to oblamng
addeional financimg and'or 3 strategic parimer, There can be no assurance thas DMTI10 will receve FIMA approval for the irestment of psosiasis.

DT Phase 1h-Primary Avillary Hyperhidrssis

In the first quarter of 2009, we completed o Phase 1b, open-lshel, POC trial of DIVITA10 for the trestment of modemte-to-severe primary anflary hyperhidrosss, In this

srudy we trcated 1en (10} paticnts with oac appbcstion of our propictary sponge powder fallowed by onc bopial spphoation of BOTOX, rconstitsted per babel 1o
cach axlha. Patints wene folowed for 4 wocks affer which (e their sweat production was with basclne
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The endpeints for this tral mchded:
. percent of paticnts sirh less thas S0P redusction in gravimetrcally measancd sweat production fiombasclne,
- porcent of pationts with gravenetic sweal producton of grealer than 50 mg, and
»  porentage change i gravimetne sweat production.

After 4 wooks, B0 of pationts saw a decreast in gravimetnc sweal production grealer than 5004, £5% of patients had gravimetne sweat production of less than S,
andl patienis had o 75N decrease in grvimene swest product from baseline. Aesed on this chnical data, we beleve that we were able 1o deliver Botulnum toxs inlo
the domas through topical appheation for the treatnumt of premry asdiary hyperthidman. Troatmont with DMT410 abo had an acceptable safcty and takembilay
profile. We phn 1o panner wath a botalnsm teon to nen a beger Phase 2 study of DATSI0 for anllary hyperhidnosis and pessibly for palmar (hand) ar plnitar jfoat)
hyperhidmsis where there i cummenily no spproved product. There can be no assursnces that DMTA10 will receive FIDA approval foe the irestment o fhyperhidrosis.

DT Phase Th— Aestheric Conditoms

In Moverber 220, we enmoliad our fist patient m 2 Phase 1h open-dabel POC irial of DMTI0 for ibe trestment of upper facil bnes akong with mahipke ather
sesthetic skin conditons that are alfectad by delivery of taen 10 the derms such o pore i, sebum production, brightnes, hemmosity, fine bncs. and Global
Aesthetic boproyement. Dise 1o the fact that we di not ewn tights 1o a botulmum toxn produsce, we wene requined by 1he FDA to conduct this tral wsing an apprved
midication for BOTOX, upper fscial bves, an approved dose for this nds A wnies of b tovwn) asd an app route of mistration, which i
typieally njections o the muscle mther than the denris. However, owr prmary iterest was studymng the clnical effeot of IMT4H0 for the sestheta: skin conditons
that requine delivery of botalniam toxm 1o the dirmas rsther than the musche, This & duc 1o ous bebelthat DMTA10 oaly delivon botulinunsionn to the demmes and not
the truscle, 1hus lmtmg the botulmum tosn’s offect 1o acsthotx conditisns which arse i the dermes B fine ncs, pore s, schiam production, and athers. Witk
fThese constramis, we initinted the POC brial by enrolling ten (10} fermbe patients, age 12 or older, each receiving one treatiment of DMTAI0, consistmg of ome lopial

of cur proprictary spoage powder followed by one topical application for BOTOX, inwted per bibel, to the upper face. Patents were Bllowed for
sngoon | 16) weeks 1o detemanc the achievement of our endpodnis alang with the durstaon af clfoct. We abio collected salcty and tolerabiliy data, We meoeived top-
e daia from the study | the November 2001, anad beliove that we achicved rsalts in mukiple acathetic endpomts sufficiont to warnmt father mvestigation of
D10 for the treatment of vanous acsthetic shan conditions.

The endpoinrs for this irial were:

. [Porison of paiicnis schieving a grade of none or mild on the investigator's assessmeni of ieral canthal, forchead, and glabellar Imes based on ihe Facial
Wimnkde Scale (FWS), which consisis ofa S-pomi scake with O being none and | being abmest soae, Te be considennd a responder. both the patient and
physean had to agree on the scom.

- Ponsen of patients achioving mprovenest on the physician's assessment of pore s oe Epovenent, based on the Gobal Acsthetic Inpnovement Scale
(GATS), which consists of s Spomt scale with O being mo speoverent, | bomg ks than or cqual 1o 25% mprovement, 2being 3 26-50% eprovement, §
bemg o $1-74% mprovemnenl. and 4 being a 76-100% srprovemonl.

= Mean and pereent change Fombasclne in boghiness based on the 10point visus! snslog scake,

= Mean and pereent change frombascline in uminosity based on the [0poin visual snalog scale,

- Ponien of patients schicving a two- grade speovenent on the physcuan's sssessmenl of PWS of ine b wnder the cye.
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The efficacy analysis was condacted on the ITT and Per Protocol (FT')L meaning all patients completing the stedy withou! a maps protecol vielatsn, populations. In

addition 1o the physician measured endpoints lsied sbove, we abo inpleneaited 2-dimensional VISIA end 3-dimensional PRIMOS maging techsology rom Canlickl
Seientifie 1o provide objective analvis of many of the scsthetic endpoims,

Based on the assessment of forchead, lerad canthal, and ghbellar lnes, no patiemt was copsadered o responder in this stody, while some patienis did achaeve at least
o one-grade change throughout the coerse of the study, This resull was not unespecied as BOTOX is only approved for injections into the musck for these
nducatmons and we did mot bolieve that sy woukd soe any posential detan) spread of tosn cutsde of the denre 1o the muscle, Secmp no polsstal distant spread of
1000 Was encoungng for us as § provides npportant safely data that while DMT410 can be appled over a larger tpeatmont agea than mjections, il does not appear to
travel heyond the derms which may cawse unwanted fGcul effects,

Mhhzdumlpmmnlo{iﬂﬂmhhmzmlmkw MLmhmdbrdehm;mlnlhdummMMnmm These

clinical endpoits mclade pore sive, global acsthatic iy and fine lnes. The following table (Inuge 113 shows the improvenents in
pore size, or a decresse in ovemll pore size, Wlllwmmt;uhmlm'rwwmlnpnniw ﬁrmﬁ:mlﬂCMwﬂwmlmnsm
qulh:.\.mcwl‘n-ﬂmuldmmnlmum m GAL forax of b of the akin's comb armey of calor and teMuse, with
palcnls having a1 least a 1-poind inp in brigh , and for wnt af b ,nﬂhmucl’!;hm:dbdndnmhbm with paticnts

having al kasl a |-poml snprovemeni m boghiness.

Physician Assessment of Pore Size 5{.] ,sms} 5{)[ 4(0%) |

Giobal Aesthetc improvement  7(70.0%) | 8(80.0%) | 6(600%) 2(20%) |
‘Biightness 3(300%) | 6(600%)  6(600%)  4(40%) |
Luminosity 5(500%)  9(00.0%) | 9(90.0%) 6(60%)

ez 115 Aesthetic Fndpointy

In addigion fu the physician messured endpomis, we alio utiized Canfiekl Sciontific’s 2-da sanal MISIA and 3-di imal PRIMOS inmging iechsologics 1o
gatber sdditoasl oheotve data on some of the key endpoints. Based on the VISIA system pationts saw a 14.1% rodection m pore count and & 1.7 rduction in
podc arca at week 4. Pationts alio saw a 16.5% reduction in winkle count and o 11.5% neduction in wrinkle anca at week 4. Lsmng the PRIMOS mnge snabyss pationts:
saw a percent decrease in mean fine, which consist of the decper acinl Imes, of 12.1% amd a percent change in mean ronghness, which consints of the soperficial fine
s, of 6.5 We bebeve the subjective effects seen by the trestmg phys were furiber vabdsed by the ohjeots using Canficld comers systems,

Hao repotted drug relitod adveric events were repofied in the tral The diug sppoarcd 1o be well lokrated by pationis, with enly mild stimging and erythom reponted
15 minwics alter breatmeni and ne iokmbisy ksues reporied i week 4, 8, 12or 16,

DT mext steps e aeathetics

We are very encourged by the resubs from our Phase b POC wial of DAMTA10 for the of mulipke i sk conditions, This was designed 1o be o
signal detection inal of DMTAI0 far the rrearmend of o vanety of scsthetic ki conditions b ¢d on the clnical mal design consemints, wolading the brdtation on the
quastgy of BOTOX that we were able to apphy, the chirikal endpodts that nreded 1o be mchided, and the arca of the face that could be treated. Even with these
Totations we bebeve that we achieved results sufficient to wamant the comtmued development of thes program as there rermins no approved bobulinum toxn,
whsether via inpection or lopacal, to treal many of the endpoinis in which we saw a teatiment <(ect, We beleve this & farther supported by the et that many of the
enilpoints saw as improvemment by week eaght (Shor taelve (120 and started 1o retum towands bascling al week 16 This b conastont with the knowkedge thay BOTOX
lasts for about three (3) montha before the cffoat begms 1o fade. 'ch:h\::lun'wrmmlhmﬁm:]:hkdmllh‘mhﬂofmiwﬁnol'

botulmm toxn, we will be ahle to find the optem| dose for the treatment of a vanety af i skin jpore stz sebum producton, fine Ines,
lamingsry, beightness, and eversll sesthetic Fmprovement. mwwmnmummwmem«Munwmmmwm
rewgarch condicted on the opting] dose or sdiing Bhcly due vo chalk with mieadermal mjections and the bk ofopcal spplications tha can
ellectivly deliver botulrum toxsn 1o 3 hrp:mbumm: muhwmlmum sy of thése acathatic skin comditions. W believe DMTI0 can moet this
need as shown by our Phase Ib data, so we ane actively with fon ics that muy be b m helping us
fusther develop oar IMT4 1 nuliple aesthetic skin conditk Mmhmulmalﬁuwmﬁhluwwmﬁmﬂmwh
a botulnuumtasn company or that DMTA10 will receive FDA approval for the of any aestheti skin condath




Linhle of Conterty
Manudactaring

We da not curremly own or opcrate any manufscturing Beilites and do pot plas ta own any in the noar future. Wi have boon riving on oar thind-pary partners for
the munufactare of our products used m pre-chnical stodies and clnical triabs and will kely continoe to rely on these partinens i the near tem for the commencal
munufscturing of sur drug substance and drug prodwce, if owr dnag product candidates s approved, Manufactuning of the active phanmaceutical ingredient, or AFL
Tor oar product candidates soquines & rw maserial thal & derived (Fom a natursl s ource.

T date, we have oblained natanally sourced Spengiffa o materal directly fom cur sappher based 0 Rassia. In Fehmary 2020, we signed an exchasive supply
agreement wih tha suppler of Spamgille mw material Our suppler has over 21 years of expenence collecimg and processing Spongilly ard has the capacay o
cualleet and process lege guantities of Spomgilfo per veas We belicve our suppher is ablke 10 and will continae 10 be sble 10 harvest sullicienl quantitics of mw
mmatatial 1o fullill our development and podential commencial needs, if 2 product candadate B approved msing the e materal We rocenved nultiple shipsents of
Spamgilla w wateral from awr supplier dusing fscal years 2002 amid 3003 comtaining additional quantities of Spowsgiila raw material, which we heliove will provide us
with sufficient quantities of Spowgille 1o mitiate and complete two Phase 3 studies in noderste-tnsevere sone and suppor the fing of an NOA for DMT0 0 acne
& the cvent of succesaful completion of the two Phase 3 medies. However, we are explosing abemaine musulsctuneg vounces in onder to cnsurs thal we have seess
o sufficaent manmfaciumg capactly to mocl potential dermand for any of our product candadates m a cost-cilicent manact. See “Burineo— Material Agreements—
Supply Agreement between Dermaio Therapeutics LLC anad Reba-Farm LLC Tor more informution reganding our supply of Spongilia.

Dievelopment and commencial quanitities of any diug prodisct candilates that we may develap will need to be harvested, manuBctured i Belirics, and processed in
conplmnce with the requirenents of the FDA and the rgulatory agencics of other prsdictions in which we ar sockang approval We cumrently coplay mtemal
FESOWTCS b0 nunage our nunafscianng contredton. The relevant musnifscturers of our drug product candsdstes have advised us that they are in complance with
Both cement Good Lsbomtory Pesctives, or oGP, and cGMP

W havee reliod upon our complite supply chan whik suppoing both oar Phase | and Phate 2 chnical nlm mmmmn and we are confident that our
munufacturens have the abiliiy (o scale our processes 1o sappor car Phase  chaical siudes and fatare i iers. and manaficiures
were specifically selected based on the capabiltics of ther L thew b ta regulat heir p 'mdlhekypemdmbﬁndm
equipment. Teating methods for cach stage of the munufstunng process Mm'uum of raw matcmab mm:;\\ prodducton of fmshed drug prodact have been
developed and sasisctonly qualified per the FTM'S phase appropriste repulations redating o climical materials for hunon wse. Analytical methods. and operationsl
procedures related 10 cach stage of our production opemtions. incliding product rebease will comtimue 10 cvole snd be validated as pan of car ovenll development
phen for Phase 3 clnical sapplbics and cormenal production

Commereialization

Given our stage of devdlopment, we do not cumently have amy mtemal saks, madzting, or distribut i o bilits. I approved, we mtend 10
commerale DMTIN, or any ather product candidaics Mwny!msmm i ihe United States by budding a specilind saks arganimtion cused
on denmalologsts. We bebove a s oremted, ¢ focused team of S0fl) sales represontstves would allow us to reach ml1l1r=l!|.ﬂ|
demmtologsts in the US with the highest potential for prescrbing DMTI0. In the fisture, we nuy develop and DA for addiions]

reghons, independently or with o strtegic panner B DMTII0 s spproved, and we sfe sk to sueeessfully commprcislize &, we believe DMTI0 can ovennually
booon an sttractive Ra-do-OTC switch targel, which could provide 4 substantially kangor addicisable markt and an expandid sakos oppofiunddy.

pei)




Linhle of Conterty
Competition

The medical and acuthets phammcoutical midastrics @ which we plan 1o operate are conpetitive and subijoct to changes in practice. While we believe that our usigue
natunl technology, knondedge, experience and resowrces provide us with competitive advamages_ we muy face competition frommy different sources with respect
o our currenl prograns or any other product candadstes that we mey seck to develop or commercialie i the foure. Possible o iors may mckade ph icel
companics, scademic and medical imstiutions, povemmental agencics and public and private rescanch institutions. These praspective competitors have the abilty 1o
effetively compnenciake, el and promole approved peod) wchiding scating the efectivencas, safely and valie of prodiscts Lo sctizal and prospoctive
cusiomens.

Many of cur proapective competiton have subsiantally preater manefacturng. finascial, sescanch and devek L and murkelng resousces thas we do.
Ohar prospecinie competiton may abo have more oporkncs and expatie m oblainmg maketng spprovals from the FDOA and lnnpsrpjl:wq- authanties. In
addition to pradact developmnt, testing, approval aml promation, other compatitive factons m the phamuceutical ndustry nokade industry consolidation, product
quality and price. prduct techaology, eputation, customer service and sccess to techaical mformation. As a result, our prospective competitars. may be able 1o
develop conpeting or seperior products and coamete more sggrecsively and suiiam their conpetgive sdvantage over a bager period of time than s, Our products
may be rendened obsolele of may kack cconense vabilty in the fBice of competitzon.

The key competitive factom affecting the success of DMTI ML iFapproved, will likely be its efficacy. safety, convenknce of adnanistration and delivery, price, and the
availability of reimbursenent from govemment and other thind-pamy payors. With respect 1o DMTI0 fior the restment of moderate-to-severe acne, Il appraved, we
will pramarily be competing with therapics such as oither topical products. oral products, m-office procedurcs, such as biser surgery. off-kabel dnsgs, over the counter
medication and homeopathie remedics, Wihwwmmlﬂhﬁ:mofm-upsmn o approved, we will face compettion (rom topical
hcrapics, oral therapacs, system therapics, phedo thempics and b However, based on ous clinical rials, we bebeve that PMTIH has mukipk
colpetitive sdvantages SVl cumment Irestment alternatives with signaficantly beis advirse side effects, Our main conpetition m thise mdacations will be with
prodacts Ko San F k Lad, Wine Th ki, Inc, Sob{id Techaologaes Lid, Arcutis Biotheapoutis, oo, Almwall 8.4, Caldenm SA.,
Mier Inc, See "Buxiness - Climical Progress of onr Lead Prodhct Camaiclares™ for the resalis a[msmﬂodndoﬂgn-gohnlm “-'hl’.-l!l?mnl
any potential sembar competitve topical products 1o DMTII0 for the treatment of acne and prorissin, 8 & possible that such p iy winslar comp [;

are cumently bemp developod.

We are abo m carly stages of clmical developrment for DMTAD for tresting various medical and sesthetic shin condrions and discases, and if we shexin morketing
appeoval i 1 futiare, we will compere wath wsditonal therapies, such s topical prod | products, m-ollice duares, such as baotulin in imjections, ofl-
label drags, over the counter medscation and homoopathic remodics, as well as additional ncw cntranis o the apphcabie matcts,

We ako expect 1o fce compei@ion in ous efforts o abentify appropriste coluboraton: or pariness to belp commencalize ous prodduct candidate por folio = our fanget
commencial markets.

Intellectusl Property
(hervien

&mﬂmﬂ:dcpﬂds-p-lonmlhﬁyInlolll.l-l.:lil:lml.lmMmmmmhwﬂlﬂmﬂlmﬂﬂﬂwnlmmmu
candudates, medical devices, methodok xsays, dng de logics, harvesting proceduncs. knaw-how: 1o operaic withowt mfmgng on or
wiberame vialating the propriciary rights ol others: and to prevent othees Euen in i o1 wihy wislating our prop: y iaghts. {)urumrn-uiopmnur
mmmimwmmmmn mmmﬁmmwﬁmnmdlumm didlate and other propei
and iy thal are o the of our bas “e:lnu&mnﬂzlﬂml Lnlklrph kenow-how,
insing technological L ,r-tlmuy i -ndwnl'ﬂwllllwu Iense o of inventions and
potential m-bochsmg opporeniics to develop and mantain sur proPRctay position.
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FPatent Parflivio

Ohwr patent citale conaists of in-heemied and soldly owned parcent applcations. Typically, we mitally filk U5 proviional patest appheations and then file
apphuations directly ar under the Patent Coopenation Treaty, or PCT. which & an imternational patent b treaty that provides a anified procedure for filmg a smgle
mitial pasent application to seck patent proection for an mvention simabancowsly in amy one of the designated member porisdictions and states, inchsding m the US
Ahbough 8 PCT spplcation docs nod issue &5 o patent. i allows the applcant 10 soek profection i any of the member ststes hrough national phase appleations
fied at  Laner date. W curmently have mulliple parents and patent apphcations m our palint pomtfislo and corimue b puriis and sock addisonal palest covorige of
all our product candidates.

Ohar TIMTA 1ot fialio mmchadies two fanwhies, one m-beonsed and ane awned by Il'rr-.l. Tbcﬂ-hnnudﬁlri; n:hcluplk'n' amd patent applcations m-beensed
from Viflami, Inc. rebsted 10 therpentic compositions and methods for mesting skin condi The i ists of one pending non-provisional 118,
patent application, teo grasted UK paicnts, and granted forcign patests i Australn, Brasl Canads, Pﬂn« Cernuny, Inchisd, haly, Meaco, Rsceis, Smgapore,
South Korea, Spam, Switacland, and the United Kingdom. Addaonally, the msucd forcign patent in Japan, has bipsed and s no longer in force of vabd. There m-
Icensed patents expied between 2002 and 2022 and did nol receive any patent e adpusimenis or edensions. Hased on (e anticipated lming of any polential FDA
appeoval of DMTIHY for acece, the patents that cpired m 2022 and 2003 ae not nutenal to car busimess, s we do nol expect these patents to provide any protection
for our product candidates and ths we have provided our liensor with 2 natice of ahasdonment for cenam beensed patents, We expect our intelleviual prapeny
portisho to be protocted by any potontial NCE exchasnty Sor DMTH0 andd our other product candidases. the mumtaming of our exchisioe supply agreement for our
raw rralenal requarcnents, and our continsed offons o prolect our proprctary mformation. We abo have an sdditional Derrsta owned famiy relsted to DMTIE0,
with applications pending i the US., Ausiralia, and Canada. This famsly refers 1o specific atinbites of the DMTII0APE and dnsg produgt as well a3 treatrent selsted
attribates fiof the treatment of acne based on the data recenad prior 10 s fimg. Patents in this patens fanaly, if granted, are expected 10 expine in 2099, abdent any
patent tom sdpiitnumnts o edentions.

DarTde

Our DMTAI0 portiolio nclades two Bamilies awned by Denruta. The fiest family consists of one isued patent i Japan, a pending non-provisional US. patent
application, and seven perding foreign patent spplications in Awstralis, Canadls, China, the Buropean Patent Office, Japan, Hong Kong, and South Korea. These
pelces/patent appbestons relate 1o for the of skin decsscs using our proprctary sporge powder m combinsion wah nubipl types of
botulmim woxn fof both medacal and acithetic shm condiions and dicasci. Patenits i ki patcat lanaly, o granted. are cpoctod 1o expine = 2009, absent any patent
ferm adpsiments or exdcnsons. The second ﬁlﬁ-mﬂed hmﬂmofmuchnlm rehated 1o sponge powder and botelmum toxm. This sccomd famly
conswls of two pendimg 115 provisiomal and addi ] ications pending in Austrulin, Cinada, the Furopean Patent Offfice, Japan. and South
Korea, Patcats i this patest famdy, if granted arc expected 1o expire in 2041, aheent sy patent torm adjustmonts of edensons,

DATT408

O DMTA00 pontfolio mehudes three Gmies owned by Dermata, The fist famly consmts utfpmlh;wku'm i the LS, Conada, and Japas coveting our
Eponge powdir in combination with iy approvied and developmen) slage of skin diseaics. Patents in b patent fanaly, of
grnied, are expeciod o expire n 2039, absent any palent torm adpasiments or extemsions. The second E.ﬂ_(mlhnflpﬂhgw&lnmulheui..ﬁulﬂh
lapan, amd South Korea, covenmg campostmns for the ireatment of conditions by demmal fillers. in condination with our proprctarny spange powdes Patents i this
patent fansly, if prasted, ane expected 1o expire in 2000, absent any patent termadjustnents or eenaons, The thind fandy conssts of 2 pending PCT applcation filed
m Janaary of M4, covenng the conpositons for the ol wms by vaccmies m combimaton with our proprictary sponge powder.

n
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Albough we believe cur patent porfolio offers significant protection for DVTEI0, DAITAI0 asd DAITA0 and asdddional combanaton segimens, Ihe profection
offered by our patenis may be, to some exent, mose limsted than the protection provided by patents which ¢liimchenmcal si which were prev

Accondingly, other pamscss may compste with us, for canplk, by mdependently developmg or potng topical lations thar design anousd our
patent chums_ but which may costam the same or sambaractive mgredients, or by seciang Dnmhilbrmn'pumu

Thie termof indivisdual patents depends upon the bws of the countrics in which they are obtained. In most countrics i which we filke. the patent tenm is 20 yean from
tha carbed | practy date of filing of & non-peovisional patent appheation. However, the term of United States patsaits iy be otondod for delays mcumed due o
o ‘with the FIDA, requi of by delays encountered dunng prosecation that are caused by the Unfied States Patent and Trademark Office, or the
USPTO. For exaumyple, the Hatch-Waoamun Act permats a paient teom exiension for FDMA-approved dags of up to fve years beyond the expaation of the patent. The
kempth of the patent temextensian o related 1o the kongth of time the dmg i under regulatory review. Patent eaension cannol exend the remasing teem ol a patent
beyend a ital of 14 years framithe date of prodect approval. and ealy ane patent apphcable to an approved drug may be extended. Samlar provsmas arc availablk: n
Farspe and other jusisdsctions. 1 extind the torm o a patend that covers an approved drug. I the Sature, ifand whem our product candidstes neeeive FTIA appeoval,
we expect to apply for patent temm eMensions on patenis covering those product candidates. We intend to seck patent 1em etensions i any jurisdiction where
these are availible and where we also have a patent that may be cligible: Bowever there i no guaranice that (he appheable amboritics, mcluding the Unied Suane
Patent and Tradenmek Office and Unicd States FDAL will agree with out assessmont of whether sech cdomsions shoakd be granted, and cven f granted. the kagth of
such exdensions.

ixher Indellverwal Property

In sddition to patemt pmlocl.m.w:honirhfﬂ\iy on trade secrets, including d & . technalogy o ik

and eiher prop ion m to devikp and maimtam sur competitne advaniags, We bebove our abibty wwm:wwwd hwa-nuln-l
trad A rls e as HTPOMAST i ol o npoetant thas owf patent pomfolie dis the complex nanare and bk of eqimts d with sach &

We seck tradenk protection in the United Siades and m ceriam other junisdictions whene avadable and when we d uie. We have roge

for Dermuta m the Unted States and mukiple other usisdsctaons, We milesd 1o file appheations Ror trademurk regriirations s ion with our themp

candadates n vanous parsdictons, mcludng the Unated States.

Misterial Agreements

License Agreement between Dermaata Therapearics, LLC and Villani, loc

O Maech . 2017, we eniered o 2 Livenae Ap don the Lxense A pwith Villand, In<. foe. Villani), whereby Villani has granted us an exchsive, sub-

lcenmable. myaky-beasing lcense (or, the Liense) under the Licemsod Pavents (a3 defimed in the Lxerse Agrecment | 1o fommbte, devebop, sock regulatory approval
foe ke or scll products that comtain Spengille Lrcwsteis jalons of m combmaton with ather active ar macinve mgredicats) for the treatment of dacases, duonders.

and conditions of the skin, including but nod bmsted (o aone, msacca, psonasis, atopic schorrhese is, sctn & and ccrema ihat were
MchmcmWWluhMuﬂMﬂn%n dhle for the devel (nchiding menulcturng, packagng. son.cinicl
studics, clinical taks and obeaining regulatory approval) and fling marketng. p ' arbuthen, ote. ) for all Licensed Prodacts.
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In pariial consideniion of the License, we forgave our catsiandmg ban o Villeni i ibe amouni of SE0.000 aad agreed 1o moke fufure miksione payments fo Villand,
The nakstone payments duc to Villani under the License Agreenent have been amended to the anounts deseribed below in connection with our entry inlo the
Second Likense Amendmens (a5 diefined belowl.

The License Agreement muy be tenmnated (1) by eather pany for mutenal breach with %0 days wiiten notice, or 5 days* notice o for nuteral payment breach, if such
mmulhmchumnmmmhmmm[ulmwmmwmwmﬂmmdmmymuun\o\nmbum pocending.
dsobes of winds-up its b Uit brmdtat oy upon wrillen nodice o oilher party If ealier pany bocomed subpt 1o mvokinary enknipicy prococdings, ﬂ'.wvh
Mi@mmﬁmﬁwlwmmhwﬁp

The Laxemie Agrecment nchudes customary toms relating 10, anong othon, indemmification, ntelk | preperty L fidentiality, remedics. and
wartantcs.

On June 4, 2019, we entered imio & License Anendment and Sectlement Agreement for the Fiest License Amendment) with Villani Parsuant 1o the Fist License
Apadmen, we made milenons payments 1o Villasi i an aggregaie amoant of $7H.000, and i exchange For cenain know-how, we meued 1o Villasi S221, 150 units of
our Scries. [¢ Preformed Unats (which units were converied mio shanes of cur Sctics ke Prefered Stock m conncction with oar conversion mie a Debware comporation,
wivich was equal (o 5% of our iolal capsalisstson jon o Tully -dilaled bass) at the time of Bsuanee). Al The time of sssande, (hese anits wene valoed ol 3TML9G2 We
subsequently cancelled the shares of Sees 1o Preferned Stock ssued to Villani pussuast to the Socond Licease Amendnent, s deseribed bebow. Parsuant to the
Fimt Livense Amendment, we alio agreed to muke comain milestons paynents to Villanl, which mtes were subsequently amended pamsizant to the Second License
Anzndment, as dincussod below: To date, the $750000 miestans payment nudc in connection with the Fasi Luense Amendnuni is the tokal amoant paid 1o Villsi m
conmection with the Licemse.

O July 30, 2021, we eatered mto & Second Amendment 1o the Liense and Senbemont Agresment fon, the Secomd Livense Amendment), wherehy, For the semthamint
of cortain diputes arising under the Fins License A Wi agreed to the shares of Seres Io Prefiomed Stock owned by Villani for an increase of
mlesions payments and royally mics due to Villani under the License Agreement, The msuhing royalty rdes payable pusuart 10 the Second Liconse Amendment
are eyual to single-dight percontages of net sakes of Lensed Products and HMW Combmation Products (as defined in the Lwense Agrecmenth, subsect lo centam
adpustments as 5ot forth i the Second Lxense Anendment. Royaliics are payable on a country-bycountry and Lxensed Product-by-Lcensed Product basts, for the
periosd. of time from the effective date of the License Agreement untal the kter of (i) the expiration of the last fo expire valid clam in sach country (which i 521 1o expire
m X2, (i) the expestion of regulstary exchisivity for such Licensed Product in such country, snd (i) [5 years from the date of the frst commencial sk of the
Licensed Product i sach country, Pussuant 1o the Secomd License Amendmen, if we sublcense the License, we are obligated 10 pay to Villni a seblicense foe of
between 10% and 3P4 of Sublcense Rovenues (as delined in the Livonse Agrocment ). Such Rtun micitons paymonts duc to Villasd jall payablc to Villant i cash or
= equity. of the option of Villmi) arc m aggregate amotents of ap 1o 535 mibon m deviclopacnt mlestones andd $37.0 mibon i sakes mkestoncs. We paxd 1o Villani
S1.0mellien wpon the closing of our mitil publc offering.

Snpprlv Agreement hetween the Conpony and Rela-Farm LLC

O February 27, X0, we entered into an exchisive Supply Agreement (or, the Supply Agreement) with Rela-Famm, LLC (oe Rela-Fanm, wherchy Relo-Faemy will
supply us with the Sposgiifo mw matcials aecessary ®or sse in the development of our product candalates. The Sapply Agrecnunt has an ndefinie temunkess snd
until temanated. For the 1emol the Sapply Agrecrnt, Reba-Fam i prohibined from supplymg Spoagiilf for developonent and tak of any other produec outside of
the Russ ian Federalion, oiher than Cosimetic Products (as defincd m the Supply Agreamesi)

Pussuant 10 the Sapply Agreement, we shall provade Fela-Famm with two-vear mlimg forecasts of our Spamgiie raw muteral requiresnents, and such forecasts shall
e provided 1o Rela-Famon o somi-annual basi, beginning on January 1, X21 fcach, a Forecast ) Pursaant 1o the Supply Agreemont, Reka-Farmhas puarasteed a3
ability 1o supply us with the required smousts of Spamgifils as s pecificd in cach Forccast for the first 12 nombs of each Forccast, All Forccasts are non-hinding on
o, I Rel- Farm is wnabde 1o supply s with Spoirgiilo w mutenal m seconlance with 8 Forecast, all svadable quantitics of Spong il then availible to Relo-Farm
shuall be muide available to us on @ fint prosty bass: untd all smounts of Spowgille sct farth m the Forocat are supplod.
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Pursuani o the Sapply Agreenend, we pay a pre-acgolaled price per kilogram for Spoagiile supplied by Reka-Farmy and we are sequired o pay (o Rela-Farm a
royalty paymemt of kss tham one percent of the Mot Sakes (as defined in the Supply Agrocenent) of any products we develop containing Spempiila mw maierial
spphed by Reka-Fam

The Supply Agreoment nuy be vermanated (i) by cither pany for matoral bresch with %0 days witten motice, if such muterial breack & ot cured within such notice
perod and Gikby us For any reason of B0 reason upon 0 days wisiea nolce o Reks-Farm,

The Supply Agreement nchades customary terms relating to, among othors, ndenmification, intellectual property protection, iy, remedars, e, %
well as certain quality requircnents.

Cmvermewnt Regudation

Our activities and products ar sigmificantly regulated by o umber of governmental entities, iclding the UK Food and Drug Admmastration, or FDA. @ the United
Suates and by companble sathenixs @ elher counines. These entibies wgulate, among other thngs, the rescarch, develipment, festmg. safety, effectiveness,

f 2, stompe, dutrbution, bbclng, & ton, advertising and sake of owr prodiects, 'We must oblain regulatory appeoval from ihe FIM and
i w3 m othar . a5 apphcable. for oar dg il anwﬂmmnhhimmnnwbsuﬂmtnmdmhm Product
dev sathin this takes a nandher of years and involves the i . Many drug £ thar mitially

sppear promising whinmcly do not reach the morket hecsuse I'hnmMbbemn&wnﬂimcm-wslud-ﬁnnﬂylom-hlwdmwﬂ
i our ability to cam Rituee Fovesuc,

The pracess of oblanmg regulatory approvalks and the subs e wilth male Tederal, state, kocal and foreign statutes and regulations requine The

eapenditare of substantial time and financial TEROEIEES. | Failure to comply with the applicable nquiscments at any time during the product develspmont process,

appeoval process or afler approval eay suhpoct an app o wni ar padicial . These samctens could inchude the FIM'S refial to approve

pmdn;q:pkamu Mnfuwﬂ::hﬂ hold, waming ktters, product recalls ur-nlwhnu‘h from the maret, product seoancs, total or partial
wan o . Fmes, refasals of g or civill or onminal pemaliics., Any agency or

m-lmlummlmmmhihwummlﬂsmdﬂﬂmw

Devedopmer of Drogs b the Urited Stares

Produacts that we muy develop or seguine i the fatare nust be approved by the FIM before they I-yhhph'mhlduml.hlﬂlsulm qurwrh.rnrd

enititics, the pre-chnical develapment stage generally imvohves wuksm;ﬂu-nmr componcnt, developing the and determining the

process, and drug stabiley as well as camyimg oul ! oy and drug holsm wtsdacs that suppon mhmumulnmlbﬂlu 1'h-cic

pre-clmical lshoratary and animul estx are often performed under the FDA; Cood Laboratory Praciices rpulations. A drog’s spoasor must submst the resalt of the

pre-clnical fests, together with musufactiunng mfonmation, analytical data and any availible clmical data or teraure and o proposed clmical protoco] to the FIDA as
part of an INDrappheation, which is a request for authoristion fromitke FOW to admmister an nvestigatonal drug o biokegical product te humss. Sl filmgs are
requined in other counines.

Cliwloal Triafs

The chnkal stage of developmont can gencrally be divided moo thiee: sequentual phases that mey overlap: Phase |, Phase 2 snd Phase 3 chmbead trals. In Phase 1,
gencrally, sonll nusbsrs of heallby voluntods e indially opased B sngh ccabiting doscs and then muliph cecabating dosce of the product candidate, The
prmary purpose of thesc studics i 10 assess the metabolsm, phammucologe aciion and generad safety of ihe drog. Phaze 2 inals typically nvohve siudes n discasc-
aflected patents to determme the dose poqueed 1o produce the deswed beneiits, conmmen shon-temm side effevts and miks, Phase 2 stodses are typecally well
contralled. choscly mongored. and conducted in a relstively semll number of patients. usisally mvolvmg no more than several hundred subgects. Phase 3 rab are
mitendied 1o gather the additional mfammiion aboul effectiveness and safely thal & needid to evaluate the overall benef-rak relationship of the dnag and 1o provide
an adequate basis for physician bbeling. Phace 1 stadies wsually inclade fom sevorl hondred o sevenl llqunnd subijocts lnd e tlmdj' m:ml:\d md
monitored, In sddition to these Phase 13 wishs, other wials may be disciod 1o gather add I safety, ph and p

Phamucewtical products with active ingredicnts mor.mmmmwmm:mmmzm.mwmwpmm thaii
compounds enbrely new i the agency, often skippmyg Phase | and 2 b,

A clingcal plan nust be submsited so the FIM pror to commencensal of a clinkcal tnal. I ihe FIA has concems sbout the clhnical plas o1 the salety of the proposed
studics, they may suxpend of torminate the study a2 any tire. Studics mast be conducted n acconlance with good clmical pracisce and reporting of study pragress
and smy adverse experiences & requeed. Studies sre ako subgeot 10 review by mdependent mstitational review boands responsthle for overseemg studies at
particular stes and protecting human rescarch study subjocts, An independent instinstonal review board mwy abio suspend or terminate a study once mitiated.
Accondingly, we cannol be sure that submssion of an IND will nesul i the FDA allowing clinical triaks to begin, or that once begun, ssaes sall not srise thal could
caikse th sl Lo be cuspondod o ermmnatiad,

Post-approval stedies, sometimes referred 1o as Phase 4 chnacal iraks, may be conduected afier mitial nuskenng approval. Soretames, these stadies aze used o gam
addiional expericnee from the treatment of patemts h|k-=ud-al|l|m=mdlu In cenain instances, the FIA may nusdate the perfonmnce of Phase 4
studics. In other simations, post-approval stades ambo gam ad fora o develop new dosage fons. for a nedicaton




Linhle of Conterty

Chessistry, Controfs and Maradechering Development

Concument with <lakal k., comp ypically ! il | animal and Labs v studics, develop sddional mfarmmtion sbout the chemmary and
physical chamacterstics of the dnsg. mdﬁnhrlpm{nshmﬁ:mslhfwndaﬂn:mtﬂmhmmmhmll.hﬂd
Manufsctunng Practices ("c0MI) requs The £ process must istentby produce quality basches of the drag, and, amoag other things, the

munufscturer muist develop methods for testing the ientity, strength, quality and purity of the final drug. In sddition, sppropriste packaging must be schooied and
seated, and stabadgy stodws must be conductad to demonstrte the effectnoncss of the packagmg and that the compound dids not andongo Enacoiplabke
detenondion over s shelf ife.

Disclasere af Climbcod Triad Mafemaanion

Sponsors of chnical rak of FDA-regulited products, inchiding biological products, are requined to register amid disclose cortam clinical trial mformation on the
website wamclinicalmiank gov. Informution related 10 the product, patient ion, phase of i igation, trial sites and investigatons, and other aspects of o
chnical tral arc then made pubbc as pan of the egiimon. Spoaien ac alio obligated 1o dschse the resubs af ek clinkcal irisls afier conpletion. Diclosuse afihe
results of chnacal imals can be delayed in coftain circatmtances for up to two years afler the dabe of conpletion of the tral Competitons may sse this publcly availible
mliarmmuation 1o gan knowledge reganding the progress of dlimical developmenl programs as well as clinacal irial design,

Special Protocol dvrsument

The Federal Food, Drg, and Cosmetic Act directs the FIDWA 10 oot with s ponsors, pursuant 1o 2 spensos’s willon request, fos the parpose of rachm g agnecmonl on
the desien and sige of chnical triaks intended 10 form the prinury basi of an efficacy chiim in a Mew Drug Application (NDA) or a Biobogie Livensing Application
(BLA). I am agreement s peached, the FDA will reduce the agreement to writing and make # par of the sdmnistative neond. This agreement is calied a special
pratoce] sssessmenl (SPA). While the FIAS gusdance an SPAs states it desuneniad SPAs shoukd be considercd binding on the rview divisian, tlse FIOA bas
latitnde to change s assessnment if cofain cxeplons apply. Excoplions mnchide publc bealth concems emonging thatl were uarecogniad at the time of the protocal
s spssment, wentificaton of a luhunﬂulmnﬁ:nlwusw-lm the safety or efficacy testing that Later gomes to kght, a spomsor’s. failure 1o follow the protecal
agreed wpon, or the FOA's relance on data, or wom that ase o inéd to be winng.

Review and Appreeval v the Uited States

Following pivotal or Phase 3 trial completion, data are analyaed 1o determine safety and efficacy. Data are then fled with the FDA i an MDA or BLA, along with
propased lbeling for the product and informution showt the man fcturing and testing processes and facilities that will be used 10 ensure prodisct quality, In the
Usited States, FIMA sppeoval of an NDA or BLA st be oblamed belose muakctng 8 phamaceutical product. The NIA o BLA nust contain prool of safety, punty.
potoncy, and efficacy, which chlails cdemsve pre-clnacal and chnical toitmg.

The FDA will Biely re-analyze the climical trial data, whach could resull in edensive deoussions between the FIDUA and us during the review process. The review and
evahiation of spplcations by the FOW & exens ve and time corsuming and may take several yeans 1o complete, The FDA may condact a pre-approval mspection of
the numulachsrmg facilnies for the new product to detemne whether they comply with cusrent good pitactice feg and muy ako audh data
from chnical and preclmical eraks.

There i 6o sssamscs thar the FDW will acr WWuwMﬁMIMMMM#W difcultis of costs may be encosntoned m our ¢ffoms 1o

obtain FDA approvals. The FIDA ooy roguire that cenain © g4 O be inchaded | the produdt bibclng, of my condition i
appeoval of the NI or BLA oa other changes to the d kbelng, develop of contrab and specifications, or a commment o conduct posi-
mmmlngwemmwmtﬁuemmmrmnlnnhﬂ[ﬂrofwwwd ducts that have been wlred, Funher the FDA may plice
conditins on approvak mcluding the rogan Bor a mk evaly and strategy, or REMS, 1o assure the safe use of the drag. 1§ the FDA conchsdes a

REMS & noeded, the sponsor of the MDA or BLA must submi a proposed REMS; 1the FDA will not appeove the MDA or BLA without an approved REMS, if
requined, A RFMS could inchude medication guides, physican communication plins, or clenunis 1o asserne safe use, such as resincted distribution metheds, patient

ws amd other fsk wan tools, Ay of theae li on approval of mark woubd restrigt the | prromotion, detr F el o
dupersmp of products, Produict approvals may be wathdrans for ok with regulitory dards. of o probiloms oo,
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Orphan Drig Dexignation

Under the Crphan Drug Act, the FOA may grant ophan drug designation 1o a drug intended 10 treat o rare disesse or condition, which = genenally a disease or
condition that affects fower than X000 ndivadiak m the Unstod Staies. Orphan prodiec desigration must be poquecstod beliore submtting an NDA or BLA. Aflcr
the FDA grants orphan drug desigraton, the dentity of the thorapeuls agent and its potental orphan use arc duclsed publicly by the FIMA. Orphan product
designation does nol convey any advaniage in or sherien the dumtion of regulaory review and approval process, bn addition 1o the polential period of ewlusivily,
orphan designation nmekes a company elyible for grant funding of up 1o SI00,000 per yeas far four yean to defray costs of clinical inal expenses, tax credits for clinkeal
revcarch expenies amid potential cxmption fumthe FDA appBeation auer ke,

Ifa product thal has orphan designation subsequently receives the fist FDA sppeoval for the discase or comdition for which i has such designation, the product is
enttled 1o omphan dng ewlusiviey, which means the FDA vuy sot approve sny other apphications to ket the sarme dneg 100 the same indicaton for seven yeans,
ewepl i bmeed circumstances, siach a2 (i he drug’s omphan designateon = revolod: () fs marketng approval = withdrawn: (i) the orphan exhasiviy holder
conscnts to the approval of ancther apphcant’s prodact: (i) the orphas exchis ivify bolder s unable to assure the availibility of a suffickent quantity of drug: or ivha
showing of clmical sapenonty 1o the prodoct with oephan exclusvity by o compettor product, [fa dneg designated as an orphan product recees marketmg approval
Tor an indication broader than what & designated, @ may not be entitled to crphan drag exchusivity, There can be no assurnce that we will seceive orphuan doug
tgnation for cur product candadates,

FI34 Batanical Drug Devel idance for badustry

Mosi cummenily approved Topial dermatology producis are reviewed salely by the FIWs Office of Dermuiolagy and Demial Prodiscis and fallew a standard approval
patbway. However due 1o our kead product candidate, DT, being derived from a natural sousce, # will be reviewad by the FDM Office of Dematology and
Tiental Products with mput fromibe FOA Botanical Bevicw Divison, mhwrﬂwnmlhmhhhml\h:hmmm refenines the Botanical Clklance
for raw mmaterial quality control and batch 1o balch consmdency throagh dew and mbo © on. We bebeve our abidity to referonoe the Botanscal
Cuidance and receive inpul from the Botanscal Review Division on DAITI0 provides us with key advantages m DMT210% regubtory pathwaey to approval, o
achieved. These advantages inchade being ablk 1o move into husan clinical studies upen the FDA'S ackmowledged receipt of ous IND letter and subsegquent study
may proceed, saving us substantal fnascal resoanes o achieve hamn clnaal data, Addinally, while we beleve that our sponge comains maliple sctve
chemial corp lllu\l:muur asalysis of the Seedback from the FIM and the Botasical Guidasce, we beliove we ane only neqatined to provide
i and o show quality ceniml and baich (o baich conssiency. We believe this will muke # nore difficali for o potential
COIpEIRT o Copy DMI‘MI}MJ preduce a sembar produsct due to thoe mabiliy o know every componeni of cur product candidate. Thus, we bebeve a compstitor
with a sinslar product or product candidate would have 1o conduct all of the manuficturmg. development, and regulitosy stops we mast complcte for approval.
However, there can be no assurance that we success v navigate the development of DIMT3 10 or char DM T3 I will neceive FTM approval

Special Regulatory Procedures

Fast trarck alesignatiom — The FDA & requined to facilitate the developrment amid expedite the review of drugs and bikogics that ane mtended for tbe treatment of 3
serious of We-theestening dsease or condition and that demonstrate the potental 1o sddress unmet medical needs, Under the fast track program, the spossor ol a
mew dnag or bioksgic candidate may requcst the FIA 10 designate the product for s specific mdication ss a fise track product, concument with or aficr the filing ofthe
I} fisr thee dnagy candidate, A drug than receives fast irsck designation is cligible Sor some or all of the fallowing: (i) move frequent mectings with the FDA 1o discuss
lheang\d-ympﬁmphnmdmmwlmmofwmmmddw:w hmvdlilmﬂwwmmmwﬁwlhrfm
abowt such things as the design of the proposed clnical trak and use of bi () elig approval and priorty seviea il ebevasl cnilera are
met; and (v} “Raolling Review.” nhlchm.:uIhﬂldmgw}cmiubﬂlmwlﬂdnﬂwnlum::ﬁ'miwmwh) ihee FIWA, mther than waiting until
nwbmmellbc'ﬂ'murm-whdhﬁn the emtee application can be reviewed. This rollng revicw w available ifibe applcant peovides and the FDA
approves a schodule for the sub af the and the applcant pays apphicable user fees. Howover the FIMA' tmne penod goal fior revicwing
a fas1 track application does not begin until the kst section of the NIDA or BLA s submstted, In addition, 1he fast tnck designation may be withdmmwn by the FDU il i
believes that the designation i no longer supponed by data energing in (e cliical mal process,

B
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FPriarity review = Under FIM, policies, a drug candidale may be elgibhe for priorty review: The pronty seview progrm proviles for expeditod review oran MDA or
BLA, typically within & sivio eight month time frame from the tine a conplete spplication b sceepred For filing. Products rcplhlud In' e FDA's Conter for Drnag.

Bvalastion amd Rescarch, or CDER, anc cligible for promy peview i they provide a significant d 1o i products in the imatnenl,
disgnosis of prevention of 2 dnense. Products regulbsted by the FOA's Center for Biologics B'lh:t:n-d Eﬂm‘luutm.mebgﬁhﬁtmmiﬁq
provide a significan) eprovement in the safety or effectvengss of the d ention of & senows or ieahreatening disease, A fasn tmck

designatid dnag mdldmmukfluil:b:mmmwdswmﬂbnwﬂmnmumﬁm BLA o NI sbemisiion,

Accelerated appeovel — Under the bt and the FIDA'Y acoclerated approval regulations, the FIA may approve a dag of bioagic for 3 senous of Be-throatening
imexs that provades meaningfal thempeuic benefit to pabients over exsimng treatnenis based on 8 samogaie endpoini that is ressenably likely 1o predict clmical
benelil. Sumogaie endpomis can ofien be measured more casily or more eapidly than chaical endpoints. A drug candidaic approved om this basis & subgest 10
iganats post-murkcing compluance regainements, mcladmg the conplotion of Phase 4 or post-approval clnical trials (o confim the effect on the cimical endpomt
Failire to conduct reqaired post-approval stadies, or confin a clinical bemefit during pos t-marketing studics, woulkd alow the FIA 1o withdraw the drug from the
market o an expedited hasis. All promotions] materials for dnag candidates approved under accelerated negulations are suhject to prior review by the FIA.

Bircakth b thenapy db i —nmﬂMllhobnqwnd.lnc.‘mdicIh:dmncbpn:nllﬂﬂmmnl'lhr$phlln|.hwm\ﬂnfﬂrﬁplhﬂmm:ﬂdlu
freal a senous or hig-gh ing dicase or where inary chnkcal evadenoe indwales that the drug candsdale mary & oy ermenl
over exsting therapics on one or more clinically significant endpoats. Under the b igh therapy program, the sponsor of a new dnsg candadate may request
that the FIM designate the drag candidate for a specific ndk s 2 break gh therapy with, e after, the filing of the IND for the drug candadae

Podiatric fnfwrmarion

Under the Pedistre Research Bpairy Act of 2008, an NDA, BLA or supploment 1o an NDA& or BLA mist contain data that see sdequate 10 sssess the safety snd
ellictiviness of the dnag or bokgical produst far the chained ndications & all rekvant pedatic subpapalitions, and 16 sippon dosing and adnnstation for cach
pediine subpopalsion fer which the product s sale and effective. The FIOA mwy, on iis own mitainve or ai ihe requesi of the apphcant, grani defermk for
suhemision of soeme or ol peduine data wnbil alter approval of the product lor ese n adults, or Rall or panial wanvers from the pedisine data requincnenis, Under the
Food and Trug Admmmtation Safety and Innovatsen Act, or FIDASIA, the FDA has additsomal autharty to take action agamst manafacturons not adhonng to
pediatric study requi Unless e required by regulation, the pediatric data requirements do not apply 1o products with oephan dnag Sesggnation.

LIS, Parent Torm Restorarion

Dependmg upon the timmg. duraton, and specifics of the FOA approval of the wse of our curment and potential product candidatcs, some of owr VLS. patents may be
eligihle for limted patent term extercion under the Drag Price Competition and Patent Term Restoration Act of 1584 ("Hateh-Waama Amendments™ ) The Hatch-
Wasman Amend, penmit & patent wermn ol up bo (e years as compensatson for patent tom lost durimg product develapment and the FIIA egulatory
review process. Homever, patent lerm restoration cannol oo the remammng tem af a patent beyond a total of 14 vears from the product’s approval date. The
palent term restomation period i generally onehalf the time between the effective date of an IND and the submission date of an NIA or LA plus the time between
the submision date of the DA or BLA and the approval of that apphcation. Only one patent sppheable 10 s approved biological product & cligble for the
extension and the sppheation Bt the eaemsmon must be subatted prios to the expimtion of the patent. The ULS Patent and Tradenudk Office, m consultation with the
FIA, reviews and approves the spplication e any palint L eX8ens on of feuloftion,

n
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Drigg Develapaent in Europe

In the Foropean Unioa, wilhu:pmm mmklwmtlncmwn:uhmqwqumu Simillar 1o the U5, the murketmg of medicinal products i
subject 10 the graning of mok by mgulalony agencics. Alo, as i the LS, the vanous phases of preclinkcal and clinkal racarch ® the
ﬁumﬂmmanpnmnun&wmpmwmm

Review amd Approval i the Europea Union

In the Furopean Union, appeoval of new medicinal products can be oblained thivugh one of theee processes: the mutual recognits dusre, the e

procedisr, and the doconralined procodise. We mtond to determmne which process wo will Sollow, if any, in the fiture,

mmma-w:m:mu m one Earopean Union member siate, known as the refersace member state, Once the mierence
member slate has granied the markets the apph mchmselnwhqulwm-nahﬂmmrdmmm reyuestimg them 1o
mwwmmm“.mmmampuduﬂumnmm proccss, n ather | member slates have 55 days
o s objoctions, uhlhlwnlhubemﬂmdh}'dlﬂmnnmﬂh concemied mendher sates, the reforence m-ru-rnnd--kqumm:mr
the comencement of the motas] e dure. If any disagn remains, all ertions hy itaes in the: d mewmher s1ates are saspended
anid the dissgrocment B resobed |hmq:hu athartion process. The matesl recognition proceduee riulls B separate national markating suthorations n the
reference memhber state.

(¥ ized Proceduse: This p dure is cusmently s fiog prod anhynmofamhjmlpmuundmmdfwmmtﬂhm
anil otber “mBovative medicinal praducts with novel ch it S Unider this b leﬁrﬁm&gmﬁtmhahﬂhnnl
Medical Products. Tmﬁlmpt-Lhumhn!llm-vlppo-ldln:mﬁ:nm-i-]ﬂmﬂud:w counires cach peoparc an

asscssment repot (hat & then used as the basis of a sciontific opinion of the Cormittee on Propniclary Medical Products, I this epinion & frvomble, # is seml 1o the
Furopcan Commnizsion. which drafls & decivion, After consuhing with the momber states, the Furopean Commizsion adopts @ decision and grants o murkcting
authorizatin, which i valed thaooghout the Baropeaa Unaon and confirs the same nghts and obligations in each of the meibet stabes 23 3 irketmg sathonzaron
granted by thal neniber st

Decentrbend Procedure: The mosl rewenily duced af the thiee p for obl apy | of new modacinal processss in the Faropean Unaosn, the
Wmn:ﬂmmmmmmhﬁn&dﬁw but with dilforences m the tinmng that key documents are provaded 1o
concemad member states by the reference memiber state, the overall taving of the procedure and the possibility of, anong other things, “clock stops™ duning the
procedure,

Fosg-Nlarketin Requtrements
Fnhwnswur-lﬂflmm-phﬂmmhlmrmdI'he:ppm'r\adpﬂmwwhmlnwﬂmthmh)ﬂummddmmnd
lmgm‘uhmrylulkmul,nahdng,lmn‘dlhﬂﬂnp montorng and ing activitics, o apphcakle latory auth of adverse

experences with the produc, providing the regulstory suthonities with spdsted safary and efficacy information, product sanpling and disinbaiion requirements, and
comphmg with promotion and adverining requirenents, which mchude, among others, standands For dinect-to-consame adverinmg, festictions on pwn;dmp

for et OF | patknl poplalons nol déscrbed m the dnag's approved bibelmg (knovn as “of-abel use”), and s 0n sty - p

tdw-dluulmnim Ahbough physicins may prescribe kegally svailable drugs for off-bibel wees, menulaciorers. may not nmrket or promote such offlabed uses.
Modifications. or 1o the prod utbhﬁu:hnmofrleufmﬁimmo&nidﬁnﬂmﬁ:wuaflhl-mudmhﬂw
manymkmﬂwmmﬂn.mﬁrmmu The FDA regal reque the be ed m specafic approved
facilties and in sccordance with curremt good mumufscluning practices, wmwmwmmhﬁermmdwﬂ:nm-m|
ﬂtahihmnnhmcm These pegulitions abio impase cenain i dural and 4 with mspedt to nunufactanng and
qualay . o ;Mmh«cﬂ{lw nvolved i the manulcture and distribiston of spproved deugs are sub o periodic

anasnounced mapecinns by the FIMA and conain state agenciee for cofrplunde with cuicnl good manafcturing praciice and otbor v, NIA and BLA haklers

using costract manufcturcrs, bomioncs or packagers are responsible for the sclection and menitomag of qualitficd fimms, Thesc fms are subject to mspections by

lh- FD\!\I any b, Mlhrduumavdrnhhvemdim»wﬂ resull in enforgement acions that interrupt the opertion of any such Bxdtics or the abdiy 10
pro<lusis d o tested by them
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Urber Regidatory Matters

Manufacturing, saks, promotion and other acinities followng product approval are alse subjeet 1o by Hies i addition to the
FOA, imchudimg. in the United States, the Centers for Medcane & Medicaid Services, or O3, other divisions of the Depaniment of Fleakh snd Homen Services. ihe

Drug BEnforcement Adminsiston, the Consumer Produc Safety Comeission, the Fodoral Trade Commission, the Occupations] Safory & Health Admmisirstion, the
Tnviranmental Protection Agoncy. and stase and kecal governmunts. Thise regubitions inchide:

the foderal heshheare program antikickback bw which prohibas, smong ther things, persoas from solicitng, receiving or provading remunertion,
dirgctly or indmcetly, to induce cither the referal of an mdividual for an ilem o service of the purchasing of ondering of a goed o serviee, for which
payient muy be rede under fdoral hialboase programe such as the Madicans and Mediard progra,

federad Balee chms bows which prohibit, among aﬁuﬁhﬂ ndividual or entifies from knowngly presenting, or cansing to be presented, clame for
payment from Medscare, Medicasd, or other g that are fake or famdulent. The govemment may sssen that & claim
mchdmg lems of servaies reulimp Fom o veslstion of the fedeml heahbeare propeam anti-kickback law or related o of-label prosmolion comstitaics o
false or frsdukonl claim for puposes of the Gdenl Gle clems s,

the Fedural Physician Paynunts Sunshmve Act within the ACA, and its imphmenting regabstions, requine that cenain manufacturees of drugs, deviess.
biokegicsl and medical supplies for which payment is availsble upder Medicare, Medicaid or the Chidren's Health Insumnce Program iwith cerain
cxeptions | 1o repor. nfommtion related to contam payrents of olber trassiins of valac nude of disipbuicd 10 physicians and 1caching hospials, or o
eniifics or mdividuals 21 the request of, of designated on behalf'of, the physkmns and teaching bospials and 1o report annually certain ownenhip and
mvesimend micrests hekd by physicians and (her mmediste Gy merbers;

the Healih In Portability and A shility Act. or HIPAA, as amemded by the Heakh Infonmaison Technelogy for Beonomic and Clmical
Health Act, or HITECH, and its mplementing reglations, imposcs cenain requiremnents relating to the privacy, secunty and Hrans s kin of individually
wontifiable heshh informution. Anong other thmgs, 1HTECH mkes HIPAAS pmacy and secury direetly 1o

assocmtes —mdependen contractors or sgents of coversd emimics that receive oroblam protcoted bealth mfommtion i connection wab providing &
service on beballl of a coverod ey, HITECH alio created foar new tiers of civil monetary penakics, smended HIPAA to muke chvil and crminal
penahws directly appheable to bisness sssociates and possibly other persons, and gave stale aftomeys general new awlborty to file civll sctions for
darmges of mpsclons n fediral counts 1o enforce the Badoml HIPAA biws and seck aftomeys” foes and costs assocatod with parsuing foderal ol

acions;

applcable child-resisiani packaging reguiremnents underihe LS. Pomen Preveston Packagemg Aci:

The Lanham Act and Fedeml antitrus? b end

st baw equivalents of cach of the above ledeml laws, such as sntidockback and false ches bws, whach noy apply to dems or services reinbuamsed by
any thind-parly payer. mohadmp commercial insurcn. and stale biws goveming the privacy asd secunty of health n certain o
mmany of whach differ from cach other v ssgnificant ways and often are not precmpted by foderal biws, thas complcatm comphance cfforts

Disimbation of phammocutical prodects b subjeat to sdditional rogui and regulations, including fve recond keeping, leensing, trmceshility, and stomge

anl &

ded 10 prevent the b d salke of phammaceuticsl products. The handing of any contralled substasces nust comply with the

ey
LS. Controfied Substances Act and the Controlicd Sabstances Impon and Export Acl

k)
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Schedule [ controlkkd subslances are phamucentical products subket 1o specific regulitions under the C3A, that colablsbes, among other things, cerlain
registration, manulxturing quotas, seeurity, recondkeeping. reporting, impon, expont e other roquinements sdministered by the DEA. Al panies respomsible for the
mmanutscturng. distnbation and testing the dnag n clinical studes mupply fior and obain a Beense from the DEA before they are pemutied 1o perfonm these
activities. Fusthermore, these parties must have the secunty, control, rec and mventory requined by the DEA 1o prevent drag loss
and drversion, All boensed facilities ane required 1o remew their registrations annually if they intend 1o continge 10 work with our drag. The DEA condiscts perodic
mspections of comain pegistercd cotablish that handl B substances.

Indivadual slates have ako hlshed b e by and . Though state-controlled substances b often mumor federal biw becaise the
|Ii.=|.mu|:mem|!.nm they muy separscly schedule drags, as well While sone siaies asiomtically schedule a dnag based on federal action, other siates
hedule dnags theough king or a kpnline sction. We asd our menufscturmy vendon and clmical sites mast also oblam scparsic state regisirsions, permsts

ar hoonses in onder 1o be able 10 shian, handle, and dutrbute contrallod substances for chmical trals or cormuercnl sale. and Gaibare 1o meel appheable regulatony
requirgmients could kad 1o onforcement and sanctions by the states n addition 10 those from the TEA oratherase snsing under foderal bw,

Thira-Party Payer Coverage and Relmburscmend

Significany Y xsts & to the s and reimburs et stams of any of owmr dig that ulEmarcly may obtain v approval In both the
United Seates and foreign murkets, our ability to commencialiee owr product candidates sucoessfully, and 1o atimct consmercialiation partners for oar product
candsdates, depends i significant pmuﬂ:cmﬁhﬁyﬂ'mmmwendmwmwimm mchsding, i the United Siates,
govemmental payers such as the Modican: and Medscaid proge d care s, and provcats hoakh msuron, Modan w o fodoraly fundod program
wbyuhmam@.wr.mw-mwmmu-mmm“,mu b Sor cortain healt #ors and services famished
o thve elderty and dinabled, Medicakl B an méurance program for certam categories of patients whose meome and assets fall below stale defimed kevels and who are
otheraiec uninswred that & both fedenally and state fanded and managed by cach state, The fedemal govemmment seis general guidelines for Medicaid and cach state
creates speeidic egulations ikt govern s individual progeam Each payer has its own peocess and slandards for detemaning whether @ will cover and resrbanic o
procedisre ot parixubr product. Private payers often rely on the kead of the governmental payers in eoulering coverage and rearbansemont detomenations_ Thenefone,
achieving favorshle CMS coverage and neimb. B usualy a signi patmg Bsue for seocess fal miraduction of & new product. The competitive position af
some of our products will depend, i pan, upon the extent of age i ad i fior susch penducts and for the p dures in which such produy
ane need. Prices ot which we of our costomens sock rembamement for our prodisce candidates can be subject 1o chalkmge, Hm«dmnlbwhgwmmlud
allicr payers.

The United States Compress and state kgshtures muy, fom tene to (e, propose and adopt mitutnves aemed al cost contamment, which could mpact our abilty o
el our prodinct candulates profitably. For exanmple, the two-yeas spending Liw signed by the Presadent of Uned States on Febmary 9, 2008 inclades a provision
raking the mmnafcturer discount 1o 0% n X9 in the Modicare Pan Diooverage gap, alio known as the “donut bole.” Under prios biw, nanufactann wene requined
Inpmnd.:lﬂ?.dsmunloImmuwmnwmhhhlmdmwﬂkemhlwm oy dpous hade

pay mnieg in 2005, d at maliple billons. of dollars for some of the larges| companics,

The ©ost of phar C 5 T g ml goy l.ud!l:rdpl‘ljr paver milerest, Vl'u ztpﬁllhl'ﬂuphnmi ndastry wall
expenence prcing pressurs due 1o e In-d toward munsged heshibcare, the noeaing inlk of d cane wons and additional kegxlnive
proposals. Our esulls ofop would be ad by affected by cument and future healtheare refomms,

1
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Some ihind-pasty pavers abo require pre-approval of coverge for new or nnovalive devices or drug (hempics before they reevburse healibcase providers thai sse
such thempaes. Whiks we camnot peedict whether any propescd cost-containment measuses will be sdopted o ciberwise ivpleminted i the Tetune, the

of adaption of these prop coulkd have a mutcmal adverie cffect on vuar shility to obtain adsquate prices. for oar product candidates and oporte
prafitably.

In addition, in some forcign countrcs. the proposed pricing for & drig must be approvied before it my be bwfully emilketed. The roquirements goveming drug pricag
vary widkly Srom cosntry 1o country. For oarpl, the Buropean Unson provides options Bor its member stales 10 st the sange of medicmal prodiscts for which
thew national healih msurance syxtems provide rendbunsenent and to contrel the prices of medicinal prodhicts for buman ase. A memmber stabe may approve a specific
prce for the medicmal product, or it mey msicad adopt o systomof direct or indirect controks on the proftabady of the company plicing the medicnal product on the
market. There can be no assemnce that any country thal has price comtmb or rembusscment lestations for pharmucewtacal products will allow favanbk

e | aml premg fiar anyy ol our prodiects. Histomcally, products bunched m the Baropean Union da nat fallew price structures of the Uaied
States and generaly tend lnhr:uiilﬂhrhm
Corporsty snd Other Informstion

We were formed m December 20014 as & Dilaware el Rabality company "LLC) ander the nanme Dermala Thempeatss, LLC, On March 24, 2001, we converied flom
an LLC 1o a Delaware C-corporatien and changed our name 1o Demmta Therpeutics. Inc

‘Hunmn Capital Resources

As of the date of this nepon, we have eight full time smployecs, with thiee employees working i (he goneral and adminiitestive departmunt, two engaged @ non-
chnical and climical development, two working i the chomstry, musufaciunng, snd control depaiteent, snd one eiployer working in the rgubitory affais and
quality control depanment.

We beheve that our futuge sucvess will depeni. i pan, on cur contmucd ahility Lo atiract, hin: and retam gualifiod pemonnel, bn partcaler we depesil on the skills,
epenencs and pnbmnlmrmumwmlmdmﬁmmml“’:wmwﬁnpuiidpmwﬂm1m oihier modical phammcouinal. and healboare
s, a5 well as and it reseasch msei

L

We provide competitive conpensntion sad benefis progrs 1o help moct the nesds of our erployees. In pddition 10 saliries, these prograes fwhich vary by
country/region and cmploymual clarification) inckade meontive plens, hoalthearc and # bencfits, n mveslments, pakd e aff, snd
fanaly kave, among others. We alio uic targebed oquaty-based gramts with vestmg s 1o Bcilitate won of p 1 pasta Tor car key enployecs,

The success ol ourbusness & findamentally connected 1o the well-being of our people, Accordingly, we ane commtied 10 the heshh and safety of cur cmployoes.
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TTEM 1A, RISK FACTORS

Irvesting In amer sevurities irvalver a kigh degree of vk Yo dhoalif carepully consdaer the rigks o umcertaintles deseribed below; together with all of the other
imfarmuntian in this repart, inclinding the came louted framcia! stiements, the mates thereta and the section entitled “Mogement s Discussdon and Aralysis af
Fimarcioel Condirion and Reswles of Operations ™ included elsewthens in this report befire deciding whether to invest in awr secuvities. The risks aad ancertainien
describedd befoi re wot the oaly ones we e, Additional risks god imeernintien thal we are snaware afor that we decat immstortal mon ol become fmpartmr
Jactors pivat adversely affect owr busimes, [Fany of the Kolfowing i actully occur, owr business, Svamciol conditior, resits of operoions end fiure prospects
comlil be matertatly and aabversely affected. fn thal evend, e market price of vur common sfock andor Warrents could decline, and yow coubd fose part or all of
Vo invesiment.

Sy of Risks Associated with Our Bmsiness

Our business and an investnent in our conpany i subject to sumerous risks and uncensinties, inchuding those hights in the section titled “Risk Facton™
Emmodiatedy Bllowing 1his sunmry, Some of these risks mokude:

Wie are & presrevienue company with a fmied operatmg hstory,

We rmay not be able to success fally develop or consmercialor our product candidates or do so on a timely or cost-effective hasis;

O business nuy be negatnecly alfccied by the mmpacts of pubbc heakh emengencics, cpidemics and pandemcs, sach as COMIR19;

We dvpend on a limsted musber of prodisct candidates and our basiness could be muterally adversely affected of one or mose of our key product

candidates do mot perfonn ax well as expected and do not receive negulatory approval

- The murket for our produgt candidates, nchedmg AT 3102nd DMT 410, may not be a5 brge os we expect;

= Our compeitors and oibver ihied pasies may alkege that we are mifinging ther micllectual propeny, forcmg us fo epend substantil eseunces m
resulting Reigacion, asd any unfavorshle outeome of such ligation could have a material adverse effect on our basiness:

- Wi may axpeninee Gileres of or deliys i clmical irals which could popandine or delay our abiliry to obtai regulatory approval and commence product

sales;

=  Weihoo isiense conmpietition fromboth beand snd generic companics which could lrit or promth and sdvenicly affoot cur Sammcie] meul;

. Wee are subject o gulation and we Bce sigsil uscertambes and | I Gosts assosuabed wilh our eflosts fo
cmrb“hwlnh\tuplhlm

. Wiz may mod be able to develop of muntain sakes capabilitics or clfectnvely nuskat of scll aay products that we may sucecis flly commeralia;

- Manufaciurng o quality coste] problems muy damage our repatation, requing costly remedial sctivities, of otherwiis pegalively irpact our basiness,

. Our profieshility will depond on coverage ond selmburseneni by thind-paaty payors, and heakheare reform and other fetur kgkbton mey kad o
redusctins in coverage of rembursoneal kvek:

- ‘We currenily, snd may i the future need to, boense cotam micllociual propeny from thid pastics, and such beenses may not be avasable or may not be
available on commencally reasonable temms;

- We muy not ibentify sekevant thind-parmy pstems or mey meemrectly st the relevance, scope of expantion of a thind-pany parest. which meght
adversely aflect owr abiley to develop, minufactuse and morket our products and product candadates;

- The rrw materal for car product candidates, DMTII0 and DMTL10, & demved from natunally occurmag mgredsends that grow only m fmiicd areas that
meed 1o be harvested anneally. Due to unforescen envimnmental conditions o croumstances, our suppher may mot be shie 1o harvest 2s much mw
eraterial o we require. of amy at all which may acgatively spact our abikey 1o conduct preclmical stadies. clinkal trisks. and ulimutely commencaliee our
product candidanes:

(]
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. We currenily rely on a thind pasty for ihe mw meierak necded for DMT30 and DMTA10, and il we encounter any dilficulies. m accessmg or procunng
altemativeg sones on scceplable some, or st all, our business muy suller;

. Dur cusrent beensed pasents covering DMT3 10 expired beracen 22 and 2023, whach was. priar o our amtcipated date forany murket Lusch. While we
have been msued patents covermg DMT4H in cotam usadictions. other of our cument perdng patents covermg DMTH0 and DM T4l have not been
maned yet and there & nn:lumwrlh-r}' will get Baucd. We muy not be able 1o oblain sdditional patent covernge, which could limt our marker

due 1o

products:
- 1w il bo comply with our obligaisons wnder any of pur third-pany agrecmenns, we could ks Boense rights that are neccssany 10 dovelop our product
wandidates ;
N e directors, executive officers and centan stockhoklers (one of niich & an affiute of our Chicf EBxcutive Officer) own & signaficant percentage of our
correren siock and. ey cheose o act logether, will be able 1o cwent significani contrel aver naiicns subject 1o stockhokder approval: and
- W will need 1o add penonncl, which will merease the siae and complesty of sur organtation and we may expenence difficulties excutmg growth and
COMpEOrAte SITElags.

Risks Related o Our Finaseial Poition sed Neod for Capital
Wi e a climical stage phormacestiond company with o lmited operating hidy.

We are a chnicalstage biophamaceuticsl oonuny with 3 lnncd npaun‘ history wpon which wou can cvalme our buse and We must et

chnical atudies and rocerve regulatary ol before | saks of o product can commence. The lclhood of saccess of our busmess plin mis) be

cunguberod m hght of the probloms, | enpenscs, difficnliss, comphcations and deliys froquestly encoentored = connection sith developmg and expandng

early-stage L and the and competitive envirenment i which we operate, Phamuceutical product development & a highly speuline
dortaking. mvohes a drpeea!ntud s & capitabmtensive business,

Accordmghy, you shoakd consxder our prospocts @ hight of the costs, uncentamises. delays and diffieuhies by d by i the carly stages
of develspment, espooually carly stage clnical phamsceutical companies such as surs. Potontial mvestors should wrmlvmmdul'hc rsks and umcortambies that &
company with a lemited operating istory will face. In particular, potentia! investoss should consider that we cannot assune you that we will be able to, smong other
things:

- successhully mplement or exoute our cament business plan, and we cannot assure you that our besness pln & sound;

= successfully complete the clinical trisks, non-clinical teitmy and other requirements pecessary 1o obtain regulatory approval for the muketing of our
dnag candidates, molabing DMTI10 and DMVTA10;

. e our clinical and establish ul drag supply:

- secuse, mumiam and, 3 necessary, defend owr mellectial propeny nghis;

. secure mudket exclusivity and o sdeguate ntellectus] property protection for our drug candidates,

«  attrect and retain s exponconced manaporenl and advisory teamt

. seeuse acceplance of our dmg candulases i the medical community and with thad-pany payors and consumen;

- Taumch commencial sales of our drug candsdates, whether alone or in collaboration with others;

4




Linhle of Contcrts

= comply with p vk 11

- mise sufficient fusds in the capasl markets or otherwise to et o b plan; and

. i the funds 1l we have and my rase in the Rituee L efficiently excute oor busness similegy.

1w canmot sucoess hilly cwcule any onc of the forcgomng, out business oy fuland your mvcstient will e advencly affected,

We hurve incurred loxues since v thart e wll At incow lesxex for the foreieeably fuivre, We are mod currenily profitable, and we
mmury mever aciveve or sandein profitability.

We have never generated revense from operations, are unlikely to gemerate revenues For severnl years, and are cumendly operting af a ks and expect Our operating
conts will ncrease significamtly as we incur costs related to prechinical development, the clinkcal triak for our dnag candidaces and 1o operating 25 & pshic company.
We expodt to meur substastal exponacs wathowt carespending rovenues wnbeis and until we ase able to obilan rgubitory approval and sucoesafully commenalia
any of our drug candsdstes. We may never be able 1o obtaim regulatory approval for the modetng of our drsg candidates m any ndication m the Linited States or
mlgrmationally, Bven il we are able 1o commerculise owr dug candadates, there ¢an be no assurange that we will penerate signilicant evenises or ever aghicve
profitabalry, Wi have incusred kosses in cach year since we commenced opamtions in Decomber X004, We moumed net kesses of approsmately $75 million and

approxamately $96 million R the years ended Decemiber 31, 2003, and 2002, respectively. As of December 30, 203, we had an defict of app
5534 million. The :nnlmmmhuuwﬂdq)ﬂil m pari. on oar Mummcllﬂmlﬁﬂ}lnmmml o any. Revenue Bom owr current and
il fwiure collaborations Because ik or ather pay undier our ey mot be achxved or received.

As of Decerther 31, X023, we had capatal res curces consisting of cash and cash equivalens of 874 milon, W will continue 1o expend substantisl cash mesounces for
the foncsecshle future for the clinics] development of our product candidstes snd development of any sthor imdications and produsct candidates we may choose 1o
pursue, These expenditures will nclode costs masocisted with research and developmens, conducing preclmical siudics and cBnical mals, munuiscurmg and supply,
as well e mocketing and sclling any prodacts approved for sake. In particulat, oer Phase 5 chnical stedics for our produd candidates will roquare subviantial fands 1o
comphele. Becausie the conduct and results of any chmical tral ane highly uncertam, we cannot reasonably estmute the actsal smoents nooessany 1o suooossiully
conplete the development and commercializtion of our carent and any future product candsdates.

We arc unconain whon ar if we will b abile to schicve or sustan profiability. If we achacve profitabilay n ihe future, we tay nod be able 1o susstain profitabdey m
subsequent porods. Failure to become and remain profitable would spaar our ability to susiam operstions and sdverscly affect the price of our secusties and our
ability to s capital

We will requiee addivional capital 1o fiwd owr operatioss, and (Fwe fail to obisin necenary finencing, we sy ol be able 1o compliete the developuess and
s aff e product condidal

Wi believe that our cxdsting cash, logather with mtonzsl thereon, will be sullicient to fund our operations inbo the thind quarer of 2004 We have based o

however on P Ihl.tmypm\nbnheml.-dm:mH:pmdwranhqﬂmmmﬁmﬁmwmmdrcmwwqun

moare capital o fund pur operations than we cumently expect. Our cumently [ o 1hie devek of our product candidates, DAMVTII0 and

DMTAI, exeed our existing eab. We will need 1o ane additoaal capital to fand ow operations and continwe to support our plansed developaent and
commencalRton sctvities
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The anount ard timng el our fstsre funding requircnents will depend on many [aclo. nchedng:

the timing. rate of progress and cost of any precinical and chnkcal ik and other product development actnitics for our current and any Ritues product
candidates that we develop, m-icense or scquire;

the results of the clinical iats for our product candidates in the United States and any Foreign counines;
the timng of, and the costs mvehved i, FIIA approval and any forcign regulatory approval of our product candidates, d'st all:

the purher and characteritics of any addinional futuse product camdulates we develop oF scquing;

our ahdity to establsh and numiam strmegic collaborations, boonsing, co-p ion or other and the tems amd timng of such
armangemenls;
the gt af commeniliziaen activities if our cument of any fistere product candadates ane approved Bor sale, mch armg. ng, sakes.

and distnbution cosis;

the degree and rate of market scceplanee of any approved products;

cosls hder our (hind-party g and supply Sor ot camond and any Fotune product candalsics and any poodicts we
commencalee;
cwsts and timing of completion of any additional d wl dactunng of supply i hat we may estshishe

costs of prepanng, [Sng, prosccuting, memismmg, dokadng and cnlonimng any patont clism and other mtcllccrual propeny nghts assecmted with ouir
prodedc candwated;

coits associted with proseouting of defending amy lnigation that we are or may hecome imvobied inoand any damages payshle by us that resul from
sich lnggation;

costs assocated with any product recall that could ocvur;

cosls of operating as a publc compamy:

the emergende, approval svailshiliny, percenoed adventages, nelative cost, pelitioe safery and relitive efficacy of alemative snd conpeting products o
Al

cosis wated with any scquasition or m-bcense of predlucts 2ad product candd. chnak orb L and

pomonncl Geditics and cquipeen? requiscments,

We cannot be centam that additonal funding wall be available on scerptable termn. or at all In addition, Ruture debt fnsncing mito which we emler may Epose upos
s covenants that restrict our operations, mehiding mmations om eur ability 1o mour bens or additsnal debe, pay divadends, redoom owr stock. muke certain
imvestments and engage in cortain menger, consalidation or asset sake iransactions,

1w are anablk to eaise additional capital when roquarcd of on acceplable verms, we muy be roquied to sigaificantly delay. scak back of dcotinne the development
or conmercakation of one or more of car praduc) candidates, restrict oiar operations or oblain funds by enfermg mio agreements on unafiraciive terme, which woukd
ety have a muterial adverse effect on our basiness, stock price and our reltonships with thind partics with whom we have business rebstions hips, at kast until
additional fanding s obtaned, IMwe do not have sullicent fends Lo continue opertions, we coald b requined to seek bankrupicy protection or siher shemaives
that would liksly result noour stockhoklern ksng sone o all of their mycsiment m e In addation, cur abiey 1o achicve proficahility ar 1o respond o conpetiie
pressures would be significanthy lrsted.

&5
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Ruising additional capitel weay coise dilidion i o resdrict owr or requine e e rolingish dghts to ene fechmologies or product
canalidaex.

'I..hliﬂuhlne fcruuwcmmﬂe!ubﬁlﬂﬂnﬂumm we may inasce our cash needs theough a conbmation ol equity offerings. debt nancmgs, markeimg

and ather collabs . strtegic allances and boensing smanpements or other sowrces. We do ot cumenthy have any conmmtied
external source of funds. In addiian, we my seck addional captal due to favarmblk nurke conditions of strstegi considentions. even i we believe that we have
sufficient funds for our current ar future operating plans.

Tio the extent thal we raise additional capital through the sale of equity or corvenble debt secusitics, vour ownership imlerest will be diuted. snd the 1o of thesc
sectfities may ndhade hquadation or other proforences that adverscly aflect yous rights a8 & comeon stockhabder. Thbt fimancing and profomod oquy francing, o
availabrle, nay wvohe agrn Ililmh‘lh. fnmiting ar oar ahility to lake specific actions, llxhum-ﬂ.i:nn.ﬂdnbl mmking capital

i or dechaing drvadends. [ we mse additional funds thiough wans, stmtegic allisnces o wah
thind partecs. we may be soquired 1o relinguanh vabuable rghts 1o our techaologics, intcllectual property. future evenise strcams n-rwudun candwlates of grant
Iecenses an tems that may ned be Grvosable to us. 1T we ate unablk o mise additional funds through equaty or debi fmancmgs when neabed, we iy be egqured 10
delay, lind, eduee or terminate prodisct idate develoy o futuee i cfforts

The repocts of owr indeperdens regiaered padlle aocrurtimg fres for the focal pears evded Decenmiber 35, 2023 and 2001 vach contain an explanstery
puragraph regaraing sbstarstial doutt abowt o ability fe contiome o g going concer,

D 1o the uncemainty of our shility bo mect our caend operating and capital cxpenics. in their repons mwﬂmim.lﬁwmhl vlatcrments as of and for the
years ended December 3, M08, and December 31, 2002, our mdependent audit fime mchuided anding about car ability 1o
coniines a5 @ going concem, Subsiantial doubi abood cur abilily 1o vonimue as 3 gomg concem Ty nnlﬂlflnidtcurlrlfiﬂ the price per share of our
conmen stock and Warrsnts and we muy have a moee difficult e obtaiing financing. Fusther, the pereeption that we may be unsble 1o continue x5 a poig concom
mmay wpedo our abiliry to rame additienal fands o oporate our basiness dus to concems reganding our ahbility 1o dscharge oar contractual obligatians

Chargges i tary Tawes amary materially adversely afect owr buedmes, ety of spermtions and oo fovs

Wi are subject o tax lws, regulstons sad policies of ihe prisdictions in which we do business, which may include US. fedenal. stase, and hadjmmm!l ml
tang authargtics in forcign ursdictions. Chasges m taxbvwg, a5 well as other Datoes, could cause s 10 epericnoe (b in o laxablip and
adversely affect our tax peations and’or our tax habilties. The moome tax mles i the prsdictions @ which we operste are constanthy ander review by g

horitics and other o bodses, Changes to tax biws (whach changes muy have retroactive appheation ) could adversely affect us or our stockhoklers, We
aee unahlk to prodict what o propossl may be proposed of erscted i the futuse or what effect such changes woulkl have om our busines s, hut such changes, 1o the
epent they ane brought into tax kgulition, regulations, polikacs or pesciices, coul affect our fmancial position aad overall effective tax ptes i the fituse in
Jursdictions whene we have operations, and mdrease the complosty, barden and cosl of tax complunsde.

We e exposed o rivks related to foreign currency exchange rades.

Somme of our cost and exponics are denonanaled | Bareggh cumencies. Most aof ouf Recegn expenies. are assocmled with our supply of car rw malial for our
DMTHE and DMTHI0 product candidates. When the Un#ed States doller weakens agamst the Furo, the United States dollar value of the forcign cunoncy
denomnated expense moreases, ndhbmlhlhltdﬁnudnh:lm:lhmqmtlhelim!hethidsmﬂ.dah lue of the fieign cummency dencemated
expense decreases, Conse o chanpes in exchange mies, and in a weakenimp of the United States dollar, muy advensely affect our results of
aperxions,
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Risks Helated te Development, Regulatory Approval and Consmerclalization

We face rixky refated o publfc health clies, il and other muhreaks af ardcalle diveanes, socl oy the GO T ) parndemis
mmwwwmmummwmmmwmwumwmqm

Public heahh crimes, sisch ax the OOVID-19 pandense of semlar outhreaks. coukd have an adverse effect ous basiness. Quanantines, travel restrictions and ather pubilic
bieakh and safety n res wa ic, nclndmng a resurgence of COVIIRI?, could adversely mmpact our operations, and the oltimte
Epact s highly uncerain and canmot be prodicted with condid: Effccts of 8 pand wchading a of COVIDLI9, that may delay or stbenaise
adverschy allect our ongoing and plinned preclmical sctivities, our plisned chnical inaks s well s our bisicss generlly, inchude

- delays related to dwrapiions of CRO and confiact manufacturens, of i ihe supply chaing;
- delavs in receivimg approval from regulalony suthonities o mitiale our planned chnical nalks;

® delevs or dilficulics in clmical sie miwion. neluding dilficaliics = reouiing cBrical sge nvesigaion asd clekal ste siall who, as beakheare
providons. mey have beightencd cxposunc:

«  delays or difficubics i onrolling and retaming patients m cliical tals;

] delays i clincal sses recenving the supplies asd muierials needed to conduct eur planned chnical inaks;
o difficulrics imerpreting dats from clinies] erisks;

® diverssan of hralthcan: resounces away fomibe conduct of clmical ik

. micraption of key clmacal tial activits, such as chakal il sile mosfonng, dus 1o Instations on tavel imposcd of recommonded by Kederal of sate
govermuments, employers and oihers;

- mtermaption of delays m the operations of the FDA or ather regulatorny astborites, whach muyy mpact review and approval timelines : and stemsptions,
difficulies of delays ansing in oer exsting operations and company cukure 35 a resul of many of our employoes working renmtely, inchuding 1hos e
hired dunng the OOVIDE19 pandermic.

Any of their effects, aml other elfects of a pandensc. mehading o resurgence of COMIM %, could have 2 msterial adverse cffect on our bisines, (ascil
condilion, nedills of operalaons and prospects. Funber ancedamty around thede and relaled B3 coukl kead 1o adverse elfects on the econonty of the United
States, Canada, and oiber coonones, which could mpact oer shililty 10 mike the necessary capital needed 1o dovelop and commercialine oar progrums and product
candabates,

Dsruptions in the global eormmny: and supply chaim may hive o material adverse offect om our badnexs, fi I conallitioon aod readis of eperati

D ruptions i the global cconoary muy mpede global supply chams, resuking in kenger kead tmes and abo morcased criical conponend costs and freight cxponses.
We have taken and may have to teke steps 1o mmimaze the mpact of these disnaptions in lead times and mcreased costs by workmg closcly with our sepphers and
oitbier thind paries on whomwe rely for the conduct of sur basmesa. Despite the actions ae have undertaken or muy have to undenake to mnimae the @mpacts from
dunaptions 10 the ghohal econamy, there can be no assurances that unforesoen fistsne events inthe ghohal supply chain will not have a nuteral adverse effect an our
business, fnancial condition and resulis ol sperations,
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Fusthermore, inflation can adverscly alfect us by monasing the costs of chnical tnak, the rescasch and development of our product candidates, as well as
admnistestion and other costs of doing business, We muy exporenss increases i the prices of libor and other costs of doing basiness. In an infltionary
SHVIPORITETL, Cont NCFeaics XY CUpace ol cxpodtalions, catlsing us 1o wic our cash and other bquad asscts faster than forocaseed. INihis happens, we may necd 1o
mise additional capaal to find our operations., which muy not be avaibble in sufficient amounts or on reasenable terms, if at all sooner than expected.

Adverse global comditions, incluling cconamdc imoertaindy, may neganively impact our fisancial resulis

ilabal condisana, dslocations i the fnancul makets, any ncgative financial inpacts affecting United States o a resall of nax reformoor changes 1o cxating trade
agreemenis of taxconventions, nuy adverscly mpact our basmess.

In sdditen, the ghobal macmcconome envimnment could be negatively affected by, among other things, public health 1l i ar cpid

mstabilery i global econom maikets, moreased US. wrade tanfls and mmade dispues with other counties, natabiey = he ;bbolmdl:mn wrmcmn
weaknesscs, mutlability m the geapolitical cnvironment as & resull of the withdrawal of the United Kingdom from the Faropean Union, the Russun mvasion of
Urame, Hamas® attack on limel and the resulmg conflict, and other peltical tensions, and forcign govemnmental debt concemns. Such challenges have camsed, and

Ty continge 1o cawse, and yhility in kosal w3 and m ghebal francial markets.
har bardiess ix o devat amr e fudl dlevels fatary aipa { avel o talization af anr product cansdidntes, tn particador DTS IO and
Do,

O portfolio of product candidates molades one bte-stage prodact candidate, DMTII0, & once weekly topical, natunBy derived product candidate fior the treatment
ol song and pogiasis, snd an caby-stage candidate, DMTAL), & combmnation treatment egimen 1o asd n the topical delvery of botuleum toon for the restment of
Byvperhidros s and acsibats: shin conditions, The succcis of our business, mekading our abdity 1o Bnaence our compasy and generats ay fevemus @ the future, will
promunly depond on the seoocisful development, rgulatory approval ard commenaliaton or patnenng of our product candidates. In the future, we may abio
become dependent on sl ome of our product candsdates orany future product candidates that we muy m-licens ¢, soquire 07 develop. The cinwal and commercial
success of our product candidates will depend on a nunber of factors, ncksding the fllowing:

- the abalty to raie additional capital on acooplable tenms, or at ol

" timely completion of oar clinical inals, which nuy be sigoificantly skower or cosi more than we curenily anticpale and will depend subsiantially apon
the performnce of thisdpacy conimcions;

- whcther we are nequared by the U5, Food and Drug Adnmmstration, or the FDA, or smilar foregn repulatory agencws to conduct adiditiona] chnacal
trinks hewond those planned 10 suppart the appeoval and commercialtion of our product candidates orany fisture product candidates;

- acceptance of ous propossd indicatons and premry cadpoinl asscorments reliting Lo the proposed indscations of sur product candadates by the FDA
and sinslar foncegn regulabory authorics;

" eur ability i demonsimic fo the satisfactin of ibe FOA sl simiar foregn regulitony authesities. the safety and efficacy of eur produst candidaies or
any Ruture product candidates

- wur shility ta develap a susshle drug product release assay;
. our shiliy 1o ieniify an acinve compourd wilhin the doeg preduct that can be detected n o phanmacolosciics siudy;

- the prevalence, dumiion and seventy of potential side effccts eperenced i connoction with sur product candadsics or futise approved products, if
any;
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. the timely receipt of necessary marketing approvals fronsihe FDIA and similar foreign regulatory suthonlics;

»  achieving and numtsming, snd, where spplicable, ensuring that our thind-pany contmctors schive and maintain, complance with our comtracnasl
ehbbgations and with all regulsiony requiremenis apphoable 10 our prodict candidales of any RBature prduct candidales of approved products. i any:

- the ability of thind parties. with whom we contruct 1o mnafctuse clmical tral and commencial supplics nlowrmh:Lc-dnnn orany lh!nn:pmdunt
candilates, remuin n good stamding with regubitony sgencies and develop, validate and muintan viable g | what are
complmar with cumont good manufcmnng pesctioos. or 0P, or good agncultural and collection prctica, o GACT:

- & contmied scceptable safety prisfile duneg chnical development and following spproval of owr prodisct candidates or any Eture product candidates;

» ouy abiley 1o successhlly our product candadates or amy fihere product candidstes n the Unsted Sesies and mtemationally, i approved
lior nuskeimp. seke and distrbution in such counines and termitoncs. whether alane or in collaboeatzon wilh othen:

»  acceptance by physkins, paiunts and payors of the benefies, u&t}' and efficacy of our product candidates or any fature product candadates, if
approved, including relative 1o skemstive and

- wur ahility 1o comply with post-app ¥ requi

- wur and our parmers” ahility 1o cstabish and enforce ntellectual property rights in and to sur produoct candikdates or amy future product candidates |
- our and ous partmens” abiliy 1o wvoid thind-party patent miereneeoe or miglleciugl property mitmgement clasms: and

- eur shilay o in-be o sequine sddiional product candid or commencakatage products thal we believe we can sugeessilly develop snd
commenalin,

I e ase unable b0 achieve one or more of The above Bctors, many of which ase beyond our control. in a tmely nuaner or af all, we coukl experence significant
delays and increased costs or an inabilty to oblain regulstony spprovaks or our product cand il Even f egulstony approvak ane obiained, we may
mever be able 1o successfally conmurcialia any of our prodisc casdadaics. Accondmgly, we cannid msiane you that we will be abke to genonate sufficant revenue
through the sake of cur product candsdates or amy future product candidates to continuc opemlions.

(Tiwdeal drgg development for owr prodict capdidates is very experedve, lime-consmsng and wncerrmin Our clinioal trisls may foil to adeguarely demwosrrate
the safiely and efficacy af owr product comdfidates, which could preverst or delay ry appreval and

Clnisl deug developiunt for our produce candadancs s very oppensive, tme-consumng, difficul 1o design and splmont and s outcomy & mherently unceran
Befoes oblaming regulatory approval for the commencial sak of a product candidate, we must demonstrate through cinkal imak that o prodiec candidate i both safe
andl effeciive for use -111: target mdication, whach is impossible to predict. Most prodsct candidates: that commence clmical tnals are never approved by regulatory

flor won, Our product candid, -:nvmxuwm‘dw{hwmﬂudaﬁiwafmm:d-ra!wkmmwltmmﬂql
festimg of ab any lmne dusing the tnal process. We expeet that clinxzal trak for these product candidates will continwe for scveral vears, but may take significanily
longer than expected 1o conplote.
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We have nod completed all clinical inaks for the approval ofasy of our product candafsies, In previous commumications with the FIIA they had asked s 10 show that
hydropen peroxade was mot an active ingredient in our DAMTII0 product. Whils FIDA did ol reqaire us to test hydrogen peroside as a thind am im our cusmont
DMTI0 Phase 3 chinial program, they may ask for addmianal cvidonce 1o support our bebef that hydmogen peroxade is not an sctive mgrodient in our DMTI0
praduct. If we fail to convince the FIOA that hydmgen peroodile & not an active ingredient and merely a fhidizing agent, then we moy have to alter our clnical plans or
refiarmualate our product based on FOA feedback I we chase 1o seformualse our kead product candidme, DMT10, then we mury decide 1o redo our Phase 2 and Phase
Ystuidics, whach would be time consumng and expeasive and thene i no cortaily of success

We nuy expenence debrys m ongoing and fiture clabcal trak for our product candidates and do not kivow if fufire claical fnals, if amy, will begin on tne. need to be
redesigned, ensoll adequate number of patienis on t5me of be completed on schedule, if 2 all In addition, we, any parner with which we cumently o muy in the fubure
cullsborate, the FLIA, an [RB or oiher mpulatory authoritics, mchuding siate and local apencics and counterpan agencus = forcign countacs, may suspeond, delay,
requin: modifications to o lonmnate our clinkal iraks at amy tine, for vanous reasons, inchudng:

dk of safety or ity such as sevions or enepected teodcities or side effects or exposure to otherwise mnacceptable heakh riks,
epencned by study paticpants of other safty s,

lack of ¢lfectiverncss ol any peoduct candadate durmg clinical traks or the Gikine of our product candadates 1o meel specified endpomis;
sbowverthan d mates of subject I and limemt rates or mshidity mmﬂ.:ul’ﬁcimlnnnbcrnl’puhu in clinical traks resuhing fom

mumerous tors, nokadng the prevaknce of other conpanics” clinical sk for thew product candidates for the same mdication., or clmical naks for
mdacalsns for which pationts do not s cotmmonly sock realmend;

delays or difficulies in our clnical trals due o mes of other restnctons resuking fiom public heahlb ; wlermes, ard or pandemics.
wuch as (s COVIE- 19 pandemi;

difficulty m retaining subgects who have matited a chnical ral but moy withdmw at any time doe to adverse side effects from the therapy, msuflicien
efficacy, fasigoe with the clinical trial process or for any other reason;

difficulty in obtaming IRBappeoval for studics to be conductod s cach clindcal trial s#c;
delays i nun ulBctarng or ebtaining, or mabdlity to manafacture or obain, sufficient quantities of nwieriak farose in clinical triak
difficulty or imability te find a partner that will allow us to test thewr product for our BTSN progrm

msdoquscy ofor changes in oar mang B turing process or the product fmbstion or method of deffvery;
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. changes in lws, ioms and regulitory policies;

o delays or failare in reaching sgreement on accepaable tems in clinical wrial contrscis or protocols with prospective CROk, cBnical wial sites and other
thand-pany contescton;

= mability 1o add o sulficien murmbr of chinical tral sitei;

- 'y reganding peoper § ian and dosing:

. failure by ws, cur employees, our CROK or their enployees or other thind-panty comtracions 1o comply with 1 and applicable regulitory
Fequircmonts of to performibelr sorvices i a timely of aceeptable runnen

»  faikire by us, our enployees, our CROs or their employees or any partner with which we may callsborate or thew employees (o conply with applicable
FIM or oabser pegulatony requirements relating 1o the conduet of clinical tiak o the handBng, storsge, secorty and recordkecpmyg for daug and baskogic
prsdacts;

- hedulbng conflicts with parix g clnscizns and clmical mstitutions;

«  failare to design appropriate clnical mral protocob;
- muflckent data o suppon repwlitory approval;

- mabiliy or of modcal iny 1 follaw our clmical protocoli; or

»  difficulty in mintaining comtact with subjects during or afler treatment, which nuy resull in imcoemplete data.

In the case of our topical product candudates, we are seckng to delver sufficient concentrations of the acinve phanmceutical mgredient, or APL through the sk
Bamier to the largeted dermul tsswe fo schieve ihe micaded iherapesin offedt. As o resul. safty and cfficacy can be difficull to establish. The topacal rovie of
admmbteataon ey nvoboe new formalations and dosage foms. which can be difficult 1o develop and renufacin and my mie povel mgulstony Bsues and resalt
in development or review delays. For oanple, the AP for DMTI 0 & a milled spoage powder, and we are not aware of peevious FIM approvals of sponges as a
prescrplion drug.

Weof any partnet with which we may collsborate nuy sufler significant sethacks @ our clmical triak 5 malar 10 the experience of a e of other companics i the
pharmmcewtical and baatechnology mduisties, even alter pecemmg promsmg nesubs m earber k. In the event that wee or our polential pantnen: abandon or are
dchyedlllhsht!ldmrlnpnmn effoats rebied fo our product candadaics, we may not be sblke 10 excule on our business pln elfecively and our basiness,
finascial g revalts and vkl b bamned.

Charmzes i maethands af product comdid fimg e fixstoer mury resadd i il costs or deliy.

As prodec candidaies proceed through preclinecal studics to bic-stage <lmical tnals iowands p il appeoval and il s comwron ihal varouws
aspects of the developnuni program, such as mumuiscrunng methods and Formualtion, are skered along the way m an cffort 10 optomee processes and esahs, Such
changes camy the sk that they will net achieve these mtemded ohpectives. Any of these changes coall cause our product candidates to perform differently and
afliect the results of planned climical iriaks or oaher funere cBmical triaks conducted with 1he aherod matemb. Sach changes may alio require addational 1esting. FDA
miotification or FOM, spproval This could delay completion of clinical trinks, requine the conduct ofbndging clinical sk or the ropetition ofone or mone clinical sk

Approval may be delayed or denfed beoaase we e satisfie FIA S Chemadstry, Mamfecturing and Comtrol Requfromcnts.

Formubatson asd munufscturmg of drugs s another irponant step m development. Our ap Woms mast mchide aboul the chomsiry and physical
chumcteristics of our products, and we must demonsirste that we have a reliable process ﬁ:rm-ﬁ.:rumgllu:pmdm: iin commercil quantities in accordance with
FiAS curremt Cood Masufacronng Practices Mo(dF7) requirements, The manufscouring process must consbtemly prodisce quality batches of the produce, asd,
among other things, the munufaciens must develop eothods for testing the identity. stngth. quality, and punty of the linal product. In addion, appropsiats
packagng nusl be seketod and tested, and stabilty studics must be condicted 1o démpasinte the effectiveness of the packaging and that the conpoand docs nat
andengo unacceptahle deteriortion over s shell ife, IMwe are unable 1o successTully conplete say of these conphes steps, approval of our product candidabes may
be delayed or densed,
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Wquh—&kmwwﬂmlﬁnﬁaﬁnmm licabl The FDA
and finrvign regolatinry bodies have sabssantial d i the approval process, includi mmumhnhwgmuﬂa
mmm»mgwwwm b {y impact « fad for g revenne, o bicdmes and o
aperating relis

We cumently have po products approved for sake, and we muy never obtam regubsory approval 1o commencalke: any of our cumment o future product candidstes,
The rescarch, testmg. manafacturmg. safety surveilbsce, efficacy, quality control, reconlkecping. bibelng, packagng. stomge, approval, sale, murketng. distribution,
Epont, e, and meponimg of safery and acher postamrket informetion rehised 10 our drag prodects are subjeat 10 eensive regulation by the FIA and ather
regulatony autharties in the United States and in foreign cowntries, and such regulations differ from coumtry 1o country. Wi are not permitted 1o market any of our
cumrent product candidates m the Uneed Ststes untll we recenve spproval of a new dnsg apphcation, or NIDA, or other sppheable regulstory filing from the FDA. We
are also not permited w market any of owr cument product candsdses in any foregn cousinics until we or our panners receive the requisite approval from the
apphcable nepulitory authorities of such coantrcs,

To gain approval to market a new drug such as DMVTI0 or DMT40, the FOW and/or foreign regulbitory auibories mist receive, anong oiber things, preclinical and
clnical data that adequately demonsimte the safiety, pumy, potency, cificacy and conpliant munufscturning of the drug product Jor the ntended indication applied for

= an NDA, or ather applicable regulatory filmg. The devek and ap lof a product derved from a nataral source and sew drig products mvohees a long.,
epensive and uncertam process, and delay or Galare can occur o any slage. A number of companics n the phamuceutical and baaphanmacoatial indusiry have
suffered significam setbacks in nonclivical devek chnical traks, ing in Phase 3 chinacal devel wven after wsing resuks = carlicr preclinical

srudies of clinical tinks. These serbacks have been caused by, among other things, findings made while cBnical trials were underaay and safery or efficecy
obscrvations mude | chnkal triak. nohading peoviously usreponted adveme cvents. Sucecss i chnial ek docs not enswne that later chaacal trals will be
successful, or that norclnical studics will be successil The results of chnical tals by other partics nuy not be mdxcative of the results n triaks we of our partoers
may conduct, For cxrple, for DMTI, the results of our Phase 2a and Phase Th clinical triaks may not acouratcly predict resuhs of the ongoing Phase 3 clincal triaks
that have o lrger number of pateents, Nor will the hunun safety data collected from our Phase Ja and Phase b chnical tial peedict the outcome of our
phamueekmet pha,

The FIMA and forcign regulatory bodies have suhalantal discretion i the drug approval process, including the sbality 1o delay, fmit or deny appeoval of product
candulates for many reasons. The FIA or the appheable freign regulatory body muy:

. dimagree with the design of mpkventabon of one or mose clmical inak;

» oot deem s product candidate safe and effective for 85 proposed mdication, or moy deem a product candadute’s safety or other perceved ks 10
oupweigh s clnical of otber bemefits;

= nol fimd the data from prochngal studics and clmical rak sufliciconl 1o suppodt approval, of the resalis of cinical truk sy not mecl the kevel of
statmiscalor clmical significance reqaired by the FIA or the apphoable forcign regulstony bedy for approvat

- disagree with our mbopactation of data from precinical stodics or clmical ek performed by us or thind panties. or with the intapretation of any pasiner
with which we nwy collsbarste;

o deterine the data collected Fom clmical sk may mot be sufficant to suppon the subseision of aa NDA, or other appheable regulasory filing:

. roquine additinal procimical studies or chnacal ks




Linbibe of Cowigits
. denlily deficencies in the Mmuladon, qualiy condmol, labeling or specilicalions of oar current or fslene prodisl candidaies;
- reguire clinicsl trisk in podutne patients & onder 1o cstshlsh pharmucolasstics or safety forthis more drug-sensiive Pnpnh!im;
- gram approval contingenl en ihe perfommnes of cosily additional post-approval clnsal inals;

- apfireve auf cutront of sy future product candsdates For 2 niors lmibed mdwcation of 8 narewer pationt population than we anginally requcsed o with
strong wammgs thal may affect mudetabdity;

. et approve the lbeling that we believe is necessary o desimble {or the success il conmercialzation of our prodect candidates;
- mol spprove of e mimlsctunng procesics, controb of (ciltees of thind-party mansfacturces of testing bibs with which we contesct:
. consider our prodects a device matcad of a drug requirmg a dilforent approval process: and munufscturng needs:

= consider one of viar products o combmalion product metead of 2 smgulir drug megquanng additonal cinkal nals or memasod pumbsr of patwnls per
study. or

- change s approval policees oradopt new regulstons in a reaner enderng our chnacal data o repulatory filings mauificsent for appeoval

There have becm only three prodacts appeoved by the FDA under the botanscal guiidasce. Fach of these products” active mgnodiont was domeed Sonithe edract of a
planiis). Fusther, neiber of the products were approved for the ndication of acoc velgars. Whie fresbwater sponges, such as Spowgilia, are technically anamls,
FIMA s allowed us to reference the bolanical guidance for o materal qualey contral relating 1o the manulacturng of the drug produst, We do not keow bow any
ather regulatory wathonty will teat DAMTIG far ther approval process. I addition, the FDA or other regulatory authantics may change their poboics, msue
additional regalations or revise existing regulitions or take other sctions, which may prevent or deliy approval of our fusure prodiscts under development on a timely
basis. Such polbicy or regulstory changes could amposc sdditional requiscnents npon us that could delay our ability to obtsin approvaks, moresse the costs of
conplence or fes ot ous shilty (o realan sny madzting suthoriatons we nwy have obtsined.

Any delay, Instation or denal m any apphcable regulstory approval for any of eur product candidates woukd delay or adversely mpact conmencakmtion of sur
product candidates and woukl b our business, fmancial condition, eperting nesukis and prospects.

We have bnthated owr firs Phase 3 cfinioal trials for DMT3 10 and wey be unable to ssccexyfialy conplere i or any fuure clintoal trials

The condiict of a Phase 3 clindal program & a complcated process, Athough mesbers of cur mnagement leam have condadted Phase 3 chmical rials in the past
whiile conployed ai olher companics, we as a company have pot comducied a Phase 3 clinical iriad before, and as 2 resull wary requise more time and ncur greaies cosis
than we anixipate. Fathire 1o mohube the comet L!enml:c-gmtmlﬁe wdrhrtn our Phase 3 clinical tnabs, could prevent us flemor delay us n copmescng
future clincal trak for DAMTIHL obtammg repulatory approval of and it product dates, whch weuld advenschy impact our finescial
perfomunce. In addition, some of our competitars are cumrently conducing chnical ek for product candudates that treat the same mdications as DAMTING, and
patients who are otherwise cligible forour clnical triaks may imstead enmll in clincal trisks of our competiton” prodact candidates.
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Tatieni enmoliment is alfecied by other Betors mcluding:
. the severity of the drcase under mvestigation:
- tha chgisility crtenia for the stady m queston;
s the porceived risks and benefes of the product candidate ander study;
» the effowts. 1o facilitate By cnmlinent i clinical iraks;
= the pasient referms] practices of physwmns;
. Be ability to monor patients sdequately during and afler treatment;
- the provinsty and avadababity of chnical rial sies Iof prospoctive patients. and

. factoms we may not be abile 1o control, such as poteniial pendcmscs that may bet subpects. prncpal mvestigatons ar stafl os clmical sec svailshilay (c.g.
the satheeak of COVID: 191

We expect that we will rely an e parries to avds i conducting olindoal rials for anr deg candidares, [f s thivdd parties do pof ssceesfidly corry om

their comractuel duties or meet expected deadlines, we may ot be able o obisin Ty app e o e g |
Bussivneos wouldl be suabstmntiolly Saesscad.
We expoct to emter o agreements with thind-pany CROM (0 assnl us = conducimg and our clmical i i wieh clmcal sges 1o

perion our chinical studics. Wi plan to mly on these parics for exooution of chnacal studics for oar dnag carclidaind nﬂwﬂmlmloﬂl}-mnpcru of
conducting the chnical studies. Mevertheless, we will be responaible for ensunng that cach of our studies & conduscted m sccondance with the spphicable protogol,
legal, regulstory, and seientific standands, and our relance on CROs snd clinical sites will not reSieve us of our regulstory responsilities, We and our CROs will be
mh:dm comply with c0CTs, which are pgulitions and guidelings enfonced by the FDA, the Competent Authonties of the Membor States of the Foropoan

Anca and comp Forcign fegs authortics for any prodiscts in chinkcal developrmend. The FDA enfosocs these oCF regulstsans through pomodic
mspeciians of inal sponsors., prncipal nvesigaion, and inal sies. 11 we orowr CROs fail (o comply with applicable (P, the chnical daia generaied m our chimical
traks muy be doceed unechable and the FDA or compamble Foncgpn negulitory suthosties nuy requine us to perfoem additional chnical traks before approvimg vur
markiting appleations. We cannol assisme you that, upon nspection, the FIM will determne that amy ol our clmieal trials comply with ¢GOS, In addation, our clinsal
triaks st be conducted with products produced under cOMP regulations and will requine a lange nander of test subpeets. Ouar Giure or the Gaikare of our CROs ar
chnical sites to comply with these regulstions may require us 1o repeat chnical nals, which woald dcley the regulstory approval process and could also subject us 1o
enfargement sction up 1o and mchiding civil and crmnal penaliics,

Alboiagh we miend to design the clmical trak for our drig candilates in consifation with (RO, we expest that the CROs will manage and assist s with the clnical
traks conducted al contmcted clinical sites. As a resull, many iportant nwﬂ: of our drug development prograns 'l-wldbc outside of pur diecet control. In

addition, the CROs and clinical sies may not perfammall of their ohlbgal wth s oo i ol with q Wibe CROs ar
chnical sitcs do not perform chnecal tals n 2 satisfactory manner, o lhhq- breach ther ohigations o us or fxl o mnﬂy wh regulstory Togaircments, the
dev and commercializmtion of our dnig candidates Sor the subject mdications may be debiyed or our devebspment programmuteriny and imeversibly harmed.

Wi cannot control the smount and timing of resources these CROs and clines] sites will devote 1o our progrim or our drug candidates. IMwe ane unshle to rely on
elindeal dats collocted by our CROs, we coubd b raguired 1o repeat, exdend the dumtion of, o mercase the siae of our chmical triak, which could significantly delay
conmcrcalstion and roquin sigsilcantly groaler expendiuscs.

Ifamy of vur relabxons hips with (bese thind pary CROs or clnical sibes tesminate. we nuy not be ahle io enter mio aragements with altemative CROs or clinical s fes
I (ROs do mot sucoessfully carry ow their contractual duties o obhgations or meel expectod deadines, ifthey need 1o be replaced or i 1he quality o accamcy ofthe
chinical datn they obtain is conproemized due 1o the B o adbone 1o our dimical protocoks, regulatary requircnnts of for other reasons., any sich clinical irksk my
be etended, delayed or termanated, and we may not be able o obtam regulatory approval for or successfully conrmercishiae sur dnag candidates. As 5 resull, our
financisl results and the commercil prospects for our drug candadstes would be Banmed, our costs could morease sad our shility 1o gemerate reverme coukd be
debiyed

lmfﬂfafw::!wﬁmﬂ;wwﬂ-lpﬁimmmmhqﬂhthﬂmqmd
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The commercial success of any of cur curent or fture product candidates, il approved, will depend significantly on the broad adopton and wse ol the resulting
product by physiclans, patients and payors for approved indications, and may not be commercially sucesssful The degree and rate of adopson of cur cument ar
future product candadates, if approved, will depend on a aumber of Bcton, mchding:

- the clinical indications for which the product i spproved and patient demand for approved products that treat these sdications;

- the effectnvencss of our product as compared 1o other availible therapies;

- the availability of coverage anid adeg, e o ed care plans and o1her healtheare pavoss for any of our product candadates that
Eay be approved:

" lhr_eell el meatnesi weh our preduct candidaies = nelation io siemaiive ircaiments and willmgness te pay lor the product, d approved. o ibe pan af
paiknis;

- acceptance by physicians, mojor operaton of climics and patients of the product as 2 safe snd effective treatrment;

" physwun and paticsl willmgness to adopl o new ihempy. ingluding For DMTH0, 3 sponge prodact, over olher availuble therapies 1o treal approved
mdations:

- patienis” poreeption of 3 product derved froma freshwater sponge as one forwhich will provide medical trestmens;

. overcomng any bixses physicins or pathents muy have towand pantsulr thempies for the treatment of approved mdicatons;
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. proper imming and stration of sur product candadates by physicians and medscal stail

- patient ssisfiction with rhe resuhs and sdministration of our product candsdstes snd overall Semce

- ibcl*wnuofpuundl to pary for certam of our product candadates reltive to other discretionary e, especially dumng coonomcally challengmg
Himes;

»  the revense and profshdsty that our product candidue muy offer s physicion as compared w shemative thempaes;
» the prevalence and seventy of amy shle effecis of cur product candsdates;

- Emitlations of wamings comlaingd in the FDA-approvied lbelng for our product candidates;

. any FDA requirement to underiake a rek cvakiation and milagatson sirategy. or REMS;

- the effectivencss of oor saks, marketmg and distrbution cffors;

v curshility lo mmtain sofficient quaniitics of supply to mect demand:

- mdverse pubbiciy about car produoct candadates or favorable publicity about competitive products; and

- potentisl product by cleims.

If sny of oue cumeant of Rituse product candidates are approved for use bt (il 1o achieve the broad degese of physwian and paticnt adoption ncccssay e
conmerosd suceesa. our eperating results and financial condition will be advencly affected. which muy delay. prevent or lamit our ability 1o pencrale revonue and
cuntinise our basmess.

We frend 1o seek NCE exeludvity for DMTI10 and fiatwre product ot v gy B exfial fi me ol evefusdviny,

As pant of our basmess stetepy, we miend 1o sock new chomscal entity, or NOLE exchisivaty for DMTH0 or future product candadates. bn the Unged States. a
pharmmucentical numulbctarer may obtain five years of non-paten] exchasivity upon NDA appaoval of an NCE which & a drag that contains an active modety that has
not been approved by the FIMA in any oiber NI, An “sciive moiety™ is defined s 1he mokeule or ion responsible for the dnug substance’s physiological or
phammucelogic sction, Durmg ke fve-year exclusivity period, the FIDA cannot aceopt for fng any ANDA secling approval of a gesene verion of thal drag of any
S05BN) NDA for the same active moscty and Lhat rebes on the FIDAS findings regandng that dneg, cxcept that FDA muy accepl an apphcalion for filing afler fowr
years if the follow-on pcant mmkes a w This exchesnvily period miy be extended by an addtional stomonths o certam requmenens are mel
o qualify the product For pediatric exclusivity, including the reveipt of 2 wiiten request from the FIMA that we conduct certain pediatric stusdics, the submission of
study reports from sach stsdaes 1o the FIM after reccipt of the witien roquest and sstsBction of the conditions speoeificd in the witten roquest. Wi believe thay
DT constitstes an NOE and shoukd be cligible for NOF exchisnvity. However, we nuy be snable to successfully obtam such exchusiviey, and i any of oar
conpetrors abtains FIDA approval of an NDA for a similar drug product before we do, they, and rot us, mary be eligible for NCE exclmnty. I we do mot obtam NCE
exchasivity for DMTII0, or of & corpetilor obasins NOE exclusivity for o similr produc Before we subm and receive approval of an NDA for DMTSI0, our abaiy 1o
conmmencs saks and generte revenue woukl be advercly affected
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hur prodiact condidates, if approved, will face sSgnificant competition and our failfure i offectively compeie may prevend i from achieving dgmificant menket

penetrmiion.

'Ihc ph-meulnﬂ-dnln s chamcteried hy mpidly ad\-lm’ heok micnse o wom and a strong enphasis on developng proprictary thempeulics.
T - peneri dnag L and acaderie and rescarch msiutions are engaged in

|Mdenhpmanl patenting, manufacturing and rs-‘m-] af health \wpmdu:umﬂpnhm with those that we are develaping. including bat not lmfted 1o VINE

Therapeutics, Cassopea, Celdenm, Sun Pharmeceuticaks Lid |, Sal-{el Arwts erapeutics, Arena P i Amgen, AbbVie, Brstol Meyers Squib, Lilky,

Mestle, P, and others, Many of our conpetitons have grester fmancial resources, murketing capabiities, sales forces, munufactering capabalitics, rescarch and
development capabilitics, clnical tral expertioe, inbeBectual propeny portfobios, expoticnes m oblaming pateats aml regulalory approvals for produc candsdates snd
other fesorces than s, Some of the comrpanscs that offer compsting produsts alio have a broad range of other prodisct offerngs, binge dinest sk forocs and bong-
fenm customer relations hips with owr tangel physicians, which could mhibi our nurket penetmation effortz, In addition. certain of our prodisct candidates, d appreved,
may compete with other de fogical products, ecladi £h i fior o share of sone patients” decetionary bedgets and for physcans®
artemtzan within their chrical praciees.

W apticipate that, if we obtam regulitory appeoval of our product canidid. we will face signa © ition from other approved thempies. Wapproved, our
produoct candidses muy ale compese with unregulated, unapproved, off-abel, and over the counter treatnemts . Cenuin of owr prodoct candidstes, i approved, will
present movel therapoutic approsches for the approved indicstions and will have to compete with exnteg therapics, some of which sre widcly known and secepted
by physicuns and paticents. To compete successfully i this market, we will have to demonstrate that the relaitree cost, safety and efficacy of ous approved products,
o amy, provide an sttracinee alomalive o castng and other new thempics. Such competition could kead to educed market share for sur product candidates and
contribute fo downwand pressure o the pricing of our product candidates, which coulkd harm cur business, fmancial comdition, opemting results and peospects. For
e infoavation about the conpetition we face, see “Busmess — Conpetiton.”

Dize 1o kess stringent segubsiory requirements = cenain foreign countrics, there sre nuay more denmatological produscts and procedures avadable for use m those
ternations] markets thas ane approved Tor ise in the United States. In comain miemational markets, there a0 alio fewer lmilations on the clais that our competiton
cant ke about e ¢ffectveness of ther products snd the manner 0 which they can kot them A 3 pesult, e expect 1 Gl moge competiion o thess midets
than m the Unibed Seates,

Wee expect to face peneric or deslar iype of prodict competition for our prodict condidates, wiich comld adversely affect owur b, financial condition,
operaring revults and pragpecrs.

l.hn the eapiration or ks of any pateal protecton lor any of cur product candidates that are approved, or upoa the “at-mk™ lianch, despite pendng patent

mirngeneni Wigation agamst the genen: prodisct or s equivalent, by a generic competitor of a genenc version of any of oar product candsdates that are approved,
which may be zold at significantly kwer prices than our approved product camdidates, we could lose @ significant portion of sales of that prodact = a shoet period of
tim, which would sdversely affect our basiness, financial conditi perating resuhs and prosp

It is unknown how the FDA or any rogulatory authorty will vicw an attesipted genone veron of DWVITI0 becanse # 1 demeed froma natiral muteral that refors 10
prmciphes of the botanical gusdance. There are no cumenily approved genenc versions of a natural produsct on the murket and no FDA guidelmes on the approval
process for @ generic version of & nataml product. Theeclore, # & usknown how difficult @ will be for a generic version of a naturs] product to be approved for
conrencad sale in the Uniied Saates. B s usclkar whither the FIA will vicw Spongifia lacaric o a sislar sponge spocics 1hat = hanvesiod foma diffirent kcation
than DAIT3 0 mw mutcrial s harvested as dontcal to DVTI0 rw material and therofore could Sallow the generic pathwary 1o approval.
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Amy product candidates thal we conwmercialize, ov el any parimer with wivich we sy collabarste commercializes, will be subject fo ongoing and continmed
reguliatony review:

Fven after we or our patners achieve LS. regulatory approval for a product candidate, il any, we or owr pariners will be suhpecl io comtmued regulaiory review and
conplance chigations. For oampk., with respect 1o wrm-dm candadates, the FIDA my wvposc significant restrictions. on the approved mdicated uses for which
the prodisct may be madketed or on the comd afap LA proshsct candilate’s approval may contam requinmunts far potentially costly post-approval studics
and survellmce, mchiding Phase 4 chnical tnak ora I.Ed!i,!u munitar the safety and efficacy of the product. We will ako be subgect 1o ongong m\nbh-luu
and continued regulitony sevaew with respedt o, amoag othier things, the munafacturing, processing, lahcling, packsging, ion, sdverse event
stoeage, adveniing, promotion snd mcordiceping for our product candidates, These L nchade subimssaons of sakety and olhar posi-maketng
and Fopoits, rog wxh, 33 well g L ph wilh cOMP 4 .mmlklmspuchﬂmw of (IO, of gposied agricilural
and collections practices, or GACT, requirements and good hbomdory prcice, o (LF, which are enfirced by the FIMA for
all of our prodbect candidates in clinical and precimacal development, and for any clnical mials hai we MPNIWIL To the edeni that a product candidaie
8 approved for sake in other countrcs we may be subseet 1o simlar restrictions and roquiremonts sposed by bwa and po puk i thess

¢ wee, our partners, oar product candidates or the nunufacturmg fcilities Sor our product candidates il to comply with applicable egulatory noquienents, &
regulstony sgency may:

- Erpose resincions on the nurdkctng or mmaufactunng of the produst, suspend o wiibdorw product approvals of pevoke necessary boenses:

- rmandste podifications to promotional meteral or require us to provide comective & o heal

= PESJUINE WS OF our padren te enber mio a consenl decree, which cam molade mmposdion of vanous fines, rearbiersemenis for mspeciion cosis, requined
due dases. for speeific actions and perakies for ponconplance:

" msue warmmng ketters, show cause natices orumtitked ketiers deserbing alleged violatons, which may be poblicly avadable;

. e crimmal ivestigations and

- ETPOSC MARCIGNS, SUSPORE 0N OF revocations of necessary approvils or other boenses;

. wpase other civil or crimmal penaltics:

o suspend any ongomg chnsal tnak;

. delay of refusc o approve poading apphoatvas of supplenents to approved appheations filed by us of sur podential parner.;

- refiase to pormit drags of precumor chemicali 1o be mpored or exported ta or from the United States;

»  suspend orimposc restnictions. on operations, mchuding costly new mumufscruning requircments; or

" sei of detam products or reguine ws or our parnes o mamie a peoduct ecall.
The regulations, policies o guadsmece of the FDA and oiber sppleable govemment agencies suy change and new or sddiional ststutes o government regulations
iy b ensctod 1hat could provent or debiy mogulatory approval of our product candidates of funther fesinet of regulate post-spproval activities. We cannot predicy
the liklihood, nakuse of exent of adverse govemment fegalution thal muy arise from futune kgisltion of administrative action, cibal i the Unibod States of abroad,

¥ we arc not abde to achieve and maintain regulsiony complunce, we muy nol be penmitied to market owr prodect candid nhvich woukd ady by aiffect owr abilay
o gencete revens and achicye or maintain profiabiliy,
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Wee may i the fusture conduct clinical frials for anre product candidaies otside the United Saies and the FIM and applicable foretgn regadaiory asthorities may
ol ancoepd data fromeswch irials

We may in ihe fature choose bo conduct one or more of our clmical rials owtsade ibe United States, mebsdmg m Canada, Furope and South Amenca. Akhough ibe
FIDA or applicable forcgen segulsiony suthority nay scoopt data fromclinical ik conducted outside the United Seates or the applicable jusisdiction, sceeptance of
such seudy data by the FDA or spplcable farggn regubstary suthority may be subgect to centam conditions. Where data from fareggn clmical triab are mtended 10
serve as the bass for mucketng approval i the Unated Seates, thie FDA will nat approve the apphication on the basis ut'lnmll.l.llhm:unlﬂltboudﬂlm
applcable 1w the 1S, populstion end 1S, medical practice; the studics were perfommed by clinical Evestignions of d ond the data are
consuderod vabd withoul the need for an os-site mapoction by the FDA o if the FDA consxden such an sepectaon 1o be peceisany, the HZM is #hle to validsie the
dana through an on-site InSpoction of other appropeiats means, Many Torogn rogulitory bodics have similar requircrants. Tn addition, such Toreign studees would be
suhgect fo the appheable bocal lias of the foreign jarsdictions where ike studies are conducted. There can be po assurance the FOA or apphcable foregn regulitory
mibocity will sccept data from trisks conducted outside of the United Stales or the appicabls msdiction. B the FIM, or appicable foreign regulstory authonty does
not accept such data, @ would likely esuh in the pood for adddional b, which would be costly and time-comuming and delay aspects ol our buamess pln.

Or prveliact condisdates may canuse wdesivable side effects or have other wmexpected properties that coutd delay ar prevent their regudatory approvad, limit ohe
mﬂ;ﬁgﬂhg’m-ﬁnﬂfd&ﬁ-—#hﬁwﬂwm

Unforescen side effects from any of our product candidates could arse cither during clinical dﬂthﬂﬂwlui'm‘ﬂd. lﬂcrlhve aw-w«i product has been
morketed. Undesimable side effects caused by product candidsies could cause us, any parmers with which we may o ies 1o intempt,
modify, delay or hall clmical trals and coukd fosult in & mor reoncive libel or the delay or denial of repgulatary lﬁwnﬂbylk I‘T.Mnn'mpm'bkw
authontics, Results of clnical trak could reveal a high and unaccoptable seventy and provalenee of sade effects. In such an ovent, tmals could be suspended or

d end the FDA or forogn s could order s, or our potontial parteers, to cease further develapment of or dony approval of
product candalates for amy or all targeted ndications. 'I'hrdrqp-m s*rﬁdsmuﬁctwmmﬂmeﬁhmﬂmﬂwmrslamﬁ
erial o nesmll m product labibiey clims. Any of these socumences nuy hamour basiness, fnascial cond: i Festils and p

Additsenalby, if we or others identify undesimble side offects, or other previcasly unknown problens, caused by car product candidates afler obtaming LS, or
Toecign regulatory approval of other products with the same or related active ingrods anurber ofp ully nepativg q coubd resulk, imchiding:

- Iy ik Ty Wil thew approval of ke prodact;

- regulatory awthonities wuy requere & recall of the product or we or sur potential paneers may voluntanly rocall s product;

N regulatory authostics may require the sddition of wamings o costmindications m the prodact bibsling. narowng of the indication in the product bk
o fickd alerts to physicans and pharmccs:

- ey be requised to crvate s medication guide owtining the ks ofsuch side efects for distribution to patients or imstitute o REMS;
. we ey have lmtations on how we prosmode the product;

- e ey b pequined 1o chamge the way the product s sdminstened o modify the product i some other way; the FIR or sppleable forvign regulatory
oy oy roguin additional ¢ nacal inals or costly post-marketing |esting and susvallancs o roaller the salety of cfficacy of the product;

- the FIM or spplicable foreign regulatory authonty moy requare additional clinical trals or cosily post-murketiing testing and surveilance io momitor ihe
safkty orellcacy of the product

- sakes ofthe prodect ey decrease significanly;
" we could be swed and held Eable For harm caus ed io patients; and

- eur hrand and repumation moy suffer.
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Any of the above events nesuling from undes muble sade elfects or other prevaously unkmown problems coukd prevent us or our pelential parimers fomachicyving or
maindaining rarket scoeptance of ihe alfected product candidate and could substantially increass the costs of commrcislizng our product candidates,

Wi mury firce prodioct Babiltty expesure, and {f suocceogl claine are bromght agatmd i, we oy incore sabsarital ability if o imanoce covernge for these
cladm [ iraadeute,

We face an mherent risk of product labilty as a resnukt of the chnical testing of cur padisct candidates and will face an even greater rsk if we commercialor any
products, This risk exsts even il a product & approved for conemercial sake by the FDA and manufctured in fcilitics Scensed and regulaced by the FDW or an
appheable foregn repulitory suthority, Our products and product candalates are designed 1o alfect importsat bodily Functions and procosses. Any side effects,
mandifacturing Jefodls, msiass o ahuss assocuatid wath our product candadates coukd resull in mgary b o paticnt o evien dieath. W cannot offer any asserance that
we will not Bace product lahility suis n ihe futuze, nor can we assane you that ear msurance coverage will be suflicient to cover par Eabiliry under any such cases.

In addition, a habiley chimimy be brought aganst us even il our product comladates mercly appear 1o have coused an mjury. Product hability el may be brought
agamnsl us by consumees, health care providens, phanmscsatical companics or sthars seling or slhorse comng nto contact with cur product candadates, among
athers. Ifwe canmot suceessfully defond oursebies againast product labhdity ¢lains we will incur al liwhilits and iomal harm In sddition, regandiess of
merit of eventusl outcome, product lability chivs may resul in:

- wathdrawal of chnical tral parixcipanits:
- tormination of clinical erial sites or entine trial programs;
. mabilily 1o gain regulstory approval of owr pro<isct candicates;

= the mability 1o il our peoduct candad.

- decreased demand for our product casdalates:
- wrparal of ouf bas nees ropatation;
o produc recallon withdrawal fromihe market or bcling, marketing or promotional resirictions ;.

- substantal costs of any rebied Bigation or sombar dsputes;

- of s snd other resources. from our promary business;

" substantial monctany awands to patients or other chimmnts againat us that may pot be covered by msumnce, or

- Rais of revenue,
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We curently mumtain product Babdity msumnce coverage, which ruy ned be sufllicient 1o cover all of owr product fishility relsted expenies or bsses and my nod
cover us for any espenses or ksses we may suffee. Morcoves, nsumnce covenge b bovoning increasimgly expensive, and, in ihe foture, we may not be able o
MRintain meurance coverags at a reasonablk cost, n aaflicient smounts of upon adeguals e W0 protect us agamst bascs due to product habilty. We will need 1o
morease our product Eahdey coverage if any of our product candidates recerve regulstony approval, which will be costly, and we may be unsble to obtam this
moreased product labilty msursnce on commencally reasonable tems, or @ sl A successful product lshility claem or serics of chins brought against us could
couse our stock price to decling amd, if judgments exeed oer insurence coversge, could decrease oar cash and coubd harms our business, frsecial condition,
opeEaiEg Reslls and prospodts,

if any af owr product are  firy smarketingg ard we are finund o have improperly promied effdabel wes, or if plysiciarns misee our prodics
-uru-pmhmsﬂnw w—rbrw-"-&wwmm* sale or warnketing of our products, produce Rability claims and sigrificant fines,
dirars, o eviar b sl

The FI3A snd other regulatory agencies strictly regulate the murketing and promotional clais. thst sre mude shout drug and biolgic products. In particular, &
product nay nist he proeoted for wses of mdications that are not approved by the FIA or such other regulitony agencies a5 reflected i the product’s approved
Tabselmg anid companative safety of elficacy clawns canmot be fade waithout direal comparative clinical data, 15 we are found 1o have promiled off-kabel sees of amy of
our product candidates, we nuy fecetve waming of uniiibed kefiens and bocome subject (o significant babdiy, which would matenally hamsoor busmess, Boih fedenl
andl state gevernments have levied luge onal and crmnal fines sgainst s for alleged and have enpmed seveml companies from
cnpagmp in ofl-lsbel promotion. INwe bevomne the taget of such an mvatgation or prosccution based an our rusketing s prosmoional practices. we could lace
simbar samctions, which would materially hamm owr basiness. In adilition, manageoment’s astention could be diverted from oxr business opeestions, sggnificant kegal
expenses could be meurred and our brand and repetation could be damaged. The FDA has sko requested that companies enter into consent decrees or permanent
mjunctions under which specified promotional conduct is changed or curtaded. i we ane deemed by the FIIA 1o have engaged m the promotion of our products for
off-label use, we coubd be subioct to FDA regulatory or cnforccment action, mckiding the musnce of en untithed letice a waming ketice mpanction, sctmre, civil fine
of crimmal peraltics, [t 1 alio passibl that cthor foderal, state of forcign enforcement authontics might 1ake action i they comskder our busmeis acnits constilule
promution of an ofFlabe| use. nhthhi resull in sgnificast pmlhs mchudmg cnnmal, civillor adminisiratve penalies. danuges, fees, disporgenent, exlesion
naney ngo P and ihe or ring of our operations

We cannot, hawever, prevent a physician fromusing cur product candidales outside of those mdications for use when m the physcin’s mdopendent professional
medical pedgment be or she deors approprate. Physicians may abo msuse our product candidates or use smproper technigues, potentially keading 1o advene
results, side effects or iy, which nay kad to prodect lsbifity chims, If our produet candidates are misused or used with inproper technigue, we may become
sushpoct 1o costly eigation by physicians of their pationts, Famhermode, the e of oar product candidan o mndacations other than thost cheared by the FDA may
mod clfectredy treal such <ondix whach could b i among pliysicians and patints.

Wy clwrosee md fiv corfimee i ar arary f aviar pravlivet cavalidares af ary B durivgy development or affer approval, wiiich would
reduce or eliminate our potentiol return o imvestoent for those product candidites.

Al any time, we nmy decde to discontmue the developmont of any of owr product candidates or pot to comtmue commencaliang ooe of mare of our approved

product candalstes. for a varety of reasons, mehiding the appaarance of new technologies that make our product absakete, competition from a competmg prodiact ar

changes i or Gilure 1o conply with regulstary L Irwe a program in which we have mvested significant resowrees, we will not receive
any Fetum on our nvestment nd we will have mised 1he opponunay o have allocated tbose tap By e paody s,
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For eaple, on Devember 5, 022 we anneunced toplne resulis fom our Phase 2 trial ol ence-weekly topical apphcation of DAT30 for the treaiment of moderaie-
fesevere meacea. Whik ihe data was supporiive of DMTIH0 as a treaiment for inflanmmaiory skin discases, the msacea siudy did pot meci s primary. endpoinis,
Based on the foregomy. we deckded not 1o devate any funher financial reounes 1o developnent of the ndication for DMT30, and we detcmmned Bob 1o parsisc
further dev effons g this for DMTI L

e

We e owr corent and prospective paniners may be subject to prodict recalls i the fitwre thar cowld havm our brand and reputation and comld segatively affect
Burinesy

W of our carrent and prospoctive patnicrs may be subjodt to product recalls, withdrwak of sciures i'mrol’wpmhm.cwidnh.vh’wmd fiot prarketing, fail
o et spocifications of ane belicved to canse ey of lincss or if we are aleged 1o have vialstod goy p those related 1o the
manufacture, hbelmg. | o, sale of . Amy recall, withdn mmnh&:ﬁ“:mﬂﬂnﬁhﬂﬂm:&#ﬁﬂmﬂmmmhw
brands and lead to decreased demmnd for our spproved produacts. hnﬂmn.nnﬂllﬂﬂhﬂmsmalmra[wqwedmnmldmn
significast management sliontion, woukd lcly msuh in sub | and capenidi and would hams sur busmess. fnancal condition and opemtmg
resulls

If we or any partsers with wivch we mry collaborate are unable to achieve and rage and adequrte levels of S anty of e prodct
umﬁnﬂiwmﬂwmw-niwwmm“—rnﬂhm iheir commmercial swocess may be severely Mndered,

For any of our product candidstes that become availshie onky by prescription, successful sakes hymwhywmmuh-hnﬁwmwmumndm
the avaibbilty of covempe and adoquate errburscment Bom thed-pany pavors. Patkmts who arc proicrbs Bar the of their cand

rehy on Ihlld-pclt)’ pq.mlnmnb-:n all or part of the costs assocwied with Ilw!pmcrwlmdm'.l The avadabiity of coverage and adequate resrbursement from
such as Medicare and Medicad, ard private thind-panty payors i ontical to new praduct scceplance. Coverage decions miry
u!qundWci:mlud.wmsundmls|Mduﬁ\aa¢wmmMmuubhshdorhlumﬂlhmdﬂlhmﬂw“mamnlmoz
subsequently bocome avallable. If any of our predisct candilates do ot demonstrate atactive officacy profiles, they muy mot qualify for coverage and
reimbunsement. Fvon if we obdsin coverage for a given product, the resulimg remshurs croont payvient mscs naght not be sdequate or noy require co-payments. that
paticnis find unscceptably high, Patients are unBkely to use our produces unless coverage & provided and reimberscment is sdeguate 16 cover a significant pontion
ol the cost of oar prodects,

In addation, the market for our product e ‘will depend on access o (hind-pay payon” ﬁngfnmuhlls or lsis of medcations for which thinl-

paity payors provide coverage and reimchursenent, The ndusiny conpelition lo be mcluded B such L oflen leads 10 pacing an
pharmuccutcal companics. Ao, thied-pany payors muy refusc 1o mchide a panixulr branded doug m ther fomulancs o otharwie reiinct pationt access 1o 8
branded drug when a less costly penenc eqaivalent or other alematnve & available.

Further, thind-pany payors, whether foreign or & o o ial, sre developing increasingly sophisticsied methods of contmolling heshbcare

cunts, bn sddition, in the Uniged Statcs, albough prvate lm-pum' M:Wﬂ wend 1o fallow Medicase, no unifonm policy of coverage and resxbuncment for drag

products ousts among thind-party payors. Thenofore, coverage and rarbursement for dnsg products can differ significantly from payor 1o payor As a rosult, the

coverage defenmmation process is often a lmme=conseming and cosily process that will requare us to provade scentsfic and clmical suppont for the use of oar product
dudates to cach payar By, with na that e and mil reinbussenment will be obtamed,

Further, we believe that fistare coveruge and rosbarsement will Bkely be subpoct 1o ineressed restnctions bath in the United States and m ntermational markets
Third-party coverage and rembursement for any of our product candidates for which we moy rene regulatory wmnlnl)- nit be avadable or sdequate in either
the Unitod States or milemational markets. which could hamsous basiness, financisl condits g resuls and prog
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Hlealthcare legisdative or regmlatory refivm meeswees, indudig povernmend resriciions on pricing sl reimburcmend, may lave o negaiive impaci on owr
Barsizecs o resalts of eperatinm

In thee United States and some foreign urisdictions. there have beon, and continue to be, several kgishtive and regulitory changes and proposcd changes egandng
the healtheare system that could prevent or delsy mrasketmg spproval of product candidates, restrict o egulsie post approval actvitees, and affect our ability 10
prafably sell any product candidated far which we abeain marketimg approval

Among pobicy makers and payors s ibe United States snd clsewhere, there i sgnificamt mierest in promotmg changes o heahboare systems with the siaied goab of
containing healthcars costs, improving quality and'or expanding acvess. [n the United States, the phasmaceutical industsy has been a particular focus of these ¢ flfons
and has boen significantly affectd by mapr kgilative initiatives. For cample, i the United Statcd, tha Pationt Protection and Affosdablke Care Act of 2000, of the
ACA, substantially changed ibe way beakh care & financed by both govemmental assd private msurers and sgmificantly affects the phammcewtical industry. Many
pravisions of the ACA ivpact the ba utical industry, inchuding that in onder for o hiopharmuceutical product to neceive foderl resrbunement under the
Medicare Pant B asd Medicad progmirs or 10 be sold dimcetly to U5 govemmenl apencacs, the menufctarce must cxlend ducounis 1o ontities chgible so panicipate
m the dnag pricng program ander the Pobbe Healh Servces Act, or PHS, Since s enactmeni, there have beon udicial and Congressaenal chalkenpes and
amendmnts 1o conain aspects of the ACA. There s continaed uncentainty shout the implemontation of the ACA, inchsding the potential for farther anenidments to
the ACA and legal challenges to oreffors to repeal the ACA.

Addixnally, there has been heightened governmental scrutiny i the United States of phamuceutcal pocing practioes in bght of the mimg cost of proscrpton
drags and baologics, On Seplewber 3, 2001, the Bafon Admmisintion pubhzhed a wide-mmgmg list of pelicy proposaks, mest of which would need 1o be camicd oul
by Congress, 1o redwce drag poices and drug payment. mmmwol&dhw Human Services H.Il&']p'hl includes, anong other mfom
measures, propasals o kiwer presciption diag prces, including by allowing A 1o g prices and dis vismg prce and 1o suppon market
changes that stengthen supply chams, promote bosemlas and generie dnogs, and morease prce transpasency. 'H:Be miutives recontly culminated m the
enactment of the Inflion Reduction Act (the “IRA") in August 2002, which will ameng other things. allow the HHS to negotute the sclling price of cortaim dngs
anil bhakogics that the Cemters for Midicare & Medicasd Services MOMS") reevbueses under Medicare Pan B and Pan D, abbough only high-opendaune sinpgle-
souroe drugs that have been approved for af beast T years {1 years for biokgcs ) can be sebected by O3S fof pegotiation, with the negotined price taking effect Two
yeans after the sekction yeut. The negotisted prices, which will fint becoine ¢ffectiv in 2006, will be capped ot a stabutory codig price begmning in October 2003,
penalie drug punefciarers ihs morease paces of Medicare Pari Band Par D drugs af a mic gresder thas ihe mic of inflilon. The IRA permis the Sccrciary of HHS
o mpkement numy of these provisions ihrough gusdance, as mmmhmmukululym Manafsctures ihat Gl to comply wab the IRA may be
sishgect 1o vanous penaltics. mehsdmg covil monclary penaltics. The IRA abo extonids enb for mdwaduak purchasmg healh msunnce covenge m
ACA markerplaces throagh plan year M25. These provisions will take effect progressiveely stating in X023, ahhoagh they may be subject 1o begal chaBlenges,

Oxher canples of propodcd changes include, but are pot limeed 10, opanding post-approval requircrents, changing e Orphan Drig Act, and restrcting sales snd
promotional activities for phamsccalcal produscts.

We cannot be sure whether additienal legislitive changes will be enacted, or whether govemment regulitions, gaidance or mterpretatons will be changed. or what
the rpast of such changes woubd be on the marietng approvals, sales, prcing. or reimbumsement of our dneg candidates or products, i any, may be. We et tha
thexe and oibor beaklicare reformnmeasuscs that may be adopted in the fituse, may resall i mc ngerous coverage ctana and in addtional downwand peessurc on
the price that we recerve for any approved dnig. Amy reduction m resmbarsement from Modicare or sther govermment progroms muy reselt in @ smslar reduction m
payenents from prvate payoers, The sl s of gost i measures of other heakheare reforms may prevent us from bemg sble 10 pencate evenue,
aftamn profitability, of commenaliae onr dnags,

]
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In addition, FIM regulations and gusdance nuy be revisod wm-lwvdudhrlwam-mysthnnwﬁ-ﬂyarEuwhu-ﬂs and vur products. Any new

"

regulstions o0 guiklance, or evishans o reintorpretations of edslng regulati my inpose additional costs or kengthen FIM review times. for DMTI 0
of arry future product candidates. We cansot detenmme hnur:hﬂ;nhmgu.lrmm statites, polcs, or ntapretations when asd ifmseed, cnacted o adopied. nuy
affiect our business in the future. Such changes conbl, amoag ather thmgs, requine:

dditional clincal trials 1o be conducted pro 1o oblaining sppeovak
changes to runefcianag methods;
rocall, mplacerments, or deconlmanc: of sne of iofe of our products; and

additional recordkecpmg.

Such chamges would Hkely require substaniil time and inpose significant costs. or coakd reduce the potential commercial valse of DMTIG or cther product
candidates. b addion, delaye inoreceipt of or Biure o receive regulatory cleamnces or approvaks for any sibher poducts would harm our husmess, [nancial
condion. and resulls of opomions.

W may alwir be swbfect to heatthoare faws, reglation and enforcement amd our failure to comply with thase laws cowld adversely affect o business, aperations
and financiol comdifimn

Ciertay federal and state heskhoose bovs and regulitions pertaining to frasd and abase and patients” rights are and will be applicable 10 oar busmess. We are subject
o reguistion by borh the federal govemenent and the states in which we or our parmners condugt our busingss, The laws end regulstions that may affect our abiliny 1o
apceaic indhade:

the: federal Anti-Kickback Statate. which prohibits, among other things, any person or entity from knownghy and willfally offerng, sobcin g, moenvng
of providing any meuneration (Bchidng sy lockback, bribe or rebate), directly or mdeectly, ovently or coverth. i cash o in kind. 10 nduce cither the
refermal of an mdividiaal or m retam for the panchase, kase, or osder of any good, Beley Bomor semvice, for which payment may be nade, in whalke or in
part, under feders] heakheare programs such as the Medicare and Medicaid programs;

federal crvil and crmmal ke clims bws and oivil nonctary penalty bios, inchadmg, for canple, the Fderal civl Fabie Clarm Act, which smpose
crimmal and civil penallies, inchading civil whastkblower or Qi Tam actions, against ndividual or enllies for among other thmgs, knowmgly
presenting, of camiing 1o be presenied, 1o the federal govemnient, ncleding the Medicare and Medicaid prograns, chime for payment that are false or
frasdulent or raking a fake 1o avodd, d orconceal an ohigation 1o pay money to the fader] govemnent;

the federal Health Insurance Portabibty and Accountabilty Act of 1996, or HIPAA, which created new federal crmmmal siatutes that prohabit knowmply
and wilfully exccuting, or sttempting o execute, o schone to defrmud any heskheare benefit program or obdain, by means of fake or frosdulont
Pretenies, Fepres emlations of promescs, any of the money or propeny owned by, or under the costody or control of, any heshbeare benefit program,
regandicss of the payor (<5 pubbs of prvatc), knowngly snd willlully crbeading of sicalag froma health carc benefi progeain, wilfuBy obaimcting &
crimmal mvestigation of o health care offensc and knowinghy and willfully fabifyng. conccaling or covering up by any trick or device a muterial fact or
eaking any ully Ble | with the delmvery of, or payment for healibcare benefils, fems or services relaimy 1o healiboare
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= TIPAA, s ded by the Tealth In won Techaology fov Foonom and Clnical Healih Act, and their mpkmenting regulations, which impose
ohigations on covered entities, inchiding heakhcare providers, heakh plns, and healbeare charinghouses, as well s their espective business
assocutes that ercals, recenve, muiniaim of wansem mndnidually dentiiable health mfammaton for of on behall of a covered ey, with respect 10
safeguandmy the privacy, secusity and transmission of md ridually slentifiable heakh mformation:

- the federal physician sunshime requisements ander the Alondable Cise Act, which requee manulBeturees of dnugs, devices, biokogis and medical
supphics 10 repont anmially 1o the Conters for Modsoane & Maedicasd Sorvices mfammation nelatad 1o paymests and other transfors of value provadad 1o
physkians and teaching hospials, and hip and i inferests bheld by phiysicians and thew inmedite famby menbers; and

. st brw equivaknts of coch oftbe above Rdeml laws, such as snti-kickback and fabve clss bwa, whach nay apply to o of services rimbuansed by
any thind-party payoet in<hadmg commoncal msurons: state bws that nquee phamscoaizal corpanes 1o conply mh the pharmsccuixcal mdusing's

wolantary complance guidcimes and the apphicable cony guidanie p d by the Eederal g hemae mmp.lymmu that
nthmwhﬂhhmemvmmndwmm-lwﬁmimm wiate liws that require drug 10 report i ion related 1o
pavments and other ransfons of vabse to healthy o deurce) and wrate lws govemnng the privacy and wonuney of Beakh
miormabion m colam cPouRslanoes, m,ol’nﬁdd&t:&ummhuﬂmﬂspﬁmtwm and muy nol bave the same clfect, tbus comphatng
complance clfors,

Because of the breadih af these Liws and the of the exephions and safe habors availible, i b possible that seme of our busmess scivities.

could he subject 1o challonge under anc or mose of such liws. In addftion, recent health care refonn kegnbation has streagthened these liws. For emmple. the recently
enscted Affondsble Cane Act, smong other things, amended the mtent requirement of the fedoral Anti-Kickback Ststste and cenain crimmal healthosre frasd statuses.
A person of eatiy no longer needs 1o have actual knowledge of the siaute o specific imtent to vinlate @, In addition, the Affonlable Care Act provided that the
Eovemnant mey asoo that a cham inchiding tone of seovices resulting fom s violiton of the Brdoral Ante-Kackback Statute constiutes a false of faudulent cham
for pamposes of the federal civil Falee Clasms Act,

Achievimg and sustanmng conplunce with these laws may prove costly, In sddiaon, any scton agama ua for viokstaen of these bws. even il we successlislly defend
against o, coukl cause us to mour signaficant kegal openscs and diven our managemment s attention fromthe opeoration of our busmess. Woar operatuans anc found 1o
be in viokition of any of the bws described above or any other governmental biws ar regubations that apply 1o us, we may be subject to penaliies, nchidng
sdmmistrative, cvil and criming] penalties, dsnuoges, fines, disgongemens, the ewhision from participation i feders] and state healthesre progres, mdnvidual
Epnsonnent o the cunsilment of rstractsnieg of curoperstions, any of which could sdversely alzet owr abday 1o operate owr business snd our fnancul resubs,

Ohur Biesiness imolves the ioe of haztrdois materials and we and vir thirdpaty sippliens aond mamfacturens aned comply with emironmental fows and
egalaitove, wiiicl can be e and restrict ow we do bustnes,

The manufsciusng activites of our thind-party and myvolie the :lnnpr e and duposal of hazrdows mwlenak ouned by us,
mchding ihe components of our product candad and oiber hazmd ds. We ansd our and supp are subpect fo by ard regulitions
goveming the use, manufacture, stomage, kandling amd dsposal of these haandous materal, In some cases, these havasdous matorabs and varous wasies resulling
Tramibeir use arc siorod af oar supphons” nlmﬁum Hupmdngu:m&mL%ﬂm:mmmmﬁmmmh:wm
the risk of contamnstion, which could casse an o uption of oar cffarts, research and development cfiorts and busmes s operations, ngary to our
service providers and others snd envivamental damuage resuliimg 8 costly clean-up end lishilities undey laws amdd ¥ ing ke use, slamge,
handing and dsposal of these materials and specified waste prodocts. Albough we bebeve that the safay proceduncs utiliasd by oar thind-pamy suppbors and
mmnalscturers for handling and dispasing of thess muleriaks generally comply with the standands proscribed by thise bws and regulitions, we cannod guarastes that
this s the case or chmnate the msk of accadental contananation or njury from ihesc muienals. In swch an cvent, we muy be beld lable for any resuling damuges and
such kebility cosld exceed curresources. We do not cumrently camy biological or hazandons waste msurnce coverage,

[
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mmwmwmmmm:uwmmu&*wqmmwh
fuct v other i with reg v ds and

We are exposed 1o the nek that our enployees, ndependent contractons, prvcipal nvesigatens, consuliants, vendos. CROs and any pariners with which memn'

It may engage in fraudubent or other llegal sctivity, Misconduct by these persans could inghade b inal, reckless o negligent conduct or h
activity that viohees: laws of regalstions, mchiding those laws requirmg the ropoiting af nee, complete and accwnte to the FIMA or foreign regulatony
amthonties. mnafacturing standards; federal, state and foreign heakheare el sl b v and data privacy; or lms that require the tnue. complete and sccumte
reponting of financisl infommetson o7 date. In pariculen, sales, marketing and other basiness amngements ® the bealtheare mdustry ane subject 1o edensnie bas
mtended 10 prevent fesud, lickbacks, sclFdealing snd other -hupnrr praciues, l"h:sc Laws oy mlnﬂ of mhm a wide mage of business stivitics, inchiding
resgarch, manufactineg, distibution, promp, dEcounting, g and p , saks g and other biasmess
amngements. Activities suhject to these liws aloo mh!lhrm'uqx!uﬁl n‘fnﬁlmllmn'blahndm the course of chnical trals, ﬂhl' msappropration of diig
prodact, which could resuk in regubdony sanctions o other actions or liwauits |lcfm!|(ﬁnuu flﬁu:labe ncmghcenhsnd: brws or regulstions, snd serous.
hanm o our eputston. In addiion. federsl procusement bws mrpose sub. for jom with govemmont comescts and noguire
certam conirctons o mumtam a code of business cthics and condsct. 1M any such actions arg mlinlnd:p-nl s, and we are not sucoesafil m defondmp oursches
ar assenmg our rights, those actions could have a significant pact on our business, mcluding the imposition of civil, crminal and admmbtative penalies,
dsmuges, monetary fines, possible exchision frompanicipation in Medicare, Medicaid and other federal healkh g contractasl i | hamy,
dinnihed peodits and fatare camings, and cunailmem of our oporations, asy of which could adverscly aifect our ahilty 1o oprmmwmlmdﬁrmmig
resulis.

Chur fiatrere groval depensls, in part, on one ability fe pencirate foreign merkets, wivere se would be subfect fo addiional regulatory burdess and ofier risks amd
WRCeTRTATe.

Ouar flatare profitability will depend, in past, on ous ability to commarcialiae cur product candidates m forcipn muakets far which we ntend to rely on collshomtions
with thind panties, I we commurcialine VT30 ar our ather prduct candilates in forcign markets, we would be subject 1o addiglonal miks and ancemamtics,
mchidng:

- wuf customrs” ability 10 obaam market sccess and approprats reinbumscment for our prodect candilates i frvign ruskets;

s ourinabity toe drccily conrol cormoncal sciiviics bocause we an: relying on (hind panaes:

e theburden of conplymg with complexand changng Seign reg ¥, A%, 3¢ g and kegal reg
e different modical practices and customs i forcign countries affecting acceptance in the murketplsce
. o o expror eensing requircments ;.

o longeraccounts recenable collection times.

® longer kead times for shipping;

- language harmors for 1ochaical aming;

. redisced protection of mtcllectual property nghts m som: foreign countics:

»  foreign cumcney exchange fale fustuations; and

- the mempretation of contmctual provisons govemed by foreign lews m the event of o contract dispute,

[
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Foseign sakes of our product candidates could abo be adversely affected by the mpodition of govenmental controbs, political and cconomic nstshility, trade
resirictions and changes in tanif. any of which moy adverscly affect our results of operstons,

Dewed af text methodology for DMTII0 presents wmigee challempes due fo the complex anvture of comdituents in the product. Determination of
approprite wayis for reloase and gualiy cortrol evaluanion could reginne sigrificant developmen N ard coid fo successfiully complene and iwceraln

DMTHi s comprised of bath morganic and organic constituents, and snike most phammuceutical products, there & no single active component 1o chamactertae for
pumposes of assay development. In order 1o release the drug prodisct asd test for siahiliy we plan 10 develop o cellbased bioassay 1o sasess mbibory effects of
DMTI0 o peo-inflanmatory cytokines known 10 play a role i the pathopenesis of vanous shin discascs, Whik 1his approach ray show sctivity, @ muy sol be
sisitable a4 a qualty contrl nilcase polency assay for DAMTII0 Funhormore, this tochnaque may nod have sulfcsnt senstivity 1o be considerod stabiliny -mdscarng
ﬁddzun‘.l.m'll‘lllnlﬂ of degradation fo the prodisct. If we are pob able fo develop a sultable putmcyuslyum Ihl appmoach, »e may have to dentify and
develop an i plat o, o ches that may require addit ool o meet our testing equaenenis, This
:thﬂﬂ:.lmmmﬂnlmnl uncertamn, keading 1o deleys in filng of the NIDA.

Risks Relaledts Dur Dependence sn Third Parties

W are dependest on one xippliee for the raw material woed to produce IIMTI10 and DVTEIG, The termsnanion of this comtroct would relt b @ divruption to
product develapmserst avad o biedness will be larmed,

We cumrently only have onc gualified source of supply for the rw mulerial uscd n DMTII0 asd DAMTHI0 Whiks we bave aa cxhaive vupply agreement with our
supphict. our suppbier may not conphy with the tomm of our agreemont and nuy supply to thind partics. DMTI0 and DM T4 contam a wikl growng feshwater
sponge thal grows i an arca of the Vixlga River delta m Russia that s partially profecied by a Rassian govemment entity, The Russian povermment entity allocales a
quantity of fivshwater sponge that muy be harvested cach harvest semon and mey detemmne m any year that no spospge or a smuller quastity of sposge than
harvestod m previows yean may be harvestod inoa pariculr year, which could inpact our ability 1o obitain rmw material o menafacran and supply DAVTIN0 and
DAMTAIL I we have not adequatchy stockpiled mw materiak. o even if we do stockpile mw matoral, we could not have cnough raw material to meet the quantity
denunds 1o conduct cur nen-climical and clinical studics or 1o sapply product for the market if approved,

The freshaater sponge comained in DMTI0and DMT4I0 can only be harvested once per vear based o the | of Cortam eniva dithons., 1 these
enviommenial conditions are not peesent dunng the harvest season, then our supphor may nol be ablke 10 harvest the mw natenal requined, which could mpact our
ability to nunuiactere and supply DMTII0 and DAMTAI0 The ahilty of sur supplier to harvest the sponge may also be mpacted by severe weather aed lim the
ferpth of time they can harvest, which coukd bt the amoent of pow material that can be harvested, which m lrpn'wmlhllrlnnlml:imaﬂd:wph: DTS
and DMTA10. The portion of the Widga River dela where the spongs grows could abio become whach could the spange 1o
e harvested by our supplier, mking it unusable i hununs, npxlnlwlhﬁ}‘lomﬁcwmlndlm DMT)II].M‘I'B&I'I"[&
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Fvem il we are whle 1o obtam supply, we and our supplier are expesed 1o a number of envirenmental and geopalitical ks, including:

. riak of contanmation being mtroduced n the Wblga River therchy palluting the :pmgm: Tacustris population through environmental factars that we
cannot comtrol. which could resuk in new Impantics or redoced supply of rw mtenab:

o lows of Spesgilfa fecustris kabitat and other simlar envirnmental isks 1o the sponge populstion whether due 1o chowte change, over-developmenl, or
[T L

N risk of disease in the Spongilia fecutris geographic area where harvested;

= riskofimde ssucs boraven the US. and Russia;

- restrictions on ieade of fertadn fenm between the LS. and Russia:

- FestrkIan on means of payeent with Russon entitses; and

- oiher unforcscen goopoltical factons thal bt our sbilily access owr supply of mw material.

Restnctions could be mmposcd oa ihe harvestimg of ibe mw muicral Such events could have a significant impaci on our cost and abldy o prodece DMT3 0 and
TAIT410 amd amicipated e extensions, The country fremwhich we obiain the raw matenal could change its liws and regalsteons reganding the export of the natursl
products of spose of Boeaie lases of duties pavablke by expontens of such praducts. In adiition, any basmess, plobal or cconomse chalienges our exsting suppher
Taces, whither in the ondinary course of business or not, could impair s ability to supply our mevds for aw maberals. Accordimply, there is 4 risk that supphes. of our
raw matoriabs may be significantly delayed by or muy become snavadlable s 8 result of sny Broes affecting our supply sad production of nsturslly sourced products.
In sddaion, if we need & new or additional supphers, @ may take o swhstantid smount of time and fimencial resoorces 1o idemisly any sdditional suppliceis) who can
supphy owr roguined e otk @ the qualty and quantity requined for our pre-clinical and we may nol be able to negotiste pow agroements with an allomate of
new suppher on terms that we deem commercually reasonable or a1 afll, and the faikire by us fo enter mie such agreements coukl ham our francal condition,
busimess, chnical Inals ard prospects,

hur Bucdimess wury B affected by new samctioe sl export comtroly targeting Kieoda and other resposess fo Racoa s imvaxton of D krsine,

As a result of Pussn’s myvasion of Uksaine, the United States, the United Kmgdom and the Furopean Union govemments, anong others, have developed
coordmated sanclions and cxpont-contro] neasure packages against Russuan individuaks and entities. We are cumently a parly 10 an exchisive supply agreoment for
the supply of ibe Spompilia mw maierial wsed n DATI0 and DAMTAI0 The y 10 this supphy is @ Fussian entity, To daie, none of these
sanctions of oper-contmls have mrpacted our abity 10 porform ander our sapply agrecment, Howeves the imposition of onhanced opon contals and cconomc
sanctions on tmnsactions with Russia and Rusiin entities by the United Seates, the Untbed Kingilon andor the Birpean Union could prevent us fom performm
wandér this exstimg contmact or any fatane contract we may enler of remitting payment for raw material purchased fromour supplier. We've received muliple shipments.
of Spormg il rw material o cur supplics dusing fiscal years 2032 and 3123 containing additional quantitics of Spesrgilfia mrw material which we believe will provide
an wath suifackont quantitics of Spomgiil 1o Blute and corplets the DVITI0 Phase 3 clnical program in moderate-to-uovers ache and suppon (Hing an NDA far
DMTH 0 in acne in the cvend of the success fal conplection of the DMTII0 Phasc 3 chnical program Depending on the cdent and breadth of now sanctions or expost
controk that nuy be mposed agamst Russi, otherwise or as a resull of the ampact of ihe war = the Ulzame, i & possible thal our busmess, resulis of operations,
anil financial condition could be raterially and adversely affecied,
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Wi have in e paid refied aind epect te comfinme to rely on third-party CRES and otfer Siird parties i condict and oversee o olisical irialy aod other agects
af product development, If these thind parties do o meet our requirements or atherwite condict the frimls @x required, we sy not be whie fo sy owr
comtracimal obligaion or obtaln regalinton: approval for, of commercialize, onr prodisc condideies when expected or af all,

We have in the past relied and eapect to continue to rely on third-party CROs 10 condisct and overses oar clinical trisls and other aspects of prodoct develspmens.
We alvo rely upon vanous medical mstimmons, clnacal my andd contmct lab i 10 comdisct our tialbs i sccondance with our clinical protocals and all
apphcable regulitory requirements, mchiding the FDAS nogulations. asud GUPy, whach are an intomatonal standard meant to protect the nghts and boakh of patxats
and 1o defling the rokes of chnical tral sponsors, sdmmsrators and monilors, and stale negulitions govemng the handling, stomge, secunty and rcoondlecpm for
drag and bokogic products, These CROs and ather thind partics play a significant e in 1he conduct of these fraks and The subsoquent colloction asd analysis of
data from the clinical triak, We rely heavily on these parties for the execation of our clinical tnals and precinical stsdies, and contral anly certain aspects of ther
activitics. We and our CROs and ather thind-pamy contracton ars requined to canply with GOF GLF, and GACP rogaircements, which are segulations and guadclines
enfarced by the FIM and conp foreign regulslary for products | chnical developnent. Regubitory suthertics cnforce these GCF, GLP and GALT
requirements thevagh perodic inspections oﬂ'lriulwsm. principal mvestigators and triad sites, If we orany of these thind partaes fail to comply with applicable
G, P and GACT requi thee clinical data s A in our clmical triaks oy be decmed unrclishle and the FIM or cther negulatony ausbosity mmy fequan s
i perfianm addionsl clinkcal ks beforo |ppmv|n; oaf OF if patnens” narkoling appheations. We cannod a<gide you that upon Espection by a given regulatory

y, such will ds ihat any of our chnical or prechnacal trak conplics with apphcable GCP and (L requancnanls, bn addion, our
clinical traks must genenlly be conducted with preduct prodeced ander oGP egulations. Our fadure 10 comply with these regulstions and policies muy requare us
o repeat clnical tiaks, which woukl delay the regalstony spproval process,

Ouar CROs are nod owr enpployees, and we do not control whether ar pot they devate sufficient time and resources to oar clinical k. Our CROs mary also have

Iienships with other entics, mckidemg oar competton. far whans they mmy abio by condugimg ¢hrual insb, or other dng development soneis,
which could hasm owr competitive positinn, We lee the nisk of I hored declosie o of ous intclkeerual propeny by CROs, which may
reduee our trade socrct protection and allow cur patontial conpetfon 1o access and oxplail oir propcary technology, W our CRO8 do pot suctessfally camy out
Thew contractual dubies or oblgations, ﬁilmm:wcledlkllhﬁ or if the quality or acouracy 0F the clical data they oblain & compromsed due 1o the Gilupe 10
adhere to our ¢lnical s or o for any oaher reason, our clinical trisls my be estended, delayed or serminated, and we may mot be ablke
to obisn regulitory appraval for ar um.':uhuh- sommerchalie any product candalate that we develop, As o result, our fnancial resalts and the conmercial
praspecis forany product candidatc that we develap would be harmed. our costs could morease, and our ability (o penerate revense could be delayed.

If any of our ROk of chncal triad sites terminste thes mvobvement i one of our ¢cliracal rinks for any reason, we mmy not be sble 10 enter into amangements with
akimative (RO8 of clinical tral skes, of do so on commerctally reasonable terme. In sddiios, i our mlavonship with climkcal vl sies B comminated, we may

the loss of follow-up mformution on patients canolied in our engomg clinical trals unless we arc abde Lo ransfor the care of thode patients 1o anather
quakificd chnical irial siie. In additson, prncipal mvestigaions for cur clmacal fraks may serve as scientific advsons or consukanis to as fram Bme io fime and coukd
recenve cmb or equity compensation in coanection with such seevices., I these relationships and any related compensation resull in percenved or actual conthicts of
mitereat. the integrty of the data genetated at the applcable clical trial site muy be questaaned by the FOA

e rely completely an thindparty ta supply, and diseribute climical drag supplies for owr product candidates, including certain sole
sanaarve sapplicrs and mangicturens, we infend fo rely on thivd pariies fire sl ol i i ey o o prodvcd condidates
receive regulatery appreval amd we expect fo rely an thind parties for spply, ey o ety of previtmical, climtcal and conmercial sapplies of
any fratvare prodist candidites,

We do mot currentby have, nor do we plan o acquire, the infrastructure o capabilty to supply, mensBotune or disiribate preclinical, clmical or commencial quantitics
of drug substances or products. Ouwr abilny 1o develop our produst candidates depends and car shility to commercially supply ar products will depend, i pan, on
oiir abiity vo succcssiully obtamn the faw moscnals and APl and other substances and matcnak uscd in our product candidates fom thind partics asd 1o have
finmhed products mumufactured by thind partes @ accondance with regulalory requirements and m sufficeent quaniities for precimical and chnscal testmg and
conmercaiation, 17 we il o develop and mainfain supply relionshipe with these thind parikes, we may be unablk 1o continue fo develop or commenalie cur
product candidates.
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We rely amd will continue i rely on cemain thind pariies as the soke source of the maierak (hey supply or the linshed prodicis they nanulactane. Any of our
wadsting sapplicrs or nunulactanes my;

. fail to supply @ with product on a tmely basts or m the
otherase;

amount due o damuge to or destnsction of facilities or equipment or

q

- il 1o increase iarufstsing capacty and producs dnag prodact and components m larger quantnxes and al hagher yackls in o tmcly o cost-Mocive
rmanner, of at all, to suflickently mect our commercial needs;

" be unablec to mect ous production demends dus to Baues rlaied (o thelr relance on sole-soume supplens and numulacianm:
- sy s with product that Gl o meet negulatory Foquineenis;

. bevome unavailible thiough basmess. mtomupton or fmancal mashency;

- lose roguluiony stabas as an appeoved soarce;

- b mnable or unwilling to repew curmont supply agreemunts when such agreemonts expine on a timely bas i, on acceptable terms or at all; or

& s

ar af dinag substanies of produsts.

In abye event of any of the fecgoing. iwe do net have an sk g supplicr or in place, we would be required 1o opend sebstantial managoment time
and opense to idontily, qualify and tramsice procoxscs 1o allcmative supphens of manisfaciurces, Transkmng tlechrology 10 olher sitos mmy rquire additional
processes, technologies and validaion studses, which are cosily, muy take considerable ameaunts of time, muy not be sucocssful and, n most cases, require review

and approval by ibe FRA, Any mecd i find and quahify new Bers or could sigmi delay production of our product candid adverscly
et or abdboy fo mariket our produsct canididates and sdversely affect our buss Repl mmy not be avadlable 1o as on a timedy basis, on acceptable temen.
ar at all Audd Iy, we and our di miv by mmintain & ignit mmrynlmmhummdmnnum.\nynmnnuh

supply of a dnug subsiance or cther mtoml or i the meniscture of our product candidstes could have s muicral adverse ciect on owr busiess, financial
conditan, aperiting results sad prospects

We do mol have divect control over the ability of our conlract siapphets and manufachanes to mantam capacity and ies 1o serve our needs,
mchding qualily control, qualiy usmmdqulﬂdpﬂmmlﬁlhwghum Minwicly resp Tor L E with al i
such as o(@dPs and GALT. we ase dependent on our contmact for day-io-day bance with cGMPs or GACP o production of mw

mmatatials, AP, and finmhed products. Facilitics used by our contmct upphm and nunufactonce to produce the APl and other substances and msterak or
finzshed prodiscts for commercial sale must pass mspecton and be approved by the FDA and oiber relevant mgubatory authorties. Our contract supphers and
munufacturers nmst conply with eI and GACT requironents enfoeced by the FDA throogh its Beilities mspection program and review of submitted techaical
mivrmation. [fihe safcty of any product or product candidate or comp C] od dug to 8 Gdare to sdhere v sppheable lrws or for other reasoas, we moy
B0t be abk bo sucocrnfilly conmenoulne of oblas rogulalory appraval for the alfetod product of prodisct candidate, and we oy be held labke for mjircs sstaned
s @ result. Amy of these factons could cawse a delay or termination of precinical studics, chnical trals or regulatory sabmssiors or approvals of our product
candsdates, and could entail hagher costs or resull m our being wnable to effecinvely commemialie our approved products on o temely basis, orat all
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In addition, these conlact mluli-mleﬂ are engaged wilh odher companies 1o supply ard munulsciuse mwicrank or products for such companics, which ako
eaposes our suppliers and Lf 1 riska for the production of such nuteriak and products. As a result, Gilare to meat the regubitory requirements.
Tor the producton of those materials ad pndum may alse affect the regubstory clearance of a contract suppler’s or menufacturer's Deilty. If the FIA or a
conparable fisreign regulatory agency does pat approve these facilities for the supply or munufacture of our product candadates, or if 1 withdmaws 2 approval m the
furure, we muy need 1o find sbemative supply or manufsctunng facilitics, which would negatively svpact our sbility to develop, obtam regulnory sppeoval of ar
mrket owr prodect candidates. if approved.

Our reliance on contract mans Bcturens and supphens farther cxposes us to the possibility that they, o thied partics with access to thew facilities, will have access to
and may msappropriate our trade secrets orother proprstary mformton,

In adlditin, the numulsung boltes of cefam of cur supplens. ncliding cur suppler of Spoagilie fecustris. are eated outsikle of the United Stales. This nuy
give rise 1o difficulties. n ponting our products or prosduct candidates or their components into the Unned States or ather countrics as @ resul of, smong ather
things, regulitony agency approval requirements of BT mspections, ncomplete oF maccurste import docamentation of defective packnging.

[ e e not able fo extablich and macivtaiv colfaborations, we miay have fo alter our developaent and conmmercialisation pham

The I and NN L M'm-'pndld will reguine C cash fo fand expenses. hmﬂn'mlmdﬂmhrr
development of our product candidates, we may and biotechnology ¢ ies for the wnd  cor

of those prodisc candidates, We lace signil i nlﬂwm:m V-h:ﬁlcrwmﬁldrhlnummhnwﬂnﬂmmﬂ
d@nﬁ.tmuﬂnmnp.mnwrmnammfﬂwmmsmmmdwnm|I|-|.—|:m-nd. A of the p won and the

proposed patner’s evalaaton ofa nairher of factors. Those Bxtort muy inchede the design orresults of clmical Irnals; h“oudullppmnlbylhmwm
regulatory authentics; the potential market for the suhieet product candidate; the costs and complestics of nunufachanng amd delvermg such product candidate 1o
patienis; (he poteniial of competing produsts; any uncenaimty with respect 10 our ownseship of our intellectual propemy: and industry and market conditions.
generally. The pariner muy also comsider aliemative praduct candidates or technologics for similar mdications that may be availsble for collaboration and whether
such a colaboraton coukl be more sttractive than the one with us for sur product canibidate. We may ako be restricted under flature heense agreements from
Enlerng nto ogTeciynts on gertam tems with potential partners. Collshorations are complex and time-consuming 1o megotinte and document, In addition, there have
been & significant number of revemt business combmations ssong bige phammoesuricsl conpandcs that kave resaleed in s reduced number of porential famre
paitners.,

Futuge collabomtions we may enter mto muy nvoboe the Sollowmg mskes:

DR iy hane 8§ dierction s the effons and nesounces that they will apply to these collabarations ;

. cellabomtons mey pol performiber ohligaions as expecied:

- changes mn the collsborsion” strategc focus or availible funding, or extemal factors, such 35 an scquis ition, may dnver s ouroes OF Croate competmg

POt

. callabomton my debay decovery and deveky provide o wnl fending for produc development of Brgets selected by us, slop or
abandon discovery and preclinical development for a produci candidale, repeat or conduct aew discovery and prechnical developmeni for a product
candilate;
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= celbbomiens coukl mdependenily develop, or develop with thind parties. producis thai compete daesily or mdiecily with our producis or product
candidates i the collsbomtors believe tha competitive products are more Beely 1o be success fally developad than ours;

" prodect discovered | o won with us may be viewed by our colaborston as competaive with ther own product candidates or
prodecs, which may cause collaborstors 1o cease to devote resoances 1o the de of our product candidares;

- disagreemonts with collsbomtors, hrhm;duwmso\'ﬂpmwmw nghl: conlrct wtfptrmhnulmpni.mmufhvhpmm erght
cause deliys of termnation of the decovery, of prodict candadaics, nught lead to addimonal
responsibifities for us wich respect to product candidates, or mght maeh ni@ﬂn er whatmion, any of which would be time-consuming and
expensive:

- ﬂbl:bornursrIIyrln!pmpnﬂmhmw*hdumukﬂm1mpﬂ1ywhum-|wmllghl:.irmdmwMmmwrpmfnmy
mformation in such a way as to nwvite litigation that could jeopandie or mvalidate our el | propeny or ¥ o Yo us 10
potentisl Bigation;

. ewllaborators may nfinge the mielkectmal propery nghts of thind partics, which muy expose us 1o Migation amd podential labilty, and

- enlabomstinns my be tenminated fior the comvenience of the collsbomtor and, o erminated, we could be required 10 mse addtional capieal to parsse
funher devek oF deration of the apphesbk paoduct candadaics,

Collsbomtions ypxally mpose detailed obigzations on each party. If we were 1o breach our L we muy fae < ces, mchidimg I
temmination of the collshomtion, ard cur rights fo cur parinen” poduct candidates, in which we have nvested sabstantial time and moncy, would be kst

We mary ot be able to nogotiale collborataens on a tencly basn. on acooptable lems o at all. I we are unable to do so, wmhwlumdﬁndnth;-mlnrl

Fuhrlﬁ-d.l,llc nﬂjtnmdchyhdntipﬂuﬂmmwouammofmrnmw prog . dlay s -um:wr
and lop wmmmmwmalwnw¢wt I we elect to increase our i 1o fusd devek

oM REETOn SOIE on our awn, we may ieed 1 obtain sddiions] capiesl which may pot be availshle 1o us on scceptable terme o an all 1f o do not hcw

sufficicnt funds, we iy ned be able to further develop our prodect candidates: or bring themio mucket and genorate product venee.

Risks Relmedie Mamaging Our Growil, Our Engplenecs and Ohar Operatiom

We will meed to further increase the wze and complexity of eur organization in the futwre, and we may experience difffculties in execating owr growih drategy
il maraging any growth,

Ohar nmnagemont, personnel, systems and Boillties currently o plsce are not sdeguate o suppont our business plan and near-ierm future growth, We will neod 10
Mﬂmﬂﬂmd:mw and musufsctunng jeam cimical team, munsgeral opcrationsl financial, and other resowrces 10 suppon oor planned rescarch,
dev and wlization activitics.

T nnmnage ouir operalons, gouth and vanous progects ¢fMectively nequires Thal we

- contings o BpIVe our opemtinnal, fnaacial and L pk contok and roporting sysiens and procodures;
- aneset and retain suflicont nunbors. of tlkned cmplosess;

. develop a murketmg. sales and distnbution capability;

7l
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- manage ous commercaiiaion actviiies for ous produst candadades elfecively and n a cosi-clfeciive manmer

- estahlsh and moiiam rebssonships wich des P and PAMnETS;
- eanage our procimcal and chnical inals effectively:

- m.xdnrlbd-puyrupwmdmnﬁcm;npcmmd&wmhmﬂnnm:ﬁmw-ﬁmn;mﬂmm:ﬁﬂn&m
curent product candsdates (o conmmeroald kvebs | an

- manage our development efforts effectively while eamying out owr contractual obligations to panners and ocher thind paries,

In additin. historically, we have uliliad and comtmue 10 il the services of past-lime owtside comsulants Lo perfiarm & sumber of Laks for s, mchading tasks
rebated 10 prechnical and clmical eitmg. Our growth strategy may skio ontad expands g our ¢ of consuRants to spkment these and other tasks gomng forvanl, We
reby on consulkiants for certain funciions of oar busmess and will need to effectvely manage these consultants to ensure thad they successfally camy owl thew
| obhigations and meei d deadlines, There can be po assumace that we will be able o manage our exsting [F or lind other
outside coasultants. as nooded, on coonamscally reasonah e temms._ o at all [ we are not ahlk 10 clfectively munape our growih and cpand oar argantation by himg
mew erployees and expandng our e al gansuhants, we mght be urlabhz o mmploment succesafially the tasks necessary o execute cffectively on our planned

research, development and oo o activitics and, rdingly, might not achieve our nescarch, development and conmercialontion goak
aru,wuamnwmmﬂmwmwwkmumummwmﬂm
e antfrervtse e bardmess plian

Our abilny 1o conpcic i the highly compatitive phammiccuticals mdusiry dopends wpon our abity to sitract and retain highly quabiicd menagenial, scicntific,
medical, sakes and nurketmg and other personnel We are highly dependent on our nunagement and scientific porsonnel, mehsdng: our Chicl Focutive Officer,
Presibent and Chawman of our boand of dircctors: (the “Boand™) Gerald T. Prochl our Senior Vice President, Chicl Francul Offices. Ky K. ‘in Foose, CRA,
MBA our Senor Vice President, Development, Ohristopher | Mardo, MPH. Phb; and oor Senior Vice President, Regulatory Affairs amd Quality Assurance,
Mara Bedoya Tom Munera, Phll, MBA. The kas of the servicss of any af these individuak coakl impede, deby ar prevent the sucoessfll development of our
product ppclne, complotion nfonr'phmnd chnical tiaks, commercmlimtion of our prodect candidates or m-licemsing of scgusiton of new assets and could
megatively mmpact our shility 1o wur business plan. 1 we lose the services of any of (hese individuals, we might not be sble 1o find suitsble
replicements on o tindy basis of #1 all and our business coukl be hamid a5 & rsuk. We do nol mumtain “key e mw«pokﬂuﬂuﬁﬁ of these
mdridisalé of the Foed of any of sar other eeployees. In order 1o retam valuable empliyees o our company, m addition to sakary and cash incentives, we provide
stock opiions ihat vest over time, The value (0 enplovees of siock opiions that rmnmlml‘lh i alfected by n our stock price thal are
Beyond our contrel and may at amy time be msuil 1o oifers fromoth 3

‘We might not be able 10 attract or retain quabfied muinagement and other key personnel in the Fatare dise o the intense competgtion for quakfied personnel smong
bintechnalogy, pharmacoutical and sther businesses, particubaly in the San Deego ares whene we are headquarntenad. We could have difficalty sitracting experionced
personned 10 oar conpany and may be required 1o ogend significan financial n owr copl and retention elfons. Many of the other
phasmmccwical companics with whamwe canpete for qualificd peronncl have greater linascul spd sibor resourves, dulleronl mk profiles. snd longer hislona i the
-uﬁuhy:hlnwdnﬂqlhmmvﬂmdwmtwmunﬂbdbu:mﬁﬂmdm e are not ablc 1o attract and rotam the
mecessary persoanel to accomplsh car busness objectives, we may' mits that wall abdy 1o mmph our busi strmtegy and achieve
onr basness obgeiives,

id
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In adldition, we have scientific and clnxcal advisors whe asssl us m omubiing owr development and clnical simtegics. These advisors ane pol sur employees and
may have conmitnenis 1o, or consulting or sdvisory contragts with, other entities that muy limt their avaibibilty 1o us. In addition, car sdvisors may have
arangements with other companics 1o aasist thoss companics in developing products or technakigics that nuy compete with ours.

Oar ability to attract v retain gualified members of our Board wey be impacted dive to newe state Lo, includiog recensly eoacted gender and diversity quastis.

In Septenher 205, the state of Califomias enacted 5B 836 requiring public conpankes headquartered in Califomia to maitain nenimum femle representation on their
boards of dircctors as follows: by the end of 20049, a2 keast onc woman on fis boand, by the cnd of 200, pubbc company baards with five mesber will be requacd 1o
have at keast two fermke dicctors, and publc company boards with svar moare members will be requered to have at keast three femlke directors. In Septomber 2000 the
state of Califomia enacted Al 979 requiring pubbc conpanics hesdquantered in California 1o maintam mmemsm representation on (heir boands of direclors fhom
members of undermepresentod communitics o5 follow: by the end of 2021, an least one disector from an underepeesented community, by end of 2023, public company
hoards with mose than four biat Sewer than nine members will be roquired to have af least w»ﬁmm Brom undemepresented communitics, and public company
Board with amc of more mendbers will be requmed 1o have af kasi theee docclons wes, Failure 1o achicve designabod oananum kvels m
a fmely munner expeses such ¢ ks o fnancial penalises and hmw=rmulu=|hl“{l1mlﬂImﬂkwrﬂlnwlﬁdmﬂ
the Board and met the above quotas as a resull of the Califomia Liws, which nuy expose us to penalics and'or reputstional harm

We currenily have limited markeing capabifites and me outsde sles organization. [f we are asable fo extablivh sles and purketing capabilities on o owm
or throsgh thind porifes, we will be wwble i sccenfilly commercialize vir prodmct condidaies, ifapproved, oF generate product revems,

We cumrently have lmited i s and no sakes To conmercialie our product candidstes, if appraved, i the Unsted States, Canada, the
Furopesn Linwa and other prisdictions we seck 10 emter, we nust build oar g, sales, distributs il snd other moa-techrical capahdities or muke
amasgemonis with thied panics to performithesc servaces, and we may sot be sucocasful = doing so, Although cur menagemeet team b oporicncs i the matkcting.
saky amd distrbution of pharmaceutical produsts from prior eplayment af other companacs, we a8 a company have na prior experends i the markelmg, sak: and
detributson of phamucewtical products and there are significant risks mvolved in building aml managing a sales piganizition. moldng our abdlity 1o hire, relam and
mcentivize qualified indrviduals, generate sufficient sales keads, provide adequaie tmining 1o saks and mrketing personned and effectively manage a geogrphicalty
dupered sales and marketing tcam Any D or delay in the developeent of our mcmal cakes. marketing and distris halitics would advericly spact the
commercaiation of these products. Wi mxy choose ta collsborate with addsnal thand partwes that have e ditret naks. fobors. and eatabdnbid dmtribolion systems.,
either 1o augmemt our gwn sakes frpe and distrbution systons wniwal'nurm ulﬂ forve @nd detrbution syslems, ll'wmunbklnmwr-lumh
aangements on acoeptable teems oF of ol we ey not be able to iz oar did 1w are unable to successfully

oir produdt candidaties, cither on ourown of thivugh collaborstions with one or mone thied parties, our business, financial condithon, oporating revults and prospects
wonild suifer

i firilwre fo successfidly indicense, aoquine, develop, amd markel additional product condidates or approved products wold impair e abilite fe gros o
barsiness.

We mtend to in-boonse, scquine, develop, and madict additional products and product candidates Mwmm—kmcumm:mﬂiﬂppmﬂuﬂjﬂ

engage m other strategs: mnsactions. Because our mntomal rescarch and development capabilitics sre Imsod. we nuy be upon ph
acadvomie scientists, and other reseanchers 10 sell or leense products or technology to us. The success of this strategy depends panty upan sur shily 1o limliﬁ'
and sclect ph al product cardidates and products, negotinte eensmg or scquisition agreements with their cument owners and finance these

mgmﬂu.
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'Ihcmso\fnwg.upntnl-und k mg @ onse or soquiition of a product candidate or approved product s kengthy and complex. Ovher
P 1 some with sub: iy grester fimancial, marketing. salkes, and other resources, may compete with ws for the leense or scquis@ion of product
d lndqpmwd, i Ihbmwhmrdmmulnmwﬂmﬂmlluwnm“ermdwymdm baisinesses and
Indmohgumdmlpmlhrmhlnmmmn’ﬁ-mﬂmmumdﬂurhmh o brensimg opp fties that ame pever
completed, or we may fail to realiee the anticipated bemefits of such effons. We moy not be able 1o sequire the nights 1o sdditional product candidates on tems that
we fimil accopiahle, or a1 all,

Further, any produst candidate 1hat we acquine nqunnddlmﬂd!wh'lllnl efforts pror to commercal fale, nehuding preclingal of chnical testng and
approval by the FDA and £ foreign ies, Al preduct candid are proac to rsks of falure typical of phamucewtical product
development, mchidng the possibdity that a product candidale will not be shown 1o be sufliciently sale and effectve for approval by rgulatory suthaistics. In
adidition, we cannol provide assarance that any approved prodiscts thal we scquire will be manufstured or sold profitably or achseyve markel acceplance.

Additional potential lnnmw that we may consider inchude & vanety of different business amingements, nchuding spm-offi, strategic pannerships. wint
vEntures, FEstucturmgs, o busineis combi and v Any nich IEnEsction muy foquine us 10 Bour aoa-socurmeg of other chasges, nuy
mircase our ncar- and kng-tom cxpond: and iy pose signi micgmtion chalk or dntupd our of busmess, which coubd advenoly affect
ouroperations and fnancal nes ulls. For cxample, these innsacions ontal sumenous pobeniial operatonal sad nancal isks, molsdmeg:

® expomiere b unknown lehiliies;

- duruption of or basmess and diversion of ot managemends time and allentaon in order o develop acquined prodiscts, product candidales or
technologies;

. mcamence of substastal debd or dikitve Basnances of squay secunias 1o pay for acquisBoas;
- sithstanial scquision and miegration cosls;
- - of asscis or chanpes:

" mircaied anorsmion openses,

= difficulty and costm mg the wons and | of amy scquined b with our woms and i

- Epament of relstionships with key suppliers, partners or customess of sny acqured businesses doe to chamges i management and ownership; and
- mahiliny v retadn our ey conployecs of thoss of sy scqueed businesses,

Acconlnghy, thore can be no assumnce that we will undemtake or saccess filly complete amy tamsactions of the natuee desoribod above. asd any tansaction that we
do complete could hamotr busmess. fnancial condition, eperating results, and prospects

™
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Wﬂwqwﬂﬂ-ﬁerMnﬁinwmmﬁ-Mﬂm

Manafacturing and supphy of APls. ather substances and muterials and finished drug products is technically challenging. Changes beyord our direct control can
Epact the qualey, volsme, price, and successfil defeery of our product candidmies and can Enpede, delay, ke o prevent the soccessfil development and
conmercakation of sur produc candidales. Matakes and rmhandbng anc ool uncomion and can allect succcsful production amd supply. Some of thoae ks
mhude:

. failure of ous muanfacherers 1o follow UMP or GACT requirements ormshandling of prodect while in production o in prepamation for mnsi,

- mability of our contrst supphers and minulscturcns b effcently and costcffxtively incraie and mamtam high vickls and batch quality, conzitency
and 4 tabalily,

" our mabilty to develop an FILA appeoved bioassay for relesse of any fsture produci:

- difficulry in establshng optiml deug debivery substances and technigues, production snd storsge imethods and packaging and shipment processes,
- tram portation and mportepon M patculrdy groen the global natan: of our supply chain:

- delavs m analytical reslts of faikiee of analytal tochnaques that we depind on for qaality canenol snd rekease ol any fature prodsct;

- lluﬂl duasters, pandemics, bibor disputes, fnancal distress, lick of aw matonal supply, ssues with Golitics and equipment or other forms of
toh jons of our comtrmct i and sapplies, and

. latenit deliocts that nuy become apparent sflcr the prodwed has been nebeascd and which nary resull m rocall and destiction of product.

Any of these factors could resull in debays or higher cosrs in connection with our clmical triaks, regulstary submissions, required approvaks ar commescializstion of
o produet candidses, which could harm oor busi financial condik ing resubts and prospects.

A operating reslts sy Muctuate sipmfeanly, wihdch sakes our fitire aperating roadts difficelr i prodics amd comld crime cur aperating reslts fo finll
Belaw expectations

Ot aperations to date have been prmunby Bested 1o rescarcbmg and developmg our product candidalos and undonalong prechnical stadses and chnacal tals of vur
product candadaies. We have not yei oblaned regubiory approvaks for any of our product candulates. Consequently, any predutions you muke aboud our fafure
suceess or vishility may not he & accurste as they could be i we had o ager operting hstory or approved prodacts on the murket, Fusthermore, our opemting
results may fuctuate dus to a varety ol other factons, many of which are outssde of our control and mary be diffioull 1o prodict, mchading the following:

- delays in the commencement, enroliment and the tmng of climical testng for our product candidates;

" the twreng and swocess or i of chnkal inals for our peoduct candidaies o product candid: or any aiher change | the compeiine
Lindscape of our mdustry, nchadng comsoldation Smong our compalion of panndes.;

]
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. any deliys m latory neview and app of product candidates in clinical Js

- lht_thinnmdmlolllndlewlnt'mclmw in, reseanch and development sctivities relsting to cur prodact candidates, which nuy change from time:
o N

. he cosi of musufacienng our prodact candidates, which nuy vary & dimg on FIDWA, guidslings and L and ihe quanidy of producizn;

- our shility 1o obtain sddeionsl fundmg 10 develop owr prodisc candidanes;
. expenditures that we will or ey inour 10 scquire or develop addi | product candatates and technokegi
- the kvl ol dermand for ous produst candadates, shoukd they recelve appraval, whach may vary signaficanthy,

. potentisl sabe eifects of our product candadates that coald delay o provent commoncialuaiion of cause an approved drug 1o be taken off the nuskel:
- the ability of patients or heallbcare providers o oblain coverge ofof sullicn! reimbursamnt for our product candidates, i approveds
= ourdependency on thind.panty manufscturers 1o supply or musmiaciuse osr product candidates;

- oy shility to establh an effective sales, marketing snd distrbution infiastrachure in a timely maner;

o emarket aoceplance of our product candidates. f spproved, and our ability 1o forecast demmand for thase product candidates;

- our shility 1o receve appraval and commarcalae owr product candidales oataade of the Unied Suases;

- wais ahiliry 16 establsh and mantam colaborations, heensmg of other amangenienls;

- our shility and thind panics” abalities to protect mtcfleciual property rights:

- wosis refaied 1o and outcomes of poteniial litigaton or other dis pates;

»  ourshility 1o sdequately support future growth.

- our shility {o steract and retam key pemsonse] o manage our business elfectmely:

o potential Babiltes o with hazard b

. wur shility 1o mumtan adcquate maurance pobois: and

v fulire sccounting proncundaients of changes m our accounting poliacs,
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Ohur speruing reslts and Nguidity needs could be negatively affected by market avef
Our opemting resubs and bquidity could be pegatively affected by 3 diti bnlhlnﬂwlhloﬁﬁllm and elewhere around the world, The
market for dricrtionary nedwal products sad durcs fay be pantaculely vlnerable 10 uns dithors. Some palcnls moy conskder coitam of

our produd candafates 10 be ducnctonary, and i ull reabisrs el for such products & not availible, domand for thesc prodiscts oy be ted 1o the diseretionany
spending kvels of our tageled paticsd populaiions, Dn-mtmdmmmﬂoqnty and debl mukels hwewnendmdmmmluw
heightened voluilny and nmod based on domestic and | and In the event these condgions arsl
cantines of womecn and the markets continuc to remein valatde, our operalmg rosalts and bgukliy coulil be advemely affected by those Scton i meny ways,
mchidmg weakonmg dormnd for cortam of our products and mbmg # moee difficul for us 1o mane funds if pecessary, and our stock price may dechme. Addonally,
althiugh we plan to market owr prodscts primunly i the Undted States, our panmers have e ghobal opertions, ndirecthy ng s 1o nisk.

Chur hpectrens and aperations would sigfer i e evenr of fallires b ose ietermel compiser St

Despite the mpkementation of securily measunes, our miomal compuler systons, .ndllmu of our curmend and any ﬁjmn:mm contracion and consulanis are
vulmorabde tis dammge from compater vineses, enasthonizod aceess, natural g warr and tek won and chectrical Ssilancs. While we have nat
experienced any such material system failure, sccident, or security breach 1o date, if such an event were ta occur and cause Imtermaptions in our operstions, # coukd
revult i 8 matcnial disrupton of our manu bcturing sotbatics, developeent progrems and our business opertions, For casple, the lass of panulbcunng reoonds ar
choical trial data from completed or futere chnical tiak could result i delays in our regulstory approval efforts and signaficantly ncrcase owr costs bo pecover or
wu;emu. Toqbgzigu thal any deiruplion or securily breach were to resull m a loss of, or damage Lo, vur data or applations. or mappropriale declkesure

fidential or p o son. we could incur lobility amd the flarther commencialzation and developnent of our products and product candadstes could
Nd:hyal
Weare depersdent chunligy, and sur systemn and infrastructune foce certain risks, including cybersecurity and data leakage risk.
Sigmfie d [T hnolagy systems or hreaches of securny could adversely affect our husiness. In the ondinany cousse of

uisimens, we calloct. store, and trancne Lirge amounts of conlidential mfomution, and & = critaal that we do w0 | a socuene muaner 1o auntain the confidentislay
and integnty of such confidential mivrmston. The s and conplesty of oar mformution technology systoms, ln-d Ilwl-c Druﬂlhﬂm vendors with whomwe
contragt, muke such systems potentially vulnerable to service mberruptions and secarity breaches fo I actions by our emplovess, parners,
or vendors, fom stsiks by oulicious thind panties. or from intentional or secidental physieal dannge 1o our ihsm infrastructure mamtained by us or by thind
partis. Maistainmg the socrecy of this confidential, peoprictary, of iRy socnat & iy 1 aaf Coptitive basinesd posiian. While we have i
siops 1o protect such won and myvesiod |m ¥, thers can be ne susurance that our cfforts will prevent sorvice Intamuplions oF sccufily
breaches m our systems or the unsuthorred or madverient wrong ful nse or disclosure of confidentul nformution thal could adversedy affect our busmess operations
or resall in the loss, descmnation, or misuse of crtical of sensitive miormation. A breach of our secunty messunes of (he acodental boss. madvertent dsclosire,
anapprovied dusomnaton, msappropriston or mense of teede secrets, proprctary mfarmtion, of sther confidential mormtion, whether as a result of thefl,
hacking, i, inckery or other foms of deception, or fur amy other rason, coull onable sthers 1o produce conpeting products, use cur poprictany technology or
mlsrmtion, or affect oar b or finamcid dition, Further, any such mternaption, security breach, loss or disclosare of confidential infomution,
could resull in fmancil, kgal busmeis, and reputsenal hamio us and could have o materal sdvenie effoc on our busineas, finangial position, reails of operations.
of cash flow.
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Risks Related to Our Infellectual Property

We may not be able to obtain or enfirce patert’ rights or ovher intellectined property rights that cover one product condidates and technelopies that are of
rifficient breadrh to prevesst thivd parties from competing agaimg i

Dhar smcores with respect o our produect candalates and technologies will depend in pan on owur ability to obtain and nuintain patent protection in both the United
States and other countrics, mmmrwmmmibmﬁﬂpmﬁmnhpgwmmnﬂqrﬂm ‘Dhar abiltty to progect any of our
product candidates from horined o infringing use by third panies depends in substantial pant on our abdity to obtain ard maintsin vabd snd enforceable
palents of enforce confidertulity comescs,

Ohar patents mchade boensed patesis and patent apphcations m the United Stades and foreign unsdictons whene we believe thene i a nurket epporfiunity for cur
products. The covered technology and ihe scope of covemage vary fom country to country, For those countries where we do not heve pranted patents, we nuy not
have any abilay to prevent the hemued wic of car technologics. Any patents. thal we may ohtain muy be narmow i scope and thas casily cioamvenied by

. Further, im conmtrics. where we do not have granted patents, thind partaes may be able 1o nuke, wsc. or sell products Kentscal 10, or sabstantnBy s milr

o, ovur peoduct candidates,

The patcat sppleation peocess, aloo kown as patent prosccution, b cxpenchee and tme-consusmng, and we and our curremt of futuse Boonsom and Becnsecs may
ned be able 1o prepare, fik and prosecute all neccssary or desmable patent applcatons at o reasonable cost or m a lacly nunnee E.lhopml#hlhnwrwm
curreni boensors, or any fuluse boensors oo loensees, mﬁiwdanlivpalcrllbhlsp«hvfmmnﬂrIIdenIIie Dwnl:ul‘ and ¢

activitks befan i is foo libe fo vhtain patent protecton on them Therefore, thesw and any of our patenis and ap eyt be d snd enforced s
manner consistent with the best mterests of our busness, lnmmhkl‘laMﬂnfhmhlhm:pﬂmnmﬂgnl‘nwpﬂmwm[#nﬁmmm:ﬁr..
armuy arise i the future, such as with respect to proper priorty clams. mvenloship. chimscope or patent term adgastments.. I our curmenl beensars, or any fature
Bcensom or beensees, are not fully coopenative or dsagree with us a3 10 the proseostson, mamtenance or enforcement of amy patent nghts. such patent rights could
brwwmdndwwtmkﬁlﬂowwummw ﬁwnmh;.usmuﬂdulmmnwmcmm mhumwlﬂuldc&mnlkfomor
preparation of our pabesls of patent appheations, such patents of apphications miy be mvakd and . Monedver, our comy nmy milep
divelop eqaivakent knowledge, ncthods and mmanrorm:umm i otir shility 1o prevent competition from third paries, which muy have an
adverse mpact on our busi financial g resulis.

Dasc 1 kegal standanls relating to patcntabality, vabdaty, enforccabibty and claam scope of patents covorng phammceutical myentions, our abdsy to obtam. rmmtam
and enfisrce patents is uncertain and involves complex kgal and factual questions, Accardingly, rights under any existing patents o any patents we night obeain or
leense mmy nod cover oar product candidmes, or may nod provide us with sulficient protoction for oar product candidsies to afford s conwmercial advantage against
competiive products of proceunes, mehuding those from branded and genenc phammccutical companics, Is sddition, we carnot guarsies that any patems will msue
from any pending of fislare palonl apphcations owsod by of boonded Lo us. Bven o patonts have mstied or will s, we cennol guarniee 1hat the chems of these
palents are or will be hiekd vabd or enforceable by the cowrts or will provade us with any significant proteciion agamsi competive products or otheraise be
commencilly vahable foas.

Conpetitors in the fickd of demutodagic therapeoutios have created a substantial amunt of pror an, inchsding scientfic pubbcations, patonis. and patcnd applications.
Ousr ahilny to obtam and ramtain vahd and enforceable patents depends on whether the differences hetween owr techsolagy and the prior ant allow our technaology
0 be patemtable over the prior an. Akhough we believe that our technology imchudes conain mventons that arc unique and sot duplicative of any pnot an, we do
nod have owstanding meued patents covierimg all of the recent developenents in our rechmolo gy and wi are ursure of the pateat protection that we will be successful
i obtamng, ff any. Bven if the patents do successfally meue, third panics nwy dedign anousd o challenge the valdity, enforcaabilty of scape of such Bsucd
paicnis or any ether ssued paients we own or beense, which may resull im0 such patonts being namowed, invalidated, or held unenforccable. If the becadih or
serergth of protecton provided by the patents “!:eldﬂmme“tmptﬂlowmdwunﬂuﬂu challenged. it could disseade companics from
collaboratmp with us to develop, or thiealen our abilty to slta, our prodisc candid

i ]
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The kaws of seme foreign pmsdsctions do net provile mieBeciual properiy nghts 1o the same edeni as m ihe Uniled Stales and runy companies have encountencd
nificant diflicultics in p i and defemdimg such rights in Foreign jurisdictions. 15 we encoumster such diflicultics in prolecting or an otherase precluded from
:‘ka1iv¢pmﬂmgmm=hluﬂpmp:lw hwm&mm wur busness prospects could be substamtally hammed. The patent positions of phammocutical
amd histechnology companies can be highly uncertam and mvehe complex kegal and factual questions for which mportant legal princples renmin uneesobved.
(hanges in ether the patent lows or in the nterpretstions of patent laws. in the United States and other countrics may dimmish the valoe of our inteBzciual propeny,
Accordingly, we cannol predict the beeadth of clakms that may be sllowed or enforced in our patents of i third-party patents.

The degree of filfure protection of our proprietary nghts i uncertan. Patent protection nuy be anavadable or severely limited in some cases and nuy not adequately
protect our rights of permit us to gain of keep our competitive advantage. For emmple:

- e mght not have been the fint 1o myent or the fist 1o e the myentions covered by cach of our pemlng patent apphcations and Bsued patenis;

- withers may mdopendently develop simbar o technokegics or any of our technologics

- the patents of others may have an adverse ¢ffect on our business;

» amy patenis we chizm oroar eensen” ksued paienis muy ned encompass conmeriady vishle produsts, mey not provide s with any competiine
advantapes or may be challenged by thind paitics:

- any patents we obtam on our n-Soensed Bsued patents mry mot he valid or emforceable; and

" we ruy nol develop additional proprctany iechrolk ihad are

Paterts huve o Svited lifespas, bn the United Ststes, the natursl expimtion of 3 patent i gemerally X0 yesns fom s carliest non-provisions] prorty spplication filmg
dale. Varwus cdcruions may be availible; Bowevee the bk of a patent, and the proteciion @ affords. b hnstod. Without patent protoctien for oir product candidaies,
we may be open 1o competition from genenc versions of our proded candudates. Further, the exensive perod of time between patent fling and regulatosy approval
Tor a product candidate lmits the tire during which we can market a prodisct candidate under patent protection, which muy particularly affect the profitability of our
carly-siage product candidates. The beensed LS. patents relstng to DMT 10 coplred in 2022 and 2003 or we have abandoned and will nod be eligible for patent tem
cacnaien i approval socum afler patant expiration,

Propeictary trade secrets and unpatented knowbow are sl very Eponant t our busicss, MMLWM:MLWWWWM:WM
unpatented know-how by cavenng into confidentialty agrocments with thind parties, and itk | property p with cemain enph
consulants and advisor, third panscs my #18 ohtsin this mRamton, of we sy b unsbie 10 protect our ights. W also have Bmited mmlnmlbopmwmof
trade soorets used by our supplen, nunulacturers and other thind partacs. There can be no assurance thal bndmg agreemenis will not be becachied, that we would
have adequate remedses for any breach or that our irade seerets and d kmerw-how wall not stherwise become kmowm or be mdependently discoversd by eur
uowmon 1 trade: sexveets are independently discoversd. we woakl not be abk to prevent their we. Enfarcmp a clim that a thind panty illegally oblained and &
asing oar s scrcts or umpatontod ksow-how i opensive and tme-consumng. amd the oatcom: & unprediceshie. In sdditon, courts outsikle the United States
may b ks willmg 1o protect 1msde secnet mfanmation.

Recerst patent reform lepislation coud fncreae the iraties amad ot the prosecution of our patens applications ami the enfo or
deferse of our fiure patets.

Our ability to obtem patonts o highly uncentain because, to date, some kegal prncples ronndn uamceohod. there bas ot becis o consistent policy reganding the
breadih of mterpretation of clins allowed i patents m the Unsied States and the specific content of patents and palent applcations that are necesary to support
and interprel patent chains & highly uncertan due to the complex nature of the relevant kgal, scientific, and Botual Bsues. Changes in either patest bus or
imterpectations of palent bws in the United Sasies and other countries may diminish the vahie of car intellectual property or namow the scope of our palont
pratection,




Linhle of Contcrts

For exanple, on September 16, 2011, ihe Leaby-Senith Amenca lavents Act, or the Leahy-Smith At was signed wio ko, The Leahy-Smith Adt mclodes a nusmber ol
significant changes to Unsied States patent low. These inclade provisions that affect the way patent applications will be prosecuted and may abkio affect patent
leigation. The United Stancs Patest and Trademark Office, or USPTO, has developed mow asd antested regubitions and proceduscs to govem the fll mpkaemtation
of the Leaby-Smath Act, and muny of the sobatantive changes to patent b associted with the Leabyy-Simth Act, and in partscuh. the fint to fle provsons, only
became effective m Manch 2015 The Leahy-Smh Act has abo introduced procedures makng & casier for third paries 10 challenge ssued paients, 25 well as 10
intervene @ the proscoation of pateat applcations. Faally, the Leahy-Srith Act conlains new statatory provisions that require the USPTO to isue now regulations
Tor their smplomentation, shd # Fay take the cours years fo micrpeet the provisasns of the pew statute. 11 i too éarly to 1ol what, i any, inpact the Lealy-Smith Act
will have on ihe ion of oar business and the and enforcement of our intellectual praperty. However, the Leahy-Soih Act and its inplementation
could mcrease the wncertai and costs ding the ion of our patent ications aad the eaforcement or defense of our future patents. Further, the
115, Supreme Court bas ruled on several patenl cases in receni years. eiher narrowing the scope ol palemt protection avaibble in cenain covunsiances or weakenmp
the rights of patiml vwnens in certam silustons, In asdditon 10 ncreasmp uncotamity with regand 1o our ability to obtain patents in the s, this condbmation aoff
evints has ervated uncertaingy with respeet 10 the valae of patents, onee sbtamod. Depeniding on sctions by the VLS. Congress, the foderal cowrts, and 1he USFTO,
the bras and regulstions goveming patents conld change i unpredictsble ways that would wesken our shiliry 1o obtsin new patents of to enforve patents that we
Bave owned or Brensed of thal we might obtain @ the faure. An inabilty 1o obtain, enfiorce, and defond patents covering our propaictary techrologics would
matetially and adverscly affect our busmess prospects and fnancial conditian.

Semlarty, changes in patent lows asd regulations i other countries or ursdictions or changes in the govemmental bodies that enfoece them or chaspes m how the
relevant govemnenial authanty enforces patent biws o regulstons may weaken our ability to obtan new patents o1 to enforce patents that we may obtain in the
fture. Funibee the laws of some forcign coantnes do not prolect propriciany rights 1o the san: exent of in the sane maaner as the lws of the United States. As a
resall, we may encounter significant probloms i protocting and defendm g our ntellectual propeny both i the United Seates and sbroad. For camnple, ifthe ssuamce
10 i, in 8 giien country, of o palent covermy an invention & ol fallwed by the & n other of patents ing the same mvention, or if any
Jaducial interp o of the valdiy, hiliry, of seope of the claime, of the wiltten description of cnablement, i 4 patent Bsued @ oae country is not & mmlr 1o
the mempectatan given 1o the comesponding patent msaed n another country, oar abiliy 1o protect our mlcloctial propeny m these countres. may be lanited,
(hanges i cither paient bws or in inferpretadions of paicnt biws @ the United States and oiher coustrics muy muterally diminish ibe vahse of our mieliocial
property o namow the scepe of our patent protecinn,

W muy mot b alble o protect owr intellectsel propenty rights troughou the world,

Filng, prosecuiing, nd.d:&-d-gpd.nls on nurpmdm candidates n-lmmmei throaghout the world would be prohibainely expensve, The lﬂpnmmn for

patentabadiy may differ in contam iy developag I sddtion, the biws of some foncggn = dowl_pmlm !
qﬁummmrrmuslnsn|hl,‘nhdsmn Consequently, we may not he able 1o prevent thind partss from p ng our nall

outs e the Unied States, Conpetitors mmy use ml«lnnh;napm:lhms whine we have nod abtained patent wmm:nkmhpﬂmompmm and,
fisrther, muy export oth wonies where we have patent pmtection, but enforcement on infiinging activites & inadequate. These

products ruy compas with our produgts, ndwmnu orother micllooiusl propeny rights may not be effeciive orsufficient 1o prevent them from competing.

Many s have roblems. in protecting and defendmyg miclleciual propety Aghts m fomggn jumsdactons. The kgal systems of certain
countrics, paricularly cerlain developing counines, do not fvor the enforcement of patents and oiher inlelieciual property proteciion, pasticalaly those reling io
phamuseutical, which could nuke i daflficull for us to stop the mibngemest of our patents of maiketing of competing products in violition of oar proprictary nghts
generally. Procoodmgs to enforce our patent rights m farcgn prmdictions could resakt @ substantial costs and divert our cfforts and attention from other as pects of
our husmess, could put our patents at risk of being nvalidated or mterpreted namowly and oar patent applcations a1 ik of not Bsung, aml could provoke thinl
partics 1o assent chims againet as, We nuy pot prevai in any bwswits that we initiate, and the danmges o other remodics awarded, iFany, moy not be commercially
meanimglul In sddeion, conuin countrics in Farope and cenain developing countrics have compuleory leensing biws snder which a patent oungr may be compeBied
w0 grant fecrscs to thind parics. In those cousined, we iy have lamtad romedics o our patonts asc infreped of i we arc corpeliod 1o grant & lionsc 1o our patonts
to a thind party, which could muterally demnish the vahue of those patents. This could kit oor potential revenue opportusities, Accordmghy, our cfforts 1o cnfosce
our mniclectual properiy nghts ansusd the workd muy be mad o obiain a signi ul advantage Eom ihe micleciual propery that we own or
lcense, Fmally, ous ability to profect snd enforce our micloctas] propeny mghts may be advenely alfectod by anfosescen changes in foncign mieleciual praperty
bws.
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i annd oniar perfend deperdy onr compliance with varfous I, devcamens Jor and ofher requirements
impursed by governmental patent agencies, and o paten wldl be redced or efim { foor non- di with these. !

Pereds: muintenance and aneuity fees on any wsweed patent ane doe 10 be paid 1o the USPTO asd foreign patent agoncies in sevenl stages over the ifetime of the
patent. The USPTO and varcas forcign governmental pasent agencks roquin: complance with a number of procedursl, documentary, foe payment and other simila
provisiens durng the patent applcaton process. While an madvertent lipae can in many cases be cuted by payment of a lite foe of by other means i acconlance
with the applicable rules, there are stuations n which nonconpliance can result n shandosment or bpse of the patent or patent application, resalting m panal or
complete boss of patent rghts in the relevan prsdiction, Non-complissce events that could resuh i shandonment of lapse of o patent or patent apphcation inchide
lailure to respond to olficial sctisns withm prescrbed time Bets, non-payment of fees and filure fo properly kegaliz: and submt formel docusents, 1T we of sur
Beensors fail to Amintain the patents and patont spplications covonng our prodict candidatcs, our competon might be abls 10 enter the rarket, which would have
an adverse effect on our busmess.

Bfwe fiail fo comply with owr obiigatioe waler owr infellectsal property Noeme agreements, we could lase Noere rights that are important fo o Badnes

We are & pany 10 cortam hoense agreenicnts that mpose varows ddgence, mileepone, royally, msursnce and other ohbgations of we. [ we fall o comply with 1hese

‘the nespective may have the nght te tenmmaic the boense, m which ovent we nuy not be able to develep or mardket the alfocied product
candudaie. The loss of such nghis could muicrally adverscly aflect our business, imancal condden, operaimg resulis 2nd prospecis. For more mivereien shout
these heense s Ha ~olaborations and Licemse Apr "

B

Af we are e flor imfrimging intellectul property rights of third parties, it will be costly and Sme-comuming, and an anfireroble sutcome i that {itigation
conld have o saterial adverse effect on o brednes

Dur commercial sucoess deponds upon our shilty to develop, munufacnare, nurket and sl oor prodoct candid: mnd use our proprictary technalogies without
mifinging the proprictary rights of thed panics. We cannot gusmnice the perketing and selling such candidates snd weing such technologics will not infinge
exnting of fature pateats, Namcrous US. and forcign meucd patcnts and pendmg palcet appheations owiod by third partacs et = the fickds relating 1o our product
candudates, Ax the batechnology and phammecoutssal mdustncs expand and mane patents are msucd, the mk movascs that others may asse thal our produst
candadates, Technobogies or methods of delivery or use mfinge thew patent rights. Moreoved i is pof ahsuys clear Io dusiry participants, mokading us, ahich
palents cover various dnegs, biolagics, dneg delivery systens or ther methods of use, and which of these patents ey be valid and enforceable. Thus, because of
the Lasge aumber of patcals sssed amd patem appleations filed @ our elds. there may be a ek tbhat thad panics moy allege they have patent rghts cncarpassng
ourproduct candsdaies, lechnologies ornethods.

In sddition, there moy be msued pacents of thisd parties that are infinged or ane aleged 10 be infrmged by our product candidates or proprctasy techno boges
Becaiis aomo patent apphcalions in 1he Unted S1ated may be madstandd i secrecy wntl the patems ane miued, bocaise pasont applicstons in the United Sanes
and many forcign ursdctons arc typically not published until eightecn months after fling and because pubbcatons in the scientific licrature ofien lag behnd
aciual dwcovencs, we cannot be ceriam that others have not filed patent spphcations. for technology covered by our cwn and m-Soensed ssued palenis or our
pending applications. Our competitons nuy have filkd, and mey in the fisteme file. patent apphcations covenng our product canddates or techrology sEmlar o ours.
Any such pareat spplication muy have priorry ever our own and m-leonsal patent apphcations or patents, whach could further roquine ws to obtam mghts 1o ksued
patents covenng such technolsgies. INanather panty has fiked a US, patent application on mventions samlar 1o those owned o n-licensad 10 us, we on inthe case of
medicensed technology, the Beensor may have 10 panwipate, i the United States, in an mierference proceedmg to determmne pronity of invention,

We may be exposed b, of thieatened with, fature Brigation by thind parties having patent of other mieliectual property rights alleging that our product candidates or
propaclary lechnokgies mimge such thed pariss" miclectual property nghts, mcledmng Migation resulling mom fling under Pammgraph IV ol the Hatch-Wigman
Act. These biwsuits could claim that there are exsting patent nghts For such drug and this type of lfigation can be costly and could sdverscly aflect car opemting
results amd diven the auention of nunageral and technical pemsanncl, even #we do sot infige such patenis or the patents assencd against us are uhisaicly
eatabimhed as invalid. Thore & a mk that a coan woukd decids that we are mrmpmg the thind party’s patents and woukd onder us 1o stop the actvites covored by
the patents. In addition, there & o isk that a coun will order us to pay the other party danuges for having vielated the other party's patents.
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As aresull of patent minngement claine. or to avosd potential ches, we mry cheose or be requined o seck Beenaes from thind partics, These lcenses moy mol be
availible on conwrercialy acveptable tens, or at oll. Even iFwe are able 1o obtain a beense, the leense woalkd Beely ohligate us 1o pay leense foos or royaltics or bath,
anl the mghts grasted to us mght be nonewlusive, which could resul in our competiton gaming acocss 10 the same inteliestual propomy, o sech nights neght be
restriciive and bt our present and fatare activities Utimately, we ora boensee could be prevented from commencalizng a product ar forced to cease sone aspect of
our hasiness operations, i as & resul of sctual or threstened patent infringement chains, we are unsble 1o enter imo bcenses on acceptable terms,

In addaion 1o poss bk mibngoment clirs againat us, wo ey boooine a pany i othor putent uuwnwmpmm\hp inchadimg mlerferonce, derivation, re-
wxummation or other post-grnd procecdmgs declued or ganted by the LPSPTO, and s inilar m foreign 5 ing mtellectual property rights
with pespect to our camvent or of our oiber preducts.,

There s a substantial amount of Migaton myvabvmg patent and other ntellestual proporty rghts @ the batechnolagy and pharmscoatacal mlastries pencrally. Ta
dale, no Wigation assorting infingemint clais has ever beon brought against us_ 1M third-party clame that we infimge its mtellectaal property rights, we may face a
murrher of Bsues, including:

e minngotent ndnlhnmkhmlpmpmy:l-m which, dhess of i, may be o and tinme-c ing 1o Migate and may diven our
s [fram ur core buse

. suhstantal demages for nfrmpement, which we my have o pay if'a coun decades that the product o technelagy ot msus mikinges or vielares the thind
party”s rights_ and if the coun finds that ihe mingenmt was willfil we could be crdorod 1o pay treble damogeos and the patent owner's atiomeys” foos;

= ocoun prohibiing us from sclimg or boensing the prodict o using the iechnology usless the thind party beenses s micllectual property rights 1o us,
which it B not requined 1o da;

= ila beense s svailable Boma thied pary, we oy have io pay subsiantol royakies oruplfrost foes or gant cross-beenses 1o ntellectual property nghis
o our prodects o lecknokgies; s

- redesigning our produscts o processes so they da not nfringe, which nuy not be possible or may requine substantisl monetary expendineres and time.

Some of cur compeisions mey be able bo sustam the costs of complex paient Wigation more elfectnvely than we can because they have substantlly greater resources.
In additaen, any uncertaintics resuliing from the mitation and contineaton of any Iigation coull harm car abily 1o mise sddional fumds or oiherstse advensely
affect our business., financial conditon, eperating results, aml prospects.

Because we rely on cenam third-party boensons and partners, and will costeue to do so m the fistare, if one of our hcensors or panners i ssed for nimngeg & thad
pany’s imelieonzsl propenty rights, our besingss, financial conditi resahs, and prospects could suffer in the same masnge as if we were sued dically, In
addition to Gy bigestion ks, we have agreed o mdemmify m-u:hd-pmy Ieensors and panners agamst climm of milbngement cansed by our proprctany
Sechiokgies, aml we have enfered or nay enter mio cost-sharmg agreenemts %ith some our ensors and parimen: that could requare us T pay some of 1he costs of
palent ligation hrosght against those thind patics whether or nol the aleged infimgement b caused by our proprietary technokogies. In conain instances, these
cont-sharing agreements could alio requine s 10 sssune greater responsibility for miingement damges thas would be assumed past on the basis of cariecheolegy.

The occumrence of any of the foregemy could adversely alfect oar business, fmancml condition, or sperting resulbs,

Wi may becowe imvolved in lawsits i protect or enfores our patents or other intellectiel propersy or the patenrs of ouwr Beessors, vlich comld be expensive amd
o

Competitors may miinge our imeclocius] propeny, mclodag our patents of the patents of o beens om, As 3 result, we may be roquired o (il infingement claims 1o
stop thied-pany mfrmgement of unaalbortod wic. This can be openene and me-consaneng, pansulicky for a conpany ol awr st In additon, n an mimgeient
proceeding, a cowrt muy decade that a patent of ours i not vabd or s onenforceable, or may refuse 1o stop the other party from esing the technology at Bsuc on the
groumids that our patent chams do pol cover B techsology or thai the fictoms mumhmmmchnmmmuiuummllunﬁada\nad\me
delermmation of amy Bigation or other procecdmgs could pul one or mone ol vur patents o1 risk of being mvakistod, e such that they
do not cover our product candidates. Morcaver, such adverse detominations coald pat our patent wnmumknlm-;mnrmnnlmmmmd
potcntially insdequate scope o cover cur product candsdates or to prevent athers from macketing similar products.

B
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Inferference, devivation, or other procecdings brought @ the USFTO may be necessary 1o determme the priviily or palentability of inventions with respect to our
paleri applications o1 those of our lisensors or petential partners. Laigation er LSFTO proceedimps broughi by us oy (il or may be Bvoked against us by thind
paitics. Bvem if we ans successful domesti:, or foscign lrggation or USPTO or forcign patent office proceedings may resultl in swhstantial costs and distraction 1a our
munagenent. We may not be able, alane or with our Beensors or potential pastnens. to prevent mEsapprop: of our setary rights, partsularly in countries
whiere the lyws ny not protect such rights as fzlly as in the United Stmes,

Furhermorne, bevauss ofthe substamiml smounl of decovery requingd 0 connection with intelloctieal propsny Btggation or ofher proceodmps, then: # 8 rsk that some
of oar canfid ] ewiild be conpromised by decksure dunng this type of ligation or other procesdmngs, In addition, dunng the counce of this kied of
Eigation or proceedings. there could be pabhc announcements of the results of hearmgs, motions ar other mienen proceedings of developmenis or public access 1o
related docamenis. INinveston perceve these resulls 1o be negative. the nuskel prce for our common stock or Wamanis could ke significamby hamed.

and confidentinliy agr f MMMWMMmMMJMWHmMW
infermaanion

‘hcmdﬂplnprﬁl.yhﬂ'mm'c fik 1k fiow asd d know-how b0 be mpotant o our busmess. We mmy rcly on imade secncts or
| knew-haw o protect car technology. especially where pateni proiection is bebeved by us to be of Bmied value,

T progect this fype of mBsmution against dsclosune or appropristion by compettons, our pobicy u!nmﬁnw Ty & Ranis, e

and advisors to enter meo confidentiality agreements and, if applicable, material trans fer arother simlar sgreements with us prior
w0 begnning reseanch or dischsing proprictary These typacally lamit the rights of the thed panmics w0 use or disclose cur confidentnd
mlormation, ncuding our mads secrets, However cumont of foemer caployecs, consubants, collshorators, contractons and advisors pay unstcnionally or willfislly
dichose ol confidentul miormalon o compeiilons, and confidentzalily agrooments may nod provde an adequate remedy i the evenl of unautheriaed daclosare of
confidential marmtion. The need b0 share rade secrets and ofher confidentul mfommtion mreases (e ek thal such frade secrets become kmown by our
conpetivon, ane nadverently incorporated imto the technology of others, or ase dsclosed or used in violaton of these agreements. Civen that oar proprictary
poaition & basad, in pan, on cur know-haw and 1esde scorets, 8 conpatfors dscovery of sar tmde socrets ar other unsuthorbed use of dnckosur: would mmpair our
competitive posdtion and nuy have an advene cifcct on cur baziness and results of opemations. Frforcmg 2 clam that a thind party ohtaned illegally and 5 msmg
trade seorets or comfidential knew-how B expenzive, time comsuming and unpredictable. The enfircesbility of confidentialty apreements mary vary from jurisdsctson
o jursdiction

In addition, these agrecments typacally restrict the ability of owr eoployecs, s and advisors to publsh data poteninly rltng
fo cur trade secrets, akhough our agreements muy condain cortain lmted pubhcation nng Despae nuuﬁnm to protect our tade secrels, sur compotton may
ducover our tesde secrets, cither through breach of our apreenamis with thanl panties, Bdependent develapaent or publication of infomution by any of oar thnd-
paity collboratan. A competbors dscovery of our iesde secrets woukl mpair our competitive position and have an adverss irpact on our basiness.

Wi may be subject so claimes that our cagloy deimmts, or independert have wrogfully sesed or diselosed to v alleged trade secrets of their
Jormer emplayers o fheir former oF Currend crodomer

As & conmmon 1 the bistechnology snd phammcentical mdustries, conam of cur enployees were fommerly employed by other biotechnology or ical
corrpancs, inchuding our conpetRon of patcerial competiton . Moseover, we engage the services of conshants 1o st us n the developient of aier products and
pmlnn candudates, muny of whom were previously cenployed at or muy have previously been o are currently providing consulimg services to, other biotechnolagy

il companies, including our conpetiton or polentil conpeliton, We nuy be subect 1o clams that these enployecs and comullants or we have
-dwm:llb' or piherwise used or disclosed trade secrets o other propriciary mfermation of ther former eoployers o1 thee fomur or cunenl casiomens, Alibough
we have po knowledge of any such clims being allcged 1o dae, i such clasm wens 1o anc, Bigaton may be noccssary to defond againat any sush claims. Fven if
we anc successful | defending agamst any such chmms, any such higgation coald be prtracted. expensmve. a distraction to our management team, not viewed
favarnbly by mvestors and other third parties and may potentislly result in an unfavomble outcome,

1 over paters term expires befiare or soom afier owr products are approved, or {f mamgfaciuners of pemeric or Mosimelar drgs scoessfilly challenge our patests,
wiar busciowess gy e musterially haraed,

Patemis have a beitod duration, n the United States, (IF all immienance focs ane ey pakl, the natusal expimtan of s patent is pengrally 20vears from s carlis) US
non-provisional fileg dale. Vnous oxonsions may be avadable, bui the k& of a patont, asd the protection @ affords, s e, Ben if patents covorng our produst
dad. ihew oruse are obtamed. once the patent kie has expred, we mmuy be open to on from ithve medications, mhiding generic or
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TDependmg upen the timmg. durstion, and comditions of FIM marketing approval of our product candsdates, one or more ol cur Uniled States patents may be chybke
Tor lnited patest term extension under the Dnep Price Conpetition and Pateat Tomm Restoration Act of 1T, refered to as the Hatch-Waemn Act, and simslar
kgsliton in the Baropean Union. The Hatch-Wasnun Act pemstis a patest femm exensmon of up to fue year for a pasent covermy an approved prodec as
conpenaation for effective patent term lost during product development and the FIM reguldtory review process. The patent term extension canmat extend the
remmining term of & patent beyond s total of 14 years Fom the date of product approval, and only one patent appBesble o an approved drug muy be cxtended.
Iowever we may sol receive an extension i we Gl to apply within spplicable deadines, fdl to apply prior 1o expinition of relevant patents or othorwine (il 1o satisfy
appheable poquircmonts. Moroover, the kength of the excrsion could be keis than we requcst, Bve ase unably 1o oblaim patent tomm exdons om o the lermol any sich
exension @ bess than we request, the penod durmg whach we can enforce our patent nghts for that prodact will be shorfened and our competors nuy obtan
approval to murket competing preducts sooner than we expect, Alo, ibe scope of our right to exclude darmg any paient tenm exbension penad muy be lmsted ormuy
noq cover a competitor’s product of product woe As a resall, ous evenue fomepphiable praducts could be reduced, possibly materially,

Civen the amount of teme negquared for the developmont, testing and regulatory review of mew drug candidates, patents protecting sach drug canidadates might oxpire
before ar shomthy after such dnig candidsies sre commercinlized, As 2 resul, owr patents and patent applications muy sot provide us with sufficient rights o exchede
othens from commemialiong prodicts s mler or deatical 1o cur. Any of he fosegoing could have o moterial advere elfon on our competitive posizion, busines,
financal conditons, results of operatmns and prospects.,

Manufscturers of gencrc o bosinslar dnigs ray challenpe the scope, validity, or enfirceability of our patents i coust or before o patent office. snd we may not be
msccessRul m enforcing or defending those mtellooneal property rights and, a5 2 resull, nuy rat he able to develop o maiket the relevant product exclusvely, which
would have a mutcral adverse cffect on any potontial sales of that product. Lhmlhrmunrm-mdpmm:urmm:m mane fram our pendmg
patent apphcations, we will not be sble 10 assen sech patent rights agansi ] and our buss and resubs of operations muy be sdversely
affected.

I ovear bradewirrks ard trade iames wne rol adequalely protecied, then we wy ot be abile 1o bl s recogrtion i eie isrkers of infered ard o bind e
e witverael affectrd.

Our kinregmioned tradenaks or e pames oy be chalknged, mfmged, circ wdxhﬂmwdmmoﬂlnhii‘qngmo&ﬂm Wi iy
nod be able to proteci cur righis o these adermrls and ade names, which we need o build nane i our
ket af micrest, Al lenes, conpeiiion my sdopl trade namcs o indermarks simlir to cus, therchy 'wﬂlu WM o bmhlhmdﬂmlymdpwmh
keadmp to madket confusion. In sldition, there coull be potentil trade name or trademark mimngement clams brought by ownors of other repnitared trademarks or
trademruks that incorporate vanations. of our unregistered mademarks or trade names. Over the long temmy o we are unahle 1o sucvess fially register our imdemarks and
trade manws and establish nane ion based on our trsdermrks and tade names, then we may ot be bk 1o conpete effectively, and our business may be
advericly aifected. Ourcffons to erlbme or protect our propeiciany ights related 1o trsdemaris, made secrets, domain mames, copyrights or other ntellectual propeny
may be meffocinee and could fesult i substantial costs and divorsion of resources and could advorscly mpact our financial condition of resulls of operations.

Lhur proprictary infirrmntion sy be fod, or we pay suffer secorify breaches.

In the ondinary course of our basingss, we colleet and stome scnaitive data, mchading intellctual property, ¢inical il data, proprictary bisincss informution,
pemonal data snd pervoaally dentifable nfrmation of our chmcal tnal subjects and enplovees. in oor data centers and on our networks. The secine processing.
mindenance and ransmiseion of the mlmmbon & crtical o our eperafions, Daptcw:«-i‘y_m wur infomution techeology and mfrastrochane my be
vulmerabl 1o stiacks by hackers or hecached due 10 enployee emor, maik or oiber di Ehough. o our knowkdge, we have pot wenced amy
sach meteral securty becach 1o date, any such besach could comp ks asl the indis slored thore could be sceessed, peblcly dsckned, kst ar
:mhrn:h access, dnchosure or other las nF-i:m-mn coakl mu! m irpk:hm or prococdmps, lability snder lins that protect the prvacy of persenal

pemahties, disrupt oar damage our and casse a boss of confidence n us and our shility 10 condwect clmical
traks, uhwhmulr.ldvmdraﬁmwmlumwdfhywshudmrhm ol our product candidates

]




Lubile of Couigts
Risks Helated to the Securities Markets and Crvamers b p ol Our Conmn Steck and Warrants

The murvket price of onr commen Wock amd Warrants have been volatile and can fuctuate sabstavsially, wiicl coudd reud? in substantiol leses for holders of
apr secimiies

The market price of our common stock 8 highly volizile. The market price for our common stock and Wamans my be volatile snd subject 1o wale flacieatons =
mg the

1o factors

actual o snticipated Mectuations = owr quanery of snpual operating results;

actaal o sntepated changos m the pace of our comoenats achicvonents of our growth mec relative to our competitan:
faikir b0 et o cwved Gnancial citamates and projectiens of the nvestrent conmandy or that we provade o the pubilic,
wsuance of new or apdated rescarch or roponts by secusities analbysis;

whase price and volume fluchastons attributable to meonsstent tnding volume kevels of our common stock or Warnints;

additions or ofkey weather o,

disputes of other developments relaed 1o propoctary nghts, meluding patests, Rigston matters, and our shdity 10 oblam patest pratection for our
technalogics:

ARNQURCEMENT OF wa of sdditional debt o1 equity fimancing effors:

sakes of our commmon vicck or Warmanis by . our marlers or our other stockholden: and

genorad coomormic, maskel or politizal conditions i 1he United Staes orcloowhiens,

In particubar, the market prices of clinxal-stage companies ke ours have been haghly volstie dise 1o factons, mehsdmg, but not lmted to:

avy dieday o failure in & clinics] trial for owr produsct candidmes o receive approval from the FINA and other regulstony sgents;
developments or disputes concemmy carproduct candidate's intellectual propenty nights;

ws oF giar corpaidan lechnologloal maoyalsons;
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v (uctvatons m ke valuation ol companics percenod by mvesions to be compamble to us;

» smnouBcEments By ws or our competitons of signi quisic sermega hips, jomt ventures, capital commitments, mew
nechmobogics of pateais:

e failure o conplele significan] tansactions of collaborste with vendors in manufaciurmg ous produsct; and
»  proposals for kegslsiion that would place restecions on the poce of medical iherapaes,

These and other market and indusiry factom muy cause the maaket price and dermand for our common stock asd Wamrants to flscteate substantially, regandiess of our
actual oporating porfosmance, tt:i:mhuuwnmnmmrlfmumdﬁuthjlhwnimidmm:miww-mundnye&mmawm
the hquidity of cur common siock and Warmmnts. In sddsion, the stock murket in goneral, and Masdag Capatal Markets and ing growth comp n

have experienced extreme price and volume fluctuations that lave oiten beon ted or dis L b the i 40 of these i, In the
past, when the market price of o secusity hus been volatile, holder of that secanty have instiuted sevuritics cliss action ltigation agaist the company that ssued
whe security, IFany of our stockbolden: brought & wsull against us, we could incur substanial costs defending the lawsai. Such a liwsuil could also drver he toe
and atiention of our munagomend.

Chur Warrarts may mor harve oy valie,

There cam be fo s serands that the madct price of our cormon slock will over oqual of cxoed the cxcroie price of our outatanding Wareants. I the cvenl that cur
conmon stock price does not exceed the exercise price of the Wamants during the penod when the Wamants are cxcrcisable, the Wamants may nod have any valie.

A Warrant does pod evdtitle the halder fo any rights ax commaosn stockholders wtil the holder exercises the Warrand for a shire af owr compon stock,
Ul you acquie shafes of our commn slock kpan cxcrcne of yoist Warsnts, your Warrants will not provide you any mghts a3 a commoa stoeckbokicr Upon

ewrcae of your Warmants, you will be entitled Lo cxrcise the nghts of a common stockhobkder oy as 1o mattens for which the necord date occurs after the excrose
date.

We are an “emerging prowth compare, ™ and will be able foke advantage of rediced diseli L] applicable fo fimg growth s, ™
wilthol could warke owr commmmn stock and IWarramts lee aitrective o invedine

We anc an “caergng growth conpany.” s defined m the JOIES At and, for s Jong as we continue 1o be an “ceorgng growth conpany,” we mtond 1o laks

e of conain T from vanous rements apphicable 1o sther pubbe s bt not to prowth o ics.” imchiding, but
not lmited 1o, not being required 1o comply with the suditor attestation requircments of Soction 404 of the Sarbanes Ordey Act. reduced diselosure oblgations
regarling execurive conpensation i our penodic reports and proxy statemente, and exnptions from the requinements of holding & nonbinding advisory vole on
eweulive conpensation and stockholer approval of any goklen parachute paynests not previous by approved. We could be an “crmenging growth company™ Rof up
o five yoars, o uniil ibe carest ol 1) the kst day of the {ind fecal year m which our anoual gross revemses exced $1.235 bilbon, {u) the date that we become 2 “lage
accelerated filer” as defined m Rule 170-2 under the Exchange Act, which would occwr f the market value of our common stock that s hekd by non-affilates excecds
700 mibon as of the Lt busmess day of our most recently conpleted second freeal quarter or (i) the date on which we have Bsved more than 51 bilbon in nen-
comvirtible debt during the preceding thees year period.

We maend vo takic sdvantage of thess repomting exenyptions descnbed abave antil we are i linger an “emengng growth conpany,” Under the: JOS Acy, “cmerging

growtly compana” can abeo delay adopimp new of reveed socountmg siandands ustd such time as thase sandands apply 10 privale compasics. W have

mevocably elected nol 1o avad ourselves of this exenption Eom new of revied accoumting standands and, therefore, we will be subject 1o the same new of revesed
£ dands a oiber public s Thad are pol “emergmg growth companses ™

We cannos predict o mveston will fingd ous conmmon stock or Wamnis ks atimctne il we choasc 1o rely on thase exnptians. If some sweston fisd our consmon
stock or Warrants less atiractive as a resubt of amy choxces to reduce future disclosure, there may be a less active tading market for ouwr common stock and Warmnts
amd the pice of our commoa stock and Warnints ey be more volstile,




Libile of Conicuty
There my e fimaitations o fhe effectivenes of pwr intermal controls, and a faifure of oir confrol sedems fo prevend error o7 frinisd may saterially harm our
A we fanil o fiate o munterial weak or if we experience muterial wesknesses in the future or otherwise finil to maimtain an effective ystem af

indernal controls i the fidire, we may ool be able fo eccuralely or Hmely report o financial condition of resulis of eperation, wiich sy adversely affect
investor confidence im s and, ax o ey, the value of our comemn sock and Warranis

Pror o the compleixon of our matal puble offong m Augusi 221, we had been a private company with lmied accountng perionnel io adequately cxecute our
accounting processes and leited supervmory resources with which to address our infermal comtrol over fnancial reporing. As a public company, we have
desipned 3 control envirenment a8 requined of public companics usder the nuks and regulations of the SHEC

Proper systens of mtemnal contrals over fmancml accoanting and declosure contmbs and procedures are ontical to the operation of a public company. We may be
wnable 1o elfectively establish such systems, cspocially in light of the face (hat we expect 1o operate a5 & publicly reporting comrpany, This would kave as without the
ability to relably assimlate and compils finandul nformation aboul out company and sigailicantly impair our abidity 1o prevent ermer snd dotoot Trand, all of which
wotibd Bave a negative mpact On our company Trom MRy por pectives,

Moneover, we do ned expect 1hat disclosuwre comtroks or intemal comirel over financial reposting, eves il establsbed. will preveni all exvor and all fmud. A conirol
syxiem, no maticr how well designed and operated, can provide only ressonabile, mot shsohale. assursnce that the comtrol systom's obpctroes will be met. Farther. the
design of a control systemimust reflect the Get thal there s resoume comstramis and the benefits of controk mast be considensd relative 1o ther cosls. Becaise of
the infcrent lemitations i all contmal systens, no evakiation of controls can provide shsobste sesumnce that all control Bsues and mstances of frusd, if any, have
been deterted. Failare of cur comtrol svstenis to prevent emor or frasd conld materially advenscly mpact us

i securities o indisiry amnlysts do ool peblivh reseanch or prblisvh inaccwnate o wfinorable reseanch abei oir budness, o sock price avd frading volws
conld decline.

The irsding nurket for eur conmon stock and Wamanis depends | pan on the rescarch and reporis that secuntics or mdusiny analysts publsh aboul us or our
busimess. W do nod curmenily have and may never obiam research coverage by secuntics and mdusiry anabysis, IF no secuniics or mdusin amalysis cosmence
coversge of oar conpany, the trading price for our secusities woulkd be negatively mpacted. 15 we obtan soounties or ndustry asslyst coverape snd if one or mose of
the amalysts who covers us downgrades our securities of publisbes naccurte of unfaverable rescanch abowt o business, oar stock prce and Warrant price would
kcly dechne. If one or more of these analysis ceases coverage of us of Bils 1o publah repants on us regulary, denund §or owr scounities could decrease, which could
cause the price of our securitics end 1rading volime 1o decling,

Future sanles of v cowmn ook, Warraniy or secimilies comvenible info owr commn Sock may depress our stock price.

Sales of a substantial number of shares of cur common stock, Wamants or scouritses. convertible mlo our common stock m the pubSe market could ocour at any (sme.
Theie sabes, or the perveption = the musket that the bolders of o birge nurrber of shares miend to sell shares, could redisce the market price of our common stock and
Warrnnts, [if's bpe nunder of shares of our common stock, Wamsnts of securithes convertible into our common s1ock ane sokd in the public maken after they beconme
gl For sake, the sakes could reduce 1he trading price of o common stock and Warants and mpod our ability 8o mise fatuse capital

A flaifure b ssrintinin complionce with Nasdag 's comtinved listing requinessents could result in the desilting of wur commen stock and/or ewr Wirrants

O Noverrber 15, 2083, we neceived & lenter from she Listing Qualifications StaiTof the Masdaq Stock Markey, LLC hasdag ™) ndcsting that, bascd apon the closing
bid prive of our conman stock fof the et 30 consecutive businoss days, we are aol i corplance watl the fogaireecnt 1o Fmintain & msmmam bad price of $1.00 per
share for contmucd Isting on the Masdag Capital Market, as sct forth m Masdaq Listng Rube S50 )2 ithe ~Notice™). We wore provided a complance poriod of 1580
calendar days Bom ibe date of the Notice, or until May 13 X234, io regain complance with the mini clesing bad L P o Masdag Liting Rule
SAHMHINAL
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We will contimue lo menitor the closing bid price of our common slock amd seek 1o regain conplance with all applicable Masdag requinoments within the aliofted
conpliance peniods and muy, i spproprate, consider availible eptions. including iplementation of 2 reverse stock splt of our common stock, 1o regain conpliance
with the mminum chsing bil reqairement. i we seck to mplement a reverse stock split i onder b0 renwm Bered on MNasdag, the annoancemeont of Eplemmentation aof
such a reverse stock spht could negatively affect the price of vur common stock and/or Warmants. B we da not regam complance within the allotted conpliance
periods, ncloding sny extensions that may be grunted by Nasdag, Masdasg will provide notice that oar common stock and Wamants will be subject 1o defsting. We
would then be entithed to appeal that determination 10 8 Nasdaq brasings parel Thene can be no mssurance that we will regain complance with the naninum bid price
roquirement durng the 10day complusce perod of maintain complance with the aibor Misdag Bimp noquireements, A delslng could substaniully decrasc
trading m owr common steck and Warmants, adveniely affect the market hquadity of our conmon stock and Warmants as a result of the loss of nurket efficiencies
ﬂlwmmmuﬂﬂuhuof&daﬂpmmalummu brws, Mul&ﬂmlﬁk}-hmﬁlﬂ:unﬂw&m i all, and
may result in ihe al kass of comfd by mvesiors, and enployees and fewer business devek p Iy, the
market prive afl our common stock and'or our Warrants muy dechne further and stockholdons may hese some o all of thear mvestinni,

i T imed fovavur certificade of incory ot ylawes, as woedl as pr anf s b, condd impair a tokeaver mtenpt.

Ohr armenidend aned restatod contificate of mcomporation, bylaws sad Deliware corponite law contain provisoss which could have the ¢ffect of endermp more diffioult,
delaying or preventing an acquistion deemed undesirable by our Boand. Owur comporate governance documents melude provissom:

- chissifying our Board mo three chisses;

- authorizng “blank check™ prefemred stock. which could be msusd by our Boand without stockholder approval and may contain veting. lguidation,
divisdenid, and other nghts saperion o oar commen stock;

- it the hshidity of, and providing indonmification 1o, our dinectors and officers;

" lmating the ahility of our steckdvokiers to call and heing business before specml mectings;

- requinng advance rotice of sockholder proposab for busmcis 1o be conductod ot mectmps of onr stockhaoklers and for nonmatons of canddstes for
ebection to our Boand;

. controllng the proceduses for the cosdec and scheduling of beand of directors and stockholder meetngs; and

- peroviding our Board with the express power 1o postpons previously sehedubad snaual meetings snd to cangel previously schaduled specal meetings.
These pravmaens, akine of togeibor, coakl delay or provent hostile lakooven and changes i conirel or chaspes i our runagement.
As a Debiware compomtion, we are abso subject 1o provisions of Debrware brw, mclodimg Section 201 of the Delawane Cemeral Corpomtion bow, which prevemts sonme
stockholders bolding more than 15% of our cutvianding common stock from engaging in conaim business combinstions without spproval of the holders of
wishataniuly ol of ouf owtstanidag commen slodk
Any proveion of our ded and resiated certificate of s o, hylras or Delaware b that has the effect of delayng or defermng a champe m conirol could

Tt il opportumity’ far our stockhoklers to eeeive o premium for their shanes of our common stock or Wasmasis, and could abio affect the prce that some investon
anc willing 1o pay lar gur common stock and Wamants.
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thur abilily fo e o el perating loss cormyformands may be lindied

As of Decenber 31, 223, we had net opersting loss camyjorwards, or NOLs, of approximtely 3142 milbon for feders] meome tax purposes and spproxmeicly $5.0
million for slate moome tax pumpeses. Uiiliation of these NOLs depends on nuny facton. nchiding our fisture ncome, which cannot be assured, These N0La coukd
expire unused and be unavaibbk to offiel owr filsre Beome Lax kabidtics. In addition, under Section 382 of the Intemal Revenie Code of 1966, as anwnded, or the
Code, and comesponding provisaons of state low; ifa ¢ L i an hip chasge,” which & generally defmed as a grealer than 50 change, by
valug, in its equity ownership by 5% steckholers aver a th peeriod, the corp s whilty to use its pre<change NOLs and ather pre-chasge tax atiributes
o affict 3 post-changs meome may be bnmed. We nuy experionce onnenhip changes = the fsture as a result of sabsequent charges in cur stock ownenhip, some
of which may be outside of our control. Canership changes that muterally bt owr use of oor hstoncal NOLs coald hanm our fature operatmg resabs by offectively
moreasing our future LIS, federsd meome taxand LIS, state income tax obligtnoms. In sddiion, s a resull o the Tax Cots and Jobs Act of 2017, a5 modified by the
Coronavinas Akl Relief, and Feonomie Security Act of 200, or CARES Act, frderl NOLs incured in 2015 snd in future years sy be carricd forwand indefinitedy,
howevee 1he deductibiliny of our foderal NOLs gencrated in such years will be Brmted o K0S of toahle moome (futilined m bl year beginaing affer Decenber
31, 2. Fodonl net operating kaves moared m years begmnmg belore January 1 2015 are subjeet 16 @ twenly-yoar camyforward but are oot linsted to 8076 of
tamble mcone.

W have mever paid dividemsds on owr capital Sock, amd we do not anticipate paytmg e cash dividends in the foresecable fire,
We have never dechned nor paid cash dividesads oa car capital stock. Wee cumently inbend o relam any fihere cammgs bo finance the operation and oxpansion of our

busmess, and we do pol expest to declire or pay any dividends o ihe Foresecable fulure, Consequently, stockhaklers musl rely on saks of iher common stock and
Waarants after price appreciation, which nuy never cvour, as the only way 10 realize any funere gains on thelr mvestment,

(hur amsersded and restated certificate of incorparntion dexignates the Connt of Chancery of the State of Defaware ax the sole and excliodve forum for certain
nypes o wctions and proceediimes that wey be Dittared by our sockholders, which could Nmsi our sockholders ability to obiain a fivorable fudicial firum for
isprastes wich e or our directors, afffcers ar sther coployees

Our and restated af Moo requires that, unlkess we consent in wriling 1o the schtion of an allemative Sorum, the Cown of Chamcory of the
State of Delaware will b0 The filbest exdent pemated by law, be the 5ot and exchusive forum for each af The folowing:

o amy deTwative action of proceeding brought o our behalll

- any action assertng a claimior beeach ofany fduciry duty owed by any dvctor, officer of other employes of oars 1o the Company of our
stockhoklers;

- any aciaan assening a chen agamst us or any dirctor o officer of oam arnmg pussuast to. of a clims against us of any of our deccion or officens, wah
respect to the miterpretation o apphcation of any proviion of, the IXCL, our centificate of meorporation o bylws: or

= ony sction assening s claimgovemed by the intemal affairs doctrine;

provided, that, o and enly i the Court of (hancery of the State of Delrware dimmas any of the loregomg actions for bk of subject malter usisdactaon, any such
action or sctions my b beought n another state court sming in the Sate of Delaware.

The exchusioe fnemprovision i beted wo the extent permmied by kiw, and i will not spply 10 claens srsmg ender the Securnies Pchange Act of 1934, as smended,
orthe Exchange Act, of for any other foderal socunitics Livs which providi for exchasive federal jusmdiction.

L)
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Fusihermore, Section 22 of the Secuniies Acl creales concurnent perrdiction fior federal and stabe courts aver all such Securilies Acl actions. Accosdmgly, both siate
anl federal counts have jursdiction 1o entertain such clims. To mwﬂt having to ligate clims in mullipk urisdictions and the theat of mconsistent or contrany
rulmps by didflerent counts, anong ather ‘! . oar ded and reststed conificate of | P provides that the Sederal diirct counts of the United
States of Amenca will be the exchasive forum for resohving any conplamt assertmg a canise of action amng under the Securities Act. While the Delaware courts have
determined that such chosce of forum provisions are facially valid, 2 stockholder oy nevertheless seck 1o brng such & cham arising under the Scournitics Act against
s, our disectors, olficers, of other employoes 0 8 venee other than & the fedorl distict cousts of the United Siates of Amenica. bn such instance, we would expect 10
vigorously adsen the valby and enforcoshility 0f the exlasive Somim peovisions of our smendod ard neaested cendicat of moaporion,

Abbmsgh we bebieve this provsion benefits ns by providing increased consistency m the applcation of Delsware liw in the types of bssusts o wiich it applics, this
provisaen may Bt or deconrage o stockbolder’s abilty to bemy a claim in & pedicial forum ihat @ fnds Bvorsble for depules with us of our deccton. ofllcen or
alher employess, which may discourage sisch Linsuits apm[m:ndaurim ul'l‘mmdnllu-furvbym and may resull m nereasod costs for myvesion 1o
By, & clain Akemativcly, s coun wore to find the choice of fonomp i our died and restated contificate of moorporation fo by mapplicable
orunenforceable in an action, we may incur addirional costs associated with resabing such action in other jurisdictions, which could sdversely affect oar hasiness.
and fnancal condition.

We nole Ihal there 1 unceriamly as 1o whether a court woulkd endiree the provesion and thal myvestors cannol wane complance with the federal secuniies ws and
the rakes and regulstions thereurder Although we believe this provision benefits us by providing increased consistency in the applcation of Delaware laiw i the
types of lvwsuits 1o which i apphes, the provision may have the «ffect of discosmging Liwsuis against ous dircotons and offcen.

TTEN 1B, UNRES OLVED STAFF COMBMENTS

Wowier,

TTEMIC CYBERS ECURITY

Cyvborzecuriny Risk Mamagement and Strategy

We have comain processos 00 assessing, 'ﬂmtiﬂ,'-',, and mumsging cybemecunty risks, which are bult mto our ovenll informusion techmolagy funotion and are
dexigned 1 help protect our mlommation siscts and openitions: from mtomal and cacmal cyher threats, and protect enployee, collab aad patical nk

from anawthortacd socess of altack, as well as secuse our Boiworks and syiloms, Such procosics mohide phyeical, procedural, and 1ochmical safcpuands, rapoasc
plans, lests on our systems. review of our policies and procedumes to ientify nsks and refine our practsces. We engage certam external parties, mcluding cons uktants

amil computer security fams. bo enhance our cybersecunty oversight including by gaining valuable insights mto the eversvoling cybesecurity bmdscape. We
consider the intomal risk oversight programs of thind-pamy service providens befre engaging themia onderio help protect us fromany related valnershilities,

In am ef¥ort to deter and detoot cyber thrests, we annually provide all omployees with a data protection, cybersecunty, mcadont responsc, and prevention, traming and
conplance program which covers timely and rehevnt topics, mcladng m-lwuwm; phishing, password protection, confidential data protection, sset wse
mmkrmmwm»mmmtmol podting ol & disrcly, We abio use teehnology-hasod took that are dessgned 1o
mitigale cybersccunity miks and 1o Mhluwdmhywmqmm PrOgrTE.
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We do not beleve that there are curently ary known ks Bom cybesecurily thneats that ase reasonably Bely to msterally alfect us or our business stmtegy.
results of opersions of fimancial condiion,

Greavernance: Bourd Oversight

Thie Audit Commivtes of our Board provides dinect oversight over cybersecunity risk and provides updates to the Boanl regasding such oversight on 3 periodic bass.
The Al Conamtlo feecives porsdis updates fhom managorent aiganding cyberecunty mallers and & nolificd betwoen such updates noganding significant new
cybemsecunty threats o mcidents.

e mwiling address 8 3525 Dl Mar Hegghes B, 9322, San Diego, CalWomea 92130 ANl of oor enplsyees work romotely, W beleve our vimual work affices are
adequate to meet our cament meeds, akhough we muy seck 1o negotiste pew lesses of evaluate sdditional or shemate space for our operstions. We believe
appeoprats abomativs space wonld be resdily svaiabie on compenaally ressconahie 1o,

TUEM X, LEGAL PROCEEINNGS

Frem time to time, we mwy be mvelved in clanm tha arise during the ondinary course of hasiness. Althowgh the resulis of Rigaton asid el canmot be predicted
with cemamity, u‘dumtaumhhl\rmrpnﬂqH‘nmwu‘hﬂmmlm;‘uwﬁﬂmp!npm’nllhpn!hlmkwmbcmlmll:pr&n
of the owlcome, [ngation cam be costhy and time consunimg, and # can divert management s astemtion frem [ nmaters and
Epacting our oversll opertions.

2l

TTEM A AENESAFETY DISCLOSURES

This #em s not apphcable.

k|




PFARTH
TTEMIS. MARKET FOR REGIS TRANT'S COMVENN EQUTTY, RELATED S TOCKHOLDER MATTERS AND BSUER PURCHAS ES OF EQUTTY SEOURITIES
bk o b fisr oo
Oar commmon $lock anl Wasrants trade on The Masdag Capaal Market undr the syrbols "DRMA” and “DRMA W™ respectively since Aagast 12, 2020
Halders
As of March 15, 2004, thore wene approsmuately 65 stockbokion of recond of eur Commmen Slock. This nairber does. ned mchade boneficul owners whose shanes were
held i stneet name. The sctual namber of holders af oar Common Stock s greater than this mumber of record hallers and inclades stockhalders wha ane beneficial
owmers, but whose shares are held i street nane by brokers or held by other nominees,
Dhivichemes
We have never declired or paid cash dividends on our Common Siock. We do not intend 1o declare or pay cash dnvidends on our common stock for the forcsseable
furure, hat curently mend ta retain any future camings to fund the development and growth of our basiness, The payment of cash drvidends il any, on the cormun
stock will st solkehy within the dnerction of our Boand and will depend, among otber thimgs. apon our cammgs, capatal equironents. finandial condition, and ather
rebevant fictors,
ITEM 6. [RESERVEIY
TTEMT. MANACENENTS DIS CUSSHON AND ANALYS B OF FINANCIAL OONDITION AND RESULTS OF OFERATHONS
Your shomlad read the following discusion ood moelvis of our franciel comditton and reswlts of aperations tagether with owr fmancial Safements awa related
mlew Nrervto Included eivewlere fm this Amawal Report ar Fore WWE Some of the infrmsarion combaimed b iy discussion o aralyeis or sel Stk elvesibere im
#his repiwt, imclivling imfmation with respect fo our plass and soertegy e our bastnes, inclindes fvwarddooking ianeswwts that ovoolve ke oad
ancertmimtien A5 o rest of mawy fretors, fcluilimg those acrars ser fornly ju the “Riak Factors ™ secrion af thix repors, owr gorual resilns cowld diler marerially
Jrun the rendlts described i or fmplied by the forward-fooking starements confatned i the ©ilowing discwedon mud amlyeie. Refercoces in the flfowing
ditsrarsion fo “we”, Towr”, e “Dermaita”, or “the Company 7, reler o Dermrie Therapewlics, frc,
Orarddew

We arc & late-siage medical dermutolsgy company fiscusod on identifyng, dl:r\ehpng and commenculizing nl-n\:lmr phanmocoutical prodisct candsdsies fisr the
treatment of medical and scsthetie skin conditions and discases we believe 8 ket

TDermutological dsvases such as acne vulgans {of scho), prorisis valganis (or pioriasis), hypohidrosis, and varoas acsihets mdications, affect milions of poopke
workdwide cach year which may negainvely spact theor quality of Lt and enolional welFbemg, Whils ihen: are mulipk cuwment breaimend oplions for these
midxations om the marked, we beheve thai most have signaficani dmwbacks, nclading underabelmng cfficacy, cumbersome applcation rgimens and varying
nepative sade effects. all of which we bebeve lml mdmm.mi paticnt complance. A nugorty of these ndications ase fist trcated with topical therapy: bowever
many patients freg, switch or ™ altopether dus 1o pationt disatkfaction. This & primunly due 1o slow and modest rsponse
mtes, carly onset of negative side effects, daldy application schedules and long duration of therspy, Given the bnstations with cument topical themapies, we believe
there is 3 significans opponunity 1 sddress the needs of i d paticnts hing kor nopical products that satis f their demutological and Bifcayke needs,
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Owr two prodoct candidates, DMTI0 and DMTAI0, boih wmoompomie our propoclary, muliceted, Spemgilla lechnology o topically treal a vardy of
demmtological conditons, &u.ﬁawgﬂ'iumheb‘y s derived froma natueally grown freshwater sposge, Spoagilia facustreis or Spomgilla, which is processed into

a powder that s moed with a ekl agent Iy prior to appl ‘tir o an casily appleable paste. Spongifil B 2 unigue freshwater sponge that only
graws i commercial quanties | select regions uftzmﬂnﬂt.dlrlpucﬂ:mrmmulmudm lInl'wliH: pive & its dstnctive antimcrobal antie
mfammrstory, and mechanical propenies, The comhinasion of theis env oo, the p b .pmo-:oh developed with oar exlasnve
supplice. and cur post-harvest duscs produce a ph icall prodect candil. 1hat optinises the as well as the chenscal
coirpoacnis of the sm:mm-letpmd\mmﬂmwhnikfk mochansms of scton for th af mik v ki and acarhith
apphcalons.
‘Mb-rhww&mmu‘hm:hmbw?‘llbmﬂembkulnd-ev:lwndﬁwhrswﬁhmﬂeﬂtmﬂmﬂnﬁ|hﬂma&ullﬂlh1wm
of chemcal conpounds mto the derms for a vamety of d logy . We bebove the combmataen of Spengilia’s mech and chemmcal

(which we believe have demonatrated, dnoviteo, antimicrobial and asti-infemmatory: propertics ), add to the versatilty of sur Spargilla technology phfﬂ'm‘;
effectiveness as o singular produmc, in the treatment of a wide variety of medical skin diseases ke acne and proriasis. We skeo helieve the mechanical properties of
it Spariiifin lnﬂmlﬂyalﬂu for the eadermal delvery of a vanaty of bege nolecules, ke botulnim woxns, monockes] sniibodess, o denmal fillers, 1o 1arget
trcatrremt dcs. theough topcal applxation without the nced forncedies,

Ohar Jead product candadate, DMTI L, & itended to utlioe our Spogilla techrobigy for once weekly teatmemt of 2 varety of skin diseases, with our mitial focus
being the treatmemi of acne vilgans, which has a L5 market sime of approxinucely 30 miloa paticnts. We have recently mitiated a Phase 3 program of DMT310m
modertc-te-sovers acne and began camlling paticnis @ ihe it of two mdemial studscs in December af 109, Boah studics will be double blind, rndomsed, placcbo
controlled, and ensoll about 550 patients, age 9 vears m older agross sies m the Unitod States and Latm Amenca, The primory endponts nclsde absolse roduction
m inflaneratory and nonnflarmutony kesions and the Fprovement in nvestigaton ghobal ssscssment (1GA ) of sone, which are the same endpomis weed in our Phase
I weudy of DIVTII0 for moderate-to-dovere acne, Pateeins will be treated once 8 week for 12 wevks with sather DMT30 0 placebo and will be evaluated monthly,
Wi expoct 1o have topelne resilis from the fint Phase 3 stady i the it quarer of 2025 Previoasly DMT310 has shown £ shility 10 teat the mukiph caiases of
acne i a Phase b study where we mially saw a 45% mduciion n nh:l-u)' kesiona nB:ﬂ four ircatmenis, with IHT!IO!I::\.IB; statsiically signaficant

Epaevements al all teme pomis jor ol three premny eadp h howi the sindy {red n mil kesmens, red v levions, and
mwmmnl(inhdﬁlm.hudm1hrnﬁpl:mchmﬂotmmuulmmhﬂmw:ﬂ=ﬁmmI)M‘I‘Jhnlmﬂml.nmﬂpkmhmmIh
proal of comcept, or PO, trial i proiasis where we saw ing results i Farther mvestigati

DMTA10 conssits of two grans of powder processed from the naturslly grown freshwater spoage, Sposgifl facunris The patient mives the powder with 8 fhiidinng
agent ifnndrogen perosade) mamcdintcly prof 1o apphcation by the patent bo form an casy-4o-apply paste. The pasic & apphod smalar 1o 2 rud musk and i kil onthe
skin for approsimutely ten to flteen mmates, affer which tme # & washed off with water Dus fo the snique combmation of DMT30s mechamical components and
chyemical components, and based on cur Phase 2 aone data, we believe patients will only seed to spphy DMTI0 once weekly 1o produce o desired treatment effect.
The mechamical companents of the Spoagiil powder consist of many microscopic siliceous, neodic-Bie spicules that, when massaged inso the skin, pencirste the
simtumm comoum (e skin's outammst protecinve bayer) and create mcnochannch: mio the dems where pro-inflammmony cytokines and bactona reaide. We beliove
that the pencirstion of the spicules ake kads to the openmg of merochannch., which allow oxygen 1o enicr piloschaceous glnds, helpmg 1o kil C acnes, which
Erow ifL an anderobic (wilkioat oxygen) epvirommeRt (C mu lhrl‘whml‘lﬁl wrnm Iesions @ acne paticets ). The spiules abso caikie reuvenation

of the top byer of desd sk, therchy & o collagen p lly, wir beleve the mewly crested mecrochasnels provide o conduait for DMTII0%
natufaly occurng chemmcal compounds mbd-dnhmdmm:mmapmmmuhw rﬂm’ mulmranm mﬁgﬁwlwm In addition 1o
Ibcse antrmicrobul compounds, DMTI0 ako appears to have y chonscal as ed mfm vitre that inhibit

through the reducton of Cavnes 118 producion aad by nhbang [1-17A and [LA7F expression in haren cell Ines. Ao, dunng In vine
studics af DMTI s arganic compounds. we ohserved the mhibion of the Ipogenesis of schocytes. which muy translate (0 a reduction in sebum (an ody and waxy
substance produced by the hamun body’s schaceous glands) pradection and the siliness of the skin n patients, which wat obsarved by a pumber of clnsal
mvestigalors i our Phase 2 sene studics. We believe the combinstion of these hiological and mechanical effects could be mportant factors i tresting nulkiple
mflarmtory shon disexses, a5 seen = our chnical sk

¥
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O secand product candadate utilang our Spoagiifa technology B DMTAHL, our combmation trestment, DMTA10 & intonded to consid of ooc teatment of our
propeiciary spenge powder fallowed by one topical appleation of botalmum toxsn for delvery mio the donms, Cumently, boiulimum toxin is only approved i be
delivensd to the denmes by intradommual mpections, which can be paindisl for the patient asil tne-consuming for the physican. However, we beleve DMTA10%s abadty to

topically delrver botalinum toxn into the dermas conld have smilar levels of efficacy 1o exsting delvery techniques, with fewer tolerability nswes_ and a quicker
application time, possibly replsceg the need for mirsdenmal imjections, We first tested DAMTA10 in s Phase | POC il of sdllary hyperhidmais patiests, which saw
#fe of patients achieve a reduction i geavimeinic sweal production greater than 3% four weeks after & simphy treatment, With almost 40% of the hyperhadrosi
market cusrently by trcated with 1 waf | i boon, i bohovs There could be sgnificant opponundy Kor DMTAI0 10 break mio this market
and neplace npections of b fonn. Based on DMTHI0E abilty to effectively deln'er bobtulinam tongn to the demes as observed m the Phase |
wellary byperhidrosis trial, we also conducted a Phase 1 POC trial of DMT410 for the treatment of mukiple sesthetic skin conditions, nclading reduction of pore sz,
sebum production. asd fine bnes. among cibon. b November 221, we mudlm-h:muh Even ths mlwaummmdﬂlh!wm
wartants farther myvestgaton of DMTA10 We ane camently @ the prosess of di P PP with batualn tomn companis 1o move the
DT program mto Phase 2 studies,

We have a leted operating Bistogy, Snce our meeption, our operastions have focuscd on developing DMTII0 and DMT4I0, onganidng and stalling our cormpasry,

raiing capial eslablnhing our supply cham and mumifsctuing processes, fher chamclomang the mulktipk mechansns of action of our Sporgili technolopgy,
buiking an micleciual propeny porifolio, and conducting ron-clnical and clrical trals, We do nist have any product candidates approved Tor marketing and have
nof generated any revenae from product sakes. We have funded our opeations prinusily throogh the sake of ouwr equity secarities and debt securities, Since
meeption, we have raised an aggregate of approxmately $61.0 million of grass procecds from the sale of cur debt asil equity sevwrnities, mchiding the secunties sold
m our mital publ offerng,

We have ol genemicd any revenue 1o dale and have mcurred significant operating kisses, Our pet ksses were 578 million aed 556 milhon for years ended
Decerber 31, 20238, and 202, pespectively, and as of Dvceimber 31, 023, we had an scommlsied delich of $53.4 mibon. We epect 10 contimibe 1o mour significant
exprens s and oporating kssoe for the forseeabke filfuse. We anticipate that our expenses will incréase significantly in conticction with our ofgemng activitis, as we:
- conple development of INTI10 for the treatment aof acne, mokidng mos-clnical siwdics and Pluse 3 clmical iish;
- perepane and (8 for regulstony appeoval of DMITI0 o the treatenent of modonile-to-S6vere sone upon posive nesuls from the Phase 3 clnical prograng

- contmee devekopment of DMT310 for the treatment of psomass., meluding a Phase 2 clmical tnal and Phase 3 clnical ik, pendmg additonal finances.
or stralegic parmer,

. sgoa hip ag wills & ooyl teven parner for DVIT410 dor the trestment of acsthetic and medwzal sion conditaons;

- prepare for commencalzmtion of DMTIHL if approved. mchding the birng of sakes and marketing persoaned:
e ranufacturs our product candidates for Phase 2 and Phasc 3 triaks and cosmmorncial sale;

s hire additsanal esearch and development and selling, general and sdminbirative personnel;

= maintain. expand. and protect our intelectual property portfolo; and

- mcur sddiional costs sssocised with openiting as o public company.

al
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We will need additional financmg fo suppori ous opemions. We may seck to fund our opemaisons through public or pivale equily or debi linancmgs or eiber
soueces. Adequate sdditional feancing nay not be available to us on scoeptable tenms, o0 at ol Our Gilere 10 mie capital when needed o on Gvoesbls o would

have a negstive impact on our financal condion and our shility 10 pursac our business strascgy. We will neod 10 gencrate significant revenues to acheve
prafitabalty, and we moy neverdoso,

Comguncnts of Results of Ogserations
Rewenue

We have not generated any revenus since mception and do nol expect 1o penerate any sevenue Bomths sale of products i the near futiere usitl we obilam regalstory
approval of and commencaliee, our pradisct candidaties.

Operating Fpens s

Reseanch and develapment activities are central to our basiness model Product candidates i later stages of clnical development g iy have higher devek
conts than those m carfier stages of clinkal developrment, primarily due fo the nercased sire and durstion of btestage clnkal mak. We expect reseanch and
development costs o morcasc sigailicantly for the forcsceabke futuse as our pipchine of product candidates progress further into clnical triaks. However, we do not
Belicve 8 & possible ot ths e 1o scourstely project (otal progamaclned e to reach L ion based on factors. In addsion, there are
mummerous nknown expenses related 10 the commercialiation of our product candidates mcluding contineed negul q . many of whach casnot be
determmned with socuracy a1 this fme,

Rescanch and dey > consisi of mzuned o connection with the of our product candid We capensc casis as
mourmed, These eapenacs inchude:

- expenzes moumed under agreemients with CROs, as well as mviestigative sites and cons ulants tha conduct our climical trials and preclinical srudies;

- rmanuafacturing and supply scaleup expenses and the cost of acquinng and manufctunng precimical and clmical tral supply and commercal supply,
mcludmyg manabcunng validation baiches: and

- wutsourcod hiborsony sonvices, inchadng muterials and supplies usod 10 suppaorn our iescarch and activiEies, mg pay made fr
Bcense fees and milestone payments,

The sussess il developawnt of our product candidates & highly uncenam. A1 this tine, we caniol rrasonably extEmie o know the mature, timng s costs of the
efforts that will be necessarny 10 conphete the remamder of the developmint of, o when, il ever faterial net cash inflows may conmense Buom ot produict candidates.
This uncertainty s due to the numensus rsks and uncertaintics associted with the duntion and cost of chnical triak, which vary significantly over the lile of 2
project as 2 result of many Geton, mcloding:
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- the number of clmical sites mwcloded in the clinical triaks;

- deh‘lllot'ﬁtmw 1o eneoll sushie patients;

. the s of patient populations pamicipating m the clnical trals;

o the numberof doscs a paticnl recohves;!

. the duration of patient follow-aps.

- the development state of the product candsfales; and

- the efficacy and safety profile of the prodisct candidates.
Our oxpenditurcs ane subjeet 1o additional uncertainiaes, inclding the teoms and timing of regulstory approvals, and the epense of filing, prosecutmg., defending.,
and enforcing any patent clins or ather intellectual property nghts. We may never succoed in achieving regulstory approval for oar product candilates, We may
ahtain mncapocted rexuhs Eomour clnacal trake, We nuy cloct to dacontmue, deliy, or modafy climical trak of our product candidates. A change in the oatcone of
amy of these verubles with reapect 1o the developnent of 3 product candidste conld mean 2 significant change n the costs and timng assocmied nath the
development of thal prodect candidate, For example, i the FIDIA or other regulstory suthorities were 10 require us 10 condunt clinical trak beyond those that we

currently snticgpate, of if we expwnence sighificant debays m enmlinest n M;-nl‘ol.nhl:ﬂ trials, we coubd be nequined 10 expend significant additional fnancisl
fesaiarces and tine on the completion of clinical Product i will Lake several years and milons of doflans in devekopment costs.

Cereral and Adssristraive Expenses

Cieneral and = CONSKL Princy ol salaries and rebted costs for perconned m eecutive and administrative fanetions, tavel expenses and
recnaiting expenses, Other gonersd snd sdministtive oxpenses inchlide stock-based atian dessional fees for kgal scoounting and tax relsted
ServicEs, Emaurence ¢osis, as well as paymests mede 1o consulasis, W::vm:lﬂm:dlndmwwdmnmm

We antcipats that ulu.l;!mnlmd -hmullineqmu'.ﬂ wall mereaie as a resigh of morcazed payroll, evpanded o and highcr ¢ g kepgal and tax
rebied services ‘wilh stock exchange lsting and SEC requirements, acooanting and nves tor relations costs, la-d director amd
el'ﬂwmumpmmusocﬂcdwﬂl bcing a pablc company.,

Interest Inconse
Interest ncome comsisis of mberes! o camed on cash equivalents Bommtercst bearmg demusil accounts,
Critical Accemnting Pelicies snd Significant Judgments and F firmies

We have based our manageeem’s discusson and analvsn of financial condition amd resulls of operations on our financal statements, which have been prepared m
acconfance with accounting principks genenally aceoptod in the United States. The proparstion of these finascial statements requines s 8o make cstimtes that affect
the reported amouns of assets and labiltics and the disclosuse of contingent assots and Bsbilties ot the date of the finencial ststeneents a5 well as the repaned
expenses durmy the repaning periods. On an ongoing basis, we cvalete our esti and judg including those related vo acensed reseanch and development
exponsca, stock-hased compenaation, and warrants, We base ouif cotmates on htoncal cgpenonce and on vanous other actom that we belicve to be appropriatc
ander the cincunstances. Actaal results muy deffer fromthese estrmbes under different assumptions or conditons.
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Whae our sigaificant accounting p&umthﬂMnNﬂhhﬂauMidﬁwﬂlmmhm elsewhere i the Anneal Report on Form

13K, we believe the flowing sccounting policics s critical (o the process of muking signill I and catie in the preparation of our financial
SEStCmants
MMI‘ T s I

A part of the process of proparing out fnancial staloments, we are requarcd 1o revond actual sescanch and develapment expuonsis and to cotinule accraed icscanch
and development expenses, curment assets, and ciher cument labifics. This process mveh'es neviewmg opon contracts and commitments, consmanicalmg with our
pemonnel to ientify services that have been performed for us and extimmiing the kevel of service performed and the associsied cost mcamed for the service when we
have nol yet boon nvored or otherwise natificd of the actual cost. The nugority of our service providens mveke w moathly i amcan Bor services perfommed ar
when contractual micsiones anc ol Wy nake extimates of our aconsod reacarch and developrent expenacs, cumront asacts, and other curnent labilites as of cach
halance sheet date in our financial statements based on facts and civumstances known b us at that vee, Pamples of cstmnsted aconied nesearch and developmont
expenses, prepaid assets, and other curment lishilities include fees paid to contract menufscrarers made in connection with the manufschenng of clinical sk materisk
and conimct rescarch ongenizations mede in conncction 1he perfomance of ¢lnicsl traks on our behalt

We base our expenses rebied 1o chmcal mnulacturmg and chnscal trials on our cstmmutes of the services performed pursuand 1o contracts with the entities
perfonung those services on our behall The finencial terms of tkbese agn are subject 1o negolintion, vary Fom contract o contrsct, and nuy resull @ uneven
payement Thvas, Payments under these types of contracts depend beavily upon the siccessful completion of many separste tasks involved in the minuiscrumg af
dnag product and the performance of chnical tmak. In the case of chnical irals_ a postian of the estimated cost nomully relates ta the progected cost to treal a paticnt
in the vl and this cost & recognized based on the number of patients cnrolled m tbe trigl. Ovher mdirect costs are gemerally recognived on a straightbne basis over
the catimwted period of the study. As sctual costs begome knonn to us, we sdust our sconab, To date, our estimates have not differed materially from the sctual
costs mournnd. However, subsequent changes in estemates may resoh @ o moteral change in our scemals, which could aleo mutermally affect ous halince sheet and
fesults of operations,

We scerue and exponse chnical tnal activites perfonmed by thind partics based upen of the prog of work completed over the lile of the indmadual
chnical tral and paticni enmalbment maes in accondance with agrooments cstablsbod with chnical rescarch orpanimtions (“CRO6™)and chmical tral sites. We determme
the estimates by reviewing contracts, vendor agreensnts and purchase orders, and through discussoms with mtemal clivical personnel and esernal service
providers s 1o the progress or stage of conplotion of ik or services and the agrecd-upon foe to be paid for sach semvices, However, sorual costs snd timing of
clhinical riabs aee haghly unceram, subject 1o isks and woy change depending upon s parher of Biclon, inclodng our clmical developmuni plan.

We make cstmwies of our acenecd expenses as of cach bakimee shoet dale | our Baancial statonenls basod on facls and crcumslances known bo s al that tme. i
the sctual tming of the perfimmunce of services or the kevel of effoat varies. iwmhralme we will adgast the accrual accosdingly. Nompefundable advance
payeents for goods and services, inclading fees for process devek i and distribuiion of clinkeal supplics thar will b used in fature rescarch
and developrunl activitacs, are defermod and reogriod um:mtnlb-rpund Mlhuhdmmmmammmm_

Imcomme Tanes

Tiermutas operates as a C-Corparation and acoount B moom: Lo wndar 1 asid and kabiity method, which requircs the mecognition off defemod lax agsats and
Eabilgics. for the expecied future tax consequences of events thai bave been meluded n ihe financal staiements. Under thes method, defomred tax assets and hubiliics
are determined hased an the deferences between the financal stasements and tax basis of assets and habilties wing enscied e mtes in cffect for the year m which
the differences ase expected to revenie. The effect of a change in tax mics on deforred tax sssets and labilities & recopnieed @ ncone i the period that mchides the
ensctmont date.

W repogaoe met defemed Lanassets 10 the exent thar we believe these ssscts are more by than not 1 be realind. In mubimg such o desenmination, we consider all
availibk peskive and negaive cvidence. mcludmg futurc revemals of existing taable wparary differenccs. projectod fistuse bl oo, tavphaniog strateges.
and results of recent opemtions. |f we determme that swe woulkl be able 1o readive our defermed taxassets m the future in exoess of our recovded net anount, we woukd
mak an adpastment 1o the defermed lax asset valaston allowance, which woukd redisce the provision for Bcome tases,
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Linhle of Contcrts

‘k’emﬂlllulﬁ'ﬂ-mmiwwlhh&unf&lmmwlllnwﬂﬂmlhﬂhltmﬂi:lylhnmlﬂutihehspulmli
e sustained on the hasis ol the technical merits of the position and (2) lor thase tax positions that meet the ey -th heakd, nunagemont
recognires the largest amount of tax bencfi that B more than 504 likely 10 be realized upon ahima: :mm:mt:nhmmwm Wi recognoe inlenest
anil penalties related 1o unrecognined taxbenefits, if any, within mcone taexpemse. Any accrued mterest and penalties are mclded within the related tax bbby

Comparison of the Vears Ended Docember 31, 2023, awd 2022

The fallowmg tabk our reuuks of op for the years endod Docomier 31, 2023, and 20X res pretively:
Vear Fuded M,

P} F{1H Difference
Opemating expenses:
Reseanch and development 5 4060766 § 5651041 5 (LSELITS)
Gemoral and sdminksmtive 1972140 4025428 151,508,
Total apersting expenses TR SHTH A {1632 250y
Losses rom operatons. (LR [SATA%8) 1A% 550
Oher income and expenses:
Interest income, net (247 216} 163,573) (13 a3y
Net ks 5 (LT 3 (980913 S 1516223
Rescarch and Developawnt Expeases
Hescanch and duvek q deereascd by app by 516 onllion from 35,7 millon forthe year ended Docamber 31, 2002 0o S4.1 millon forthe year ended
December 21, 2008, The docrease m research and dn'rhpnml expensc was (he resull of 18 nallon of decreascd chinical tral exponsces and S04 million of decreased
non-ghnical expenses, offset by 50.2 malkon = & wig. and controb, or CMC, expenses in preparation for the DMT3 10 Phase 3 program,

as well s ingreased omploves and persosnel e ..-rmm

Cemeral amad Aussiristritive Expenses

Limcral and adenntrative exponecs were approanuicly $40 milkan for the yean onded December 31, 202% and 2003, Inssrance conts decreasad by SIL3 milon from
the year ended December 31, 2022 1o December 31, 2003, which were offiet by 503 mibon of mereased pubbc conpany costs, mehiding the expenses related to anda
fees and sharchalder meetings,

Irdrvat indamm

The Company sams mierest moome via evemnight deposits on the Company’s cash and cash equivalents. Inferest moome moreased by approxemtely 502 milon

from $61573 for the year ended December 31, X022, to 3247206 for the vear ended December 31, 308, s resull of the timmg of when ibe sweep accounts were
apenad, which wene apenod durmg the thind quaner of 2022




Linhle of Contcrts
Cask Flows

The fallwing table summmriacs our cash fows fromoperatmg and fnancing sctivities:

013 1

Sustements of carh fows data:

Total cash wied in operating sctivitics 3 (AR 5 (REMIGE
Total cash provided by Fmancing actmities
Increase {decrease) i cash and cash equivalemits

Operating achivitien

A
L

4S5 512p

Cash wsed i operations of 564 mlion for the year ended December 31, H03%, was the result of the net sz of $78 millon, offset by mom-cash stock-based
conpepsation of $0.5 millon, an increase in accounts payshle of %4 million and an increase i acerued and other cument labilies of 503 million, x5 well as
deercane | propakl cponacs and eiher cumront dects of 507 millon,

&lwﬁnwﬂwnfﬁsmhlhvumm“ m!.mslhrmlliul'ﬂlela loss of $9.6 milon and a decrease i accounts payable and
acerued and ciber cusrent Habilities of 0.3 million, offset by prensation of 3% milon and a decrease in prepaid expenies and ciber cusment
assets of S0 millon,

Fimamoimg aviivities

Cash prov ided by financmng activitss of §7.6 millon for the vear ended December 31, 2023, was the resish of $4.2 million of net proceeds peoved fromthe ssiance of
conmmon sock and wamants ssued w the March 2003 Offering, $1.5 million of net proceads recened from the wesance of common iock and wanants in the May
23 {Hbexing, s well ae 320millon of et proceeds fomthe Nevember 2003 Wamnt Indocenent.

Cash provided by fmancmg activites of 343 mibon fior the year eoded December 31, X2 was the resull of the net proceods recenved from the ssuance of common
stock and warrants ssued m Apnl X22 froma private placenent of the Conpany s securities,

Vigediny and Capital Resoarees

Smee oar moeplion, we have nod peneraled any revenue of commencmlied any products. As of Devember 31, 2003, our cash and cash equivalents totaled 574 mllon,
amil we had an sccumulated deficit of 3534 mllion. For the year ended Deceber 31, D023, and 2022, we used cash of 564 mllon and 582 million, nepectively, m
opeeaiions

I-hbnn:lly our prncpal sources of cash have included proceeds fom the Bsusnce of equity and debt. Our principal uses of cash have molided cash used m

finchuding ¢lnical of our product candidstes and gencrs and silembtrative expenses) and payments for boesse nghts, We expest that the
prmcpal uses of cash in the fiture will be for conlinung opertions. Rending of wecanch and developrnt, and general workmg capital nequirements, Wi eapoct that
as reswaich and developenent oxpemics contne 10 giow for ouf Phase 3 dovelopienl program, we will need 10 rase addiioaal caphial 10 sustain operations and find
rescarch and development activities, including our ongoing Phase 3 STAR-| clmical study.

w
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Futare Capiial Requiremenis

We plan to focus inthe near termon the developmont, 1 ppeoval. and p | conmme won of DATII0 for the treatment of'acns and paorsss. We
antaipate we will continue to meoar net losses for the nest several yeans as we complete clnical development of DMTIH for the treatment of acne and psoriasis and
continee rescarch and development of DMTAI10 for the treatnent of acsthetic and medical sk conditions, I sdiition, we plan 1o seck oppontunitics 1o identify,
acguire of in licemse and develop sdditional drug candidates. potentially build conmencial capabilitics, and expand our corpoeale infrasinictuse, We may noi be able
10 conplits the developmont and ndiale commmercaloation of these programs i, smong other thmps, our clinkcal trtals are not susevisfal of of the FDA doss nat
approve our dnkg candidabe arsing out of our cummnt clnical tnals when we expect, or at all

Ohar prineury wses of capital are, and we expect will continuc 10 be, conponaation and related cxpeases. clmxal conts, extemal rescasch and development services.,
legal and other regulatory openscs, and adnmsietive and overhead costs. Our fatare funding requiscmenits will be heavily detenmned by the resomnces povded 10
suppon development of aur dnig candidates,

Ax s publicly iraded company, we will scur signaficant kygal and other eap 1hit we were ot rogquired 1o iscaras 8 private conpany. In sddion, the
Sarhancs- Ondey Act of 2002, a5 well as nukes adopled by the SAC and Masdaq. requires publc companics to imphemenl spocificd corporsic poveomance practices that
were nol appleable lo us & a privale company, We expeci these nales and regulations will monease our kegal and fnancul complance costs and will make some
activities more tanc-consumng and costly,

We belicve that our eanting cash and cash equavalenis will be suificaent to fund our operating cxpenscs and capital expendsure requincmends nto the thinl quanter off
24, We have based this estimate of cash nenway an sisemplions that may prove 1o be wrong, and we conld wtilee cur availsble capital msources sooacr than we
expect, We willl requine sdidfitonal capital to conduct Phase 3 stuidics for DMTIN0 for the trestment of scme, and 1o pursuc in boonses of soquisitions of olber dng
candulates,

Additenal funds mmy not be avadible on o tamcly bass, on Gvorble temes. or 21 all, and such fands, o mised, muy not be sufficient 1o enable us 1o continuae o
Eplement cur losg-lermbusmess attegy, 1Nwe are unable (o mse sullicient addienal capital, we may need to subsientally curtail cur planned aperstons and the
pursui of our growth strategy.

We muy ruise sddions] capits] through the sake of equity or comventible debt secunties. In such sn event, the terms of these secuntics moy melade liquidstion or
other preferenees thal adversely aileet 1he nghts of'a bolder of oar comenen siock,

Bocawsc of the numeroas niks and uncatamtics assocated with rescaech, development, and commurviabimton of phanmmccutical dnigs, we are unabk 10 exlamic
fhe exct ammount of vur working capital requirements. Dur future fanding requirements will depend on many Bsctorns, imcloding.

o the number and chamctenatics of the drag candidases. we pursuc:

= the scope, progress, resiils, and costs ofrescarching and developing our drig candad, and condustng ial studaes and chmical tmalk;

- the timing of, and the costs invohved m, obtaming regulatory approvaks forour drug candidates;

. the cost ol masufcierng our dug candidaies and any diugs we success fally commercialion;

- ous shility 1o cxtablsh sad maintsin stesiegic colsborations, beensing o other ammngs anl the financs alsuch
- the costs invabved s prepasing, filing, p 2. Fminta dciemding, and ing patent claims, mcluding Bigation costs snd the oustcone af
such Itigation; and

o the timng. reoeipt and smount of sakes of, of milestons payments eelsted bo of royallies on, our curment of fiture drug comdadaes, iCany.
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To confinue bo grow our basmess over the longer lemy we plan 1o commi substasiml resources b0 research and development, chnal irak of our product
candidates, Ndhﬂmnmwwwﬂm%lmwnhwm Vaehwceulmrdl-hw o continue 1o cvaluiate o wide sy of stabogic
transactions a5 pait of oar plan to acquine of m bense and develop ad I and product cand o augment our intental development pipcine.
wmmmmm“mmuleMmewﬂwmmﬂmmuhwdﬂmﬂ-&hﬁm
seck equity capital or both, In addition, we may pursus developmient, scquisition of in heensing of approved or development prodacts in new or existing thempoutic
arcks of conlinu: the epamsion of eur edsting opemtions, Accosdingly, we expect 10 conlinug 10 oppormunstically seck sccess 10 additional capitsl 1o lioemse or
suquine additional prodiscts, prodiect candidates of companics b expand our sperations, of fof goneral ComTald PErposis, SIRMOEE IRNESCIONS MOy quing us 10
e acldgional capital thmagh one of more pablc or private debt o equity francings or coubd be s s a ar W have
no or =ps m place at the present teme {0 enter mio amy acquisition, in Bcensing or similar simiegic busmess trmansacisn,

I we rame aditional fands by Bawing cqeily sccumten, owr stockhokler will perience dibition. Dbt francing, i availible, would resull m increased fed paymont
obligations and muy wvohe agreements that inchade coverants linsting or restricting our abiley to take specific actions, such as incuring additienal debe, making
capital expenditures or declsing dividends, MMlewmnltwahﬂunwmmm such as biquidation snd other preferences that
arc mot Exvomble 10 us of our sockholdern IfFwe mine addiional fands theough snd b with thied panass, & may be necessary 1o
l:hr[n.h\'.ihlbhnghl.Ilummhnﬁdmmw:mnnrpmﬁnﬂﬂlﬁluwhwmnﬂlmhimwkﬁrwﬁkhn

Golng Comcern

Smce mooption we have boon ongaged in organimtional acinviiies, mchiding mang capital asd eecarch and development aciivities. We have nol generated
revennes and have not yet scheved proftable operations, mor have we ever gemerated positive cash flow from operations. There & mo assurance that peofilable
opeestoms, i achicved, could be sustained on 3 continuing basis, We ane subgect 1o these naks associned with any prechnical stage pharmoceuticsl corpany that
has substantisl expendituees for pesearch and developmt, There can be no assuranoe 1hat ouf neseanch and developmint propects will be seccessiul, that peoducts.
developed will obtain pecescary regubidony approval or that any approved prodiect will be conmmercially viable. Tn addition, we operate in an environment of rapid
techpological change and & bugely dependeni on the services of our enployees and consulianis. Fusther, our fufure operafions are dependent on ihe seccess of the
Company’s effons 1o rane additenal capital These unceraintics rase substaniul doubs about car abaty Lo comtinue as & going concem for 12 montha alier the
Hsuance date of our Francial i The > np Fmancial have been prepased on a pomg concern bass. The francial statemeonts do not
mchude amy adjuspments to reflect the possible fimure effects on the recovershility and classification of assets or the anwants .nddhuﬁrluﬂnnl'h!liim that oy
result from the possible mahility of the conmpany 1o contimue as & going concem, which kutes the E of lemmtion of sssets and
Eguidstion of labilitics in the ondinary coume of basnes. We mcurmed s net ks of $7 S nelion forihe year ended Decermber 31, MMMMmmhduﬁcn
of 5534 milbon as of Decombeor 31, 2023, We antiipatc mcamng addisonal bosscs until such time, o ovee thal we can goncrate signifcant noveniae From our prodisct
candadates cumently m dey Our primary source of capital bas boen the ssuance of deb and cquity securitics.

Recently Baued Accmmiing Standsrds

For a di wn of recent T omenits, please soc the Summany of Significant Accountng Pohicies m the Motes 1o our fimancal statements moloded
ehewhere & this Ansual Repon

JOBS Act

On Apnd 5, 2012, the Jurpatan Our Business Stamups Act of 2002, or the IS Act, was signed imbo kaw, The JOHS Act contains provisions that, ameng oiher
thmgs, reduce cemtam rop for an prowth company™, As an “omerpag prowth conpamy” we s clecting to take advantage of the
Mm-mwﬂaﬁ-ﬁdwhﬂhﬁn hlhrwhnumurmmmdmmn;lmhdn and as a resalt, we will comply with new or
reviseil socoumtmg standards on the relevamt dates on which sdoption of such dards s roquared for grawih wes. Soction 107 of the WS
At prowides that our decision not to take sdvantage of the emended transition period i irevocable.




Tuhfe o Conignts

Subje<i 1o cortam conditions set [orth m the OIS Aci, & an “emenging growih company,” we are nol required fo, among other thangs, (i) provide an awddor’s
atlestation repon on our sysiem of miemal contmls over financial reporting pussuand fo Section 404, (W) provide all of the compensation disclosurs that may be
required of non-cmerging growth public companics ander the Dodd-Frank Wall Sirect Refonm and Consumer Protectian Act, (i) conply with amy requircment tha
may be sdopted by the Pubbic Company Accounting Ovenight Board regarding nuaidatory audit firm rotation or a supplement 1o the asditors repont providmg
additional informution about the sudit and the financisl statements (sudor dscussion and anabyvsis), and (iv) disclose conam executive conpensation-related fems:
sisch a5 the comelation between cecutive conpensation and performunce and comparisons of the chiel executive officer’s conpensation 1o medisn enployee
corrpensation. Thesd cwmplions will apply until the fitth anniversary of the comphaon of our sl publc offing of until we po konger muet the rogquimemmis. far
beng an “emergng gowth company,” whichever ocouns first,

TTEMI A QUANTITATIVE AND QUALITATIVE INSCLOS URES AROUT MARKET RISK

Not Appheable

TTEVIE, FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The miomuieon requimed by (he dem appears m a sepanle section of the Ansual Repord on Form 10-K begmang on page F-1 and i meorporated herem by
reference,

TTEMI. CHANCGES. IN AND DIS ACREEMENTS WITH ACCUUNTANTS O8N ADDDUNTING AND FINANCIAL DISCLOSURE
Home,
TTEM9 A CONTROLS AND PROCEINRES

Fxaluation of [Nvclosure Controls and Procedare

D with the cipation of our Chiel Becutive Officer and Chaef Fmancial Officer, evaluated the effectiveness of our declosure control and
procedunss & of Decemher 31, 2020 The tem “disclosure controls and p'rmdum,‘ as defimod in Rules 11a-150c) and 15d-15¢) under the Exchange Act, moans
controk snd other proceduses of & company that are designed to crsure tha mfammtion requined 1o be ducloscd the Company @ the repons tha & fiks or subms
andet the Brchanpe Act w soconded. processod, sunrarsed and repontod. within the tme porods specificd i the SEC raks and forms. Disclosure cantiols and
procodures mekede, wilhow! mitatson, controd and procedurcs designed o ensure that mibmmaton equred 10 be declosed by a conpany m e repors that i files
or swhenits ender the Exchange Al & acoumulated end communacated to the Companmy’s munsgement, inchiding it principal executive and principad financial officers,
as appropriate o allow timely deckions regasding requined disch Marag rgnines that amy contmk and procedures, ro matter how well designed and
opcesied, can provide only ressanable sisumsce of achieving thor ohpctives and nenagement pecessanly applics #s pdgment @ cvalsaing the cos-henciit
relstionship of possible controls and procedures. Hoascd on the cvalmation of sur dwclesone controks and procedures @ of Decerber 31, K03, our Chiel’ Peecutve
Difficer amd Chicl Fnancial Officer concladed that, ws of sech dage, owr disch contmls and p dures were effective at the reasonable assurence kevel

mnz




Tuhle pfCongnts
Management’s Annual Report on Internal Control Over Financial Reporting

Ohar munagement B responsible for extabls o mcrmal comtral over cur finascial rpesting. Intemal contal over Brancial repanting
defined m Fules 1a-15f} and L’nd;]ﬂl’]lmdulbeE:h-phnn.;m:uldn‘nudlr_rumh:mun{mlhfmmztﬁur:nduﬂ
Financial Officer, and effected by our Board, and other el to provide ihle assumnce reganding the refbiley of our fmancal reponing and
the prepartion of our finangial st 18 fior exemal n d. with generslly accepiod sccounting prncples. and inchudes 1hoie polbicics and
procodunes that:

. Pertam to the mumvienance of recosds that, = reasoashle detail, sccurscly and faely reflect the imnsactioas and deposgions of asseis;

. provide reasonable axsumance that tansactons are reconded as necessary 1o pormel propatatien of francial stalerents n acconlance with penerally
accopted accounting primciphes, and that receipts and openditane are boing nude ondy m sccordance with the sutharoations of management and our
Boand; and

®  provide reasonable sssumnce regarding the prevention or tincly detection of) | scqui usc of dip of assets that could have a
rmlerial ellect om our fmancal siatoments,

Ul the supervinmn and wih the pasticipation of our managensnt, mckding our Chief Becative Officer and Chiel Financial Officer, we condacied an evaluation of
mﬁlwmsﬁwrwmnlmmmgm o the famewark provided i dererma Comtral — Integrated Framewerk (3013 msscd by the
Ok of Sponsonng Or P ol ke Treadway Commison, Msed on this evaluaton, our monsgenent concladed that our micmal control over finsncis]
reparting wiere < Mective as of Begenber 31, 2008

Changes in Intcrnal Control Oher Financial Reporting

There wen: no changes | oar mlemal contrah over financul reporting sdentified in management’s evaluation parsaant 1o Ruks 13a-15d) end 153-1504) of the
Fachanpe Act that oseured dunng the year endad Decomber 31, 2023, that matorally affectod. or arc casonably bkely to nuterially affect. our mismal control aver
Tinamcial repoating.

Imherent Limdtsiions on Fifectiveness of Contraly

Our managenent, mehadmg our chicf excutrve officer and chicf fimanciual officer, bebeves that our disclosure control and pro<edures and micmal contrl over
finamcial repoating are desigmed to provide ble ssurance of acheyving ther objectives and are effeciive of ihe reasonsble msumnce kvel However, our
rmnagonunl doss ol expeet that oar dsclksure control and proceduncs ar our intemal control over finascald reponing will prevent all eoron and all faud. A contol
system na ndler bow well concened and operated. can provide oaly reasanabile, not absokite, assarance that the shiecives of the comtrod s yaten are met. Fusther,
the design of a comtrod systemmusi reflect the fact that thene anc resoance constrants_ and the bencfits of control must be consdered relative to theircosts, Becanse
ofthe mberent bingations @ all comol systemn, no evaluation of controls can provide shsclite ssumnce that all control st and sutanes of frisd, o any, have
been detectid. These inberent Brmtations mohsde the realitics that jadgments = docian-nuiong can be Dby, and th breakdowns can oceur because of 8 simpl
crror of rlake, Addgionally, control can be circammented by the mdividual scts of some persons, by collusion of two of iore peophs of by munagement overde of
the controbs. The design of any system of controls alio & based in pai wpon ceran assemptions abowl the Belhood of future cvends, and there cam be no
assumance that sny design will secceed m achieving s stated goaks under all potential futere conditions; aver time, controls may become inadequate becsuse of
changes m conditions. or the depree af conphance with pobicies o1 procedures muy detenomie. Because of the inherent Eftations in a cost-ilective comtrol system,
i tatoments due 1o omor or fraud may occur and nod be detected.

TTEMVI9E, OTHER INFORMATION
fa}  Neae

fh}  Dunng the fecal quaner ended Decomber 31, 323, po discotor or “ollicer” (as defined in Bule 16a-1(0 under the Exhange Acthof the Conpany sdopted
of ienated any “Rule 1051 rading amangement™ or “noa-Rale 10031 tading amingement.” a3 cach tom s defined n e 3080 ) of Regulation 56,

MEMSC, BISCLOSURE REGARDING FORBICN JURIS IHCTIONS THAT PREVENT INSPECTIONS
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PART I
TVEM 1k, RECTURRS, EXNECUTIVE OFFICERS, AND CORPORATEGOVERNANCE
Infomrwtsom requared by this nem s mcomporated by reference 1o our Proxy Stmiement fior the M348 Ansvual Meeting of Stockhakdiers
TTEM 1L EXFCUTIVE COMVIPENS ATHON
Infommizon required by the dem s mcompamied by nefenence 1o our Proxy Saatement for the 2024 Anoual Mesting of Ssockholklens
TTEMI 2. S ECURITY OWSNERS TP OF CERTAIY BESEFIOIAL OWNERS ANI MASNAGENIENT AND RELATED 5 TOCKIMBLINE MATTERS
Infoamution required by this tem s incompamted by neference to our Proxy Statement for the 2024 Annual Meeting of Stockhalders
TTENE 13 CERTAIN RELATIONS HIPS AND RELATED TRANS ACTIONS, AND DIRECTOR INDEPENDENCE
Infosmwtson required by this fem i ncompeormied by refenence 10 our Proxy Staieenent for the 2024 Ansual Mesting of Szockhokicrs
TTEN L4, PRINCIPAL ADCOUNTING FEES AND SERVICES

Infomemtion requircd by this item & incorpomted by neference 1o our Prosy Sistement for the 3004 Anmual Mecting of Stockhobders

1




PARTIV
TVEM 15, EXHIBITS AND FINANCIAL STATEMVENT SCHERLES
{up1) Financisl Statements

The finamciad statemunts and nclated Boles, togather with the rpont of Moss Adame TLP and Mayer Hoffiven MoCaen PO appear a1 pages F-1 through F-
22 following the Exhiba List as required by “Part I—Hen 3—F al and Data™ of the Form M-,

a2} Financial Staicment Schedules

Al sehindules have been amitted bocause the nfommution roqured ta by set foath theren & not apphicable or & shawn n the financal statoments or nales theneti
{ai3) Exhibdts

The lallwmg exhibits are fiked as pant of, or meorponted by reference milo, this Amondment.

Eahildt Na, Diserd pthom of Do usment
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Jol e XBRL Insiance Document - the mstance document does Bot appear i the Inieracive Duia File because @3 NBRL tags are cobedded withm the
4 Enline XRRI docaneni

ol scHe Inhne XBRL Tawmory Egension Schorm Document

101 CAL® Infine XERIL fon L

ol DEF* Inlin: XBRL Tosmormy Exension Definition Linkbsse Document

ol LAB" Inline XBRIL Teweory Facnsion Label Linkbasc Document

s Cover Page Intcractne Data Fike (formutied as Inkec XIBRL and contaned m Exhibas 101)

#  Portwns of this exhibit (milicated by astersks) are omstted in accosdance with the rakes of The SEC
*  Filed herewith,
*®  Fumshed, not fiked,

t Inds ] COBIECT OF stion plan, contrict or Emngement,

TUENT Lo, FOMRAD 10-R S TWVIARY
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DERMATA THERAPEUTICS, INC.
INIREX TOR FINANCIAL STATEMENTS

As of December 31, 2023, and 2021, and the
Years Ended December 31, 2023, and 2012

atig Fipn (PCAOR 1D 659)
g Fim PCACE 11 199
Financial Siatementa:
Balince Shovts.
Sraponts of Oogrglions
. .
et ub bbb Latis dbilioy
Mot to Fmanul Statancats.
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Linhle of Contcrts
REPORT OF INDEP ENDENT REGIS TERFD FUBLIC ACCOUNTING FIRM.

T the Sharchakders and the Boand of Directors of
Dermuta Therapeutics, Ine_

(pivdan om the Financial Satements

We have andeed the sccanpanying halance sheet of Dermata Thempeutics. Ine. (the “Uanpany ™) ax of Decenber 31, 2023, the relatod slatement of aperstons,
stockholders” equity, and cash flows for the yoar then ended, and the nelated notes (collectively refiomed to s the *financal statements “1L In our opmon, the finencial
stgtemonts presont fidy, in ol muteral respects, the Tinancial posion of the Company a3 of Deceber 11, M08, and 1he resuhs of its operations and s cash flows
for the year then ended, in confommiy with i principles generally scoepted in the United States of Amenca,

We abso have sudited the adpstments to the 2022 fnancial stalerents 1o reirespectively reflect the mpact of the reverse stock sphi, descrbed m Mote L In our
apmion, such adjustnents are approprute and have been propealy applicd. We were pol engaged 1o audi, review o apply procedures 1o the 2022 fmancal
statements of ihe Company otler tham with respect 1o the sdjustrents and, acconlingly, we do not epreis an apmion of any other fom of asssmnce on the X022
Tinancial statenmnts takem & o whobe.

Casivgy Concern Uncertminty

The sccompanying Gaancial statements have beoem prepaged assunang that the Company will continue as a going concem. As discussed i Note | o the financal
sratennts, the Company has recurming lascs flom eperations and has an accumubitod deficnr that mine substamtal doabs about s shdity 1o continue as a gomg
concem. Management’s plans m regand 1o these matters are described in Mote 1. The Bnancil statements do ot mchuide any adjustments that meght result fromthe
outcome of this ancenamty.

Basts for Opidon

These mancal statcrments are the responsibility of the Company’s munagement. Our rosponadbebiy & 1o cxpress an opinon on the Company’s fmancal statements
based on ouraude, We are 2 public sccounting firm registened with the Public Company Accounting Oversight Boamd (United States ) (PCAGHE") and are required 1o
b independent witl respect to the Company in sccordance with the U5 federal securities liws and the spplicable ruks and regulations of the Securities and
Ewhamge Commss o and the PCADE

We conducicd our sudi m accondance with the standands of the PCADE, Those standands requine thai we plan and perfanm the audit to obiam reasonable assurance
about whether the fmancul statements are free of malerisl mestatonuat, whetlser due to eroror Gawd. The Company s ol required 1o have, nor were we engaped 1o
perfoms, an awdd of £ mtemal control over fmancal reporting. As part of our andit we are required 1o ohean an understanding of mtemal control over financal
repanting but nat far the pampose of express g an opnion on the effectiveness of the Canpany s imemal contm] over fmancial reponting. Accondmgly, we exgpress.
no sisch opinion,

Ot aud wwhaded perfommng procedunes to asvess the miks of nutemal msstatement of the financul statements, whether due 1o amor or faud, and porformng
procedine o respond 1o those miks, Such procedures mcladed cmmnmg. on a fes baiis, evidence rogandng the amounts and disclosures in the financial
statements, Our sudie akso inchaded evalating the sccounting principhes used and significant estiomtes made by managenenl, as well s evaluating the overll
presentation of the fnancul statements. We beleve that our audit provides a reasenable basis for our opnaan.

s/ Moss Adanw LI

San Dwego, Califomin
March 21, 2004

We have served as the Company’s andgor singe X123
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Tuhfe o Conignts
Reeport of Insdheprenadent Reghstered Pullic Acossnting Firm

T the Board of Dhrectors and
of Dermata Thempeutics, Inc.

Opdmlom om the Finamcial Statements

We have andited, before the efticts of the adpistments to remupectively apply the reverse stock sphit described in Note 1. the acconpariying bakince sheet of
DPermuta Thempeutics, Inc. (" Conpany ™) & of Decender 31, 2022, and the rebated of and o hensive loss, siox " equiy {deficit),
anil cash flows for the vear then ended, and the related motes (colleetively refemmed 1o as the "fnancial siasenenis™). The 2022 fnancul satenenis behare the cffects
of the adpstmmis discussed i Mole 1 are mot presemtad boren. In oar opmson, the fnancal statements, before the elocts of the adjusiments. to romspectively
apphy 1he neverse stock splt described i Mate 1, present Eairly, in all mabonial res pects, the finasicial position ofthe Compary as of Docembar 31, XX, and 1he nesuks
of ity operations and its cash flows for the year then ended, in conformity with sccounting principles generally sccepted in the United States of America.

We were nol ongaged 10 audi. review, of apply any procedurces (o the adasstnaonis to retrospectivedy apply ihe rovenie stock splil descnbed m Node | amd,
accondmgly, we do nol express an opinion orany oher Torm ol assurange aboul whether such adasiments are appropriate and have been property spplied. Those
adjustments wore sudited by Moss Adans LLP,

Lasing Comcorn Uncertaingy
The sccompanying fmancial siatemonts have been prepared sisuming that the Company uiwﬂnwuawnn concem, As discussed @ Note 1 1o the financul
staternts, the Company has incumed recuming bsses and negative cash fows from opemtions and i dej o addditicnal i no fiend wons. These

condifkns raRe substantial dowbt about s ability to cantinie as o going concom. Managiment s phas rogarding these mubiers ane alno described in Note 1. The
financial staicmenis do not mchde any adjusiments that might resull Fomibe oeicome of thes unceriamiy.

Basis for Opinion

These fimsncil statenents ane the respons ihiity of the Company’s menagoment. Dur responsibiity s 10 express an opinion on the Company’s financis| statements
baved om our suda, We are s public sccouniing firen regisicred with the Public Company Accounting Oversighs Boand (United Sistes ) PCAGHE" ) and are requised 1o
be independont with fespest 1o the Conpany i sccordance with the LS. fedoral securitios laws and the apphcable niks and ropelations of the Scountics and
Exchange Commession and the PCADE

We conducted ouraudit m accondsnce with the standasds of the PCADR Those standands require that we plen and perfonm the sudit to oheain resscnable assumance
aboat whether the Gnancil statcements ane fiee of maleral meslasomen), whether due o cor or fraud. The Company B ot reguired 1o have, nor wore we ongaged 1o
perfomy, an asde of s miemal control over fmancal reporting. As pant of our asdit we are required to obtain an understanding of miemal control over fmancal
reparnting but not far the purpose of expeess e an opmson on the effectiveness of the Company's imemal control over finarcial reponing, Accordmgly, we express
a fich opinasn

Our audid mchaded performing procedurcs B assess fhe msks of muieral mssistement of the fnancul sisicmenis, wheiber due (o omor or Faud, sad performng
precedures that respond to those risks. Such procedanes included caminng, on a test basis, cvﬂemulnd-ntk-mn-!: and disclosures m the financial
statements. Ouar ande abio nchaded evahiating the sccounting praciples. used amd significant csia e by ax well a5 evaluatmp the overall
presentation af the financal statoments. We beleve that our audit provades a rasenable hasis for our opmaon.

We served a5 the Company’s sudior from 2006 10 3023,
Jaf Mayer Hoffomn MoCann P.C

San Dwego, Califomia

Feheuary 21, 2023
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IFERMATA THERAFFLTICS, N
Halance Sheets
31,
013 LM

Assrrs:

Cash and cash eqmivalents 3 TAWIE 5 [T e

Prepaid expenses and other curent assets S04 T3, 194
Total asscts. 3 THTRAM 5 SRR
Lishilitics and Stockholders* Bquity:

Accounts payabhs 3 AR § 46, 702

Accrued and oiber cument Inbilitics T57.55R 425912
Total abalitics 163,616 Ll
Commatments asd Contingencies (see Nole 7)
Stockhoklers' Bquiry.

Conrnon Sock, par vakse S00001, I50,000.000 shares authorind a8 of Decendber 31, 023, and 2022, 3930840 and TH115

shases sswed and ouislandmg as of Decender 31, 2023, and 2002 respecinvely, 3 il

Addeioaal paid-in capial 972,500 S1.6014,068

Accunulatod defuit [SBIRTHTR) 145,593, | K8y
Tioral sockhokers” cquity 6385018 H021 K5
Taotal bubdics and stockholdens” cquity 3 TOTRAM % 15 AR

The sccompanying Botes are an intogrl pait of these financial statements.
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THERMATA THERAPEUTICS, INCL
Statements of Operations
For the year ended
A1,
01y 01l
Operatmg expenaes:
Rescarch and developmeni E A0 5 L8140
Ceneral and adminkimine 1972140 A0rias
Total operating expenses R 506 L
Loss fromeperations (K04 5086 AT 88
Ciher ncon amd epenses:
Imserest income, net 2472080 {63, 573)
Het loss: 3 (LM 5 (9610913)
et bonk per shase of commeon atoch, basic and dilwed 3 247 13.92)
Weighted-average basic and dilibed common shancs L2439 0 (6

The accompanying potes are an integral part of these financial statements.
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IFERMATA THERAFFLTICS, N
Sitatements of S tockhobder's Fouity (Deficin
Additional Tl
Commmon 5 ock Paidkin Accanuslated  Stackholders’
Shares Far Value Capital Defict Figaity

Balance at December 11, M121 imss § 2 3 AERINT 5 (eI 8 140,007, 104
Lsuance of Conmon Sock and warrants, ool of ssuinde costs 6,162 6 427635 . 4 ITHI65
lssuance of Comrmon Steck apon exrcie of pre-fumded wamnls 179,688 1= R . 87
lssuanse of restricted stock uni awasds - - 1N a (L% i
lisuance of Common Steck gpon converson of reatnctod stock

aniey 13,728 1 in B -
Stock-bused compensation . - 102, 136 - 102 185
et boss 3 i = IR AN
Halance at Decersher 10, 2002 TS T 5§ SleMoas 5 4588 § B2 R
Twuanie of Commmon Steck and wamants, not of Esuance costs 3555 i SA81613 - S50 008
lisuance of Comsrnen Stock upon exercise of pre-funded wamants | 55445 1%7 - Ly
Tisuance of Conrman Sock apon cxenciie of wamants, po of

Wsuance cosls TN k] 1,953,653 - 1.953.957
Scitkemeni of fragional shases paxd m cash (LR} 4p - (S0
Srock-baved conpensation - 52082 - 22082
et lass & = & (7 7 AT (7T Ay
Balapee ot Decender 31, 003 Awoss § ¥3 OS5 SIS 5 (SLIETETE) § 6355018

The accirmpanyisg nobes are an miegral pan of these financil slatements.
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DERMATA THERAPEUTICS, PNC.
Statements of Cash Flows

Cash flows fromoperaing activities:
et loss
Adpstiments b reconele net bss W net cash used 0 opersting acivitics:
Stock-based on

componsal
Increase (decrease) in cash resultmg fromchanges m:
Prepaid expenscs aad ather current mscts.
Accounts payablk
Acoraed and other curment abilities
Total adjustments bo reconcile net ks 10 cash wied in aperataons
Nt cash used in operating acinvithes
Cash fhows froms financing aetiviths:
Proceeds from ssuance of Common S2ock and warmints, net of issaance costs
Proceeds from excrcne of pre-funded wamanis
Faymenl for fractional shares @ reverse stock spht
Nt cush provided by financing scinvities
Net imncrease (decreas<)in cash and cavh equivalents
Clash and cash cquevakenis ol beginning of pernod
Cash and cash equivalents ot end of peniod

dmiclosuse;
Cash pasd for laxes
Incremental fair vahie of March 303 warmst modification
b Tair value of Movember M2V wamant induy

The accompanyimg nobes. are an integral pan of these financial slatements
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THERMATA THERAPEUTICS, INC.
Nedrs 0 Finascial Statements

1. Chrganization snd Bais of Prosootation

Dermats Thermpewtics, In., (the “Company™y was fomed i Decorbor 2004 as 3 Debware lmited libilty company (~LLC) under the name Dermata
Therapeutics, 11T On Masch 24, 2021, 1he Conpany converied from an LLC 1o & Delaware C<arporation and chasged e nan to Domta Therapeutics, ing. The
Conpany is a cinkakstage biotechnobgy company lecused on the treatment of nedical and aesthetnc slon conditions and deeases.

Imitlal Public (dEring

On August 17, 3021, the Company completed its. nitial public offerng (“IPO7)L in which it sokl 160,714 shases of its common stock, par valae SO000 per
share (Comyon Jnﬁw:du'rwlll 160,714 waaramts. to parchase one share of Compaoa Stock with an exercise price of $1I200 per share, 51 3 combined offermg
prce of $112:00, Add § thew option to puschase an add | 24,106 warranis so prrchase Conmmn Stock with an casnime prace of
S11200 per share, resultmg in 1u|ll PO warants msued of |#4520 at an ownme prce of $11I200 The Conpany receved net cash procecds of approsmately $154
mllion from the [MChatter deductmg underarters ' dscounts and ofering eapenses ol approsmicly 526 mllion,

The Company’s shares of Common Sock and wamants are ied on the Masdag Srock Markey LLE (“Masday™) under the symbob “DRMA” and
“DRMAW " respectively, and both began tesding in August 2021,

Rewerse Stock Spit

On March 13, 2023, the Conpany effoctod a reverse stock splt of shans of the Conpanys Commoa Seo<k at a mato of |-or-16 pusiant to an smendment 1o
the Conpany s cerlilicaie of moorpomsiion approved by ihe Company's board of dectons {ibe ~Hoard ™ and stockholders. The par value and suthonied shares wene
et adpsied as 8 result of the reversse splt, All maved snd oulsiendimg shares of Comemon Stock and per share amounts coalamed = the inancnl statements have
been retroactviely adpasited 1o reflect ths reverse stock spht for all porods presemied.

Ligslfity snd Calmgg Coneern Uncertaimty

Smec its mocpbian, the Corpany b dovoted substantially all of #s resownces 1o rescanch and develapment actnvitcs and has not gencrmied any fevenoe of
commercalind any product candidates. As of December 31, 2003, cash and cash equavakents totaked $7.4 mibon and the Company had an scourmlated deficit of
5534 malllen. For the year ended Decerdber 1], 2023, the Compuny used cash of 36,4 million in sperations, The Company’s cash and cash equivalents are expected 1o
Tumd opematians mio the thied quarer of 2034, The Company antkcipates that it will contines 1o moer nel bescs for the foresceable futere, Thise fclos mise
substantial doubt aboul the Conpany s abiley to continisc as a gong concerm or the enc-year possd followsg the date that these financal statcmmts were msued.

Hastercally, the Company’s prineipal sources of cash hsve included proceeds from the issuance of equity sevunties and debt. The Company's prngipal uses
of ¢ash have meldod cash used i opemtions snd payments for beonse nghts, The Company expects that the principal uses of cash in the forare will be for
continaing operations, fundng of rescarch and dovelopmont, conducting prechnical siudas and chnscal trials, and goneral working capial requircnacnls. The
Conpany ewpocts that as rescarch and developrent expemses contmue o grow; it will need 1o mae additional capital 1o sustan operations and research and
development,

F§




Tuhfe o Conignts
Mamagemeni's Plan to Conflmte as a Golng Concern
Tnmlmeuamngmm lhrrmymm&mumnm 0 rame addigional capial resousces. Until the Company can gencrate

cash froi ‘s plans to obtain such resources for the Company inchide proceeds from offenngs of the Company's equity secumties
or debil, or tmmsactions lwnh'l!: :Imduﬂ development, tochnalogy licensing or colishomtion. Management can provide no sssumnce that any sources of &
sulficicnt anount of fmanca will be available 10 the Corpany on faverable tems, if ot all The Company's sbility 10 rase sdditional

capital oy be advenicly m‘ud by poential worsening of ghobal sconomc conditions, potential future global pandeecs of health crmes, and the rocont
dsnaptions 1o, and volatilty n, the credd and financial markets in the United States, Because of historical and expected operating kosscs and pet operating cash fow
delicits, there is subsiantial dowht about the Company's shiity 1o costmus 25 2 gomg concem for ope year from the ssuance of ihe consoldsied Bmancml
statemenis, which s not alleviated by numagement’s plans. The ying lnascial have been d ange 1hat ihe Conpany will contimue as
a gong concom. The Francial statements du nol mohsde any adpsstmonts 1o reflect the possible future elfacts on the recoverability and class Mication of assets or the
amounts and clas s ification of Rabilties that ey res uwll from the possible nabiliey of the Company 16 continge &3 a gong comoom

By of Presertation

The accompanying financzl statements have been prepancd m acconlance with accounimg mlrs pincrally accopted in the Usited States MGAAPT)
The preparation of financial staterments in conformiy with GAAP requines 10 make wes that affect the amoants repored in the
finamcial staterents and the scconpanying noles, Amﬂmﬂnmﬂddﬁ&rm};ﬁnmﬁuumu.

2, Sunwwary of Sigaificamt Accounting Palicics
Use of Estimates.

The Companry's financul slatenents are proparcd n acconlance nath GAAR. The prepamation of the Company™s francul statements mqures munagennl fo
muke cstamales and assumptions that mpact ihe reporied amounts of assets, iﬂaﬂ:ﬂ ansd l:‘)m!:l. and duchssure of comtingen assets and Rabilnies m the

m.lnﬂllﬂmmhmmmwnsm O an ongoing basis, these and judgr mcluding those related to accrued
rexgarch and devek , Anngk-hased comyp ion, and the catimsted fair vahics of ¢quity b . M v it pRrEmtes on an
Mm-.mmmna:mnmmu:wm thal & bebeves ane ahle under the Actual resubs nuy daffer from
these estmmtes under differont assumplons or condstions.
Segment Informstion

Opersimg segments are defined 55 components of sn cnterprse aboat which sepamte disorcte s avadabde for evala by thie chicf opemtng
decivion ruker, o docisan-mukmg growp. in decxdmp how o allocate and i The Compeny and the Corpany’s chicf opermmg
dectsion mker view the Company’s operations and musage A5 business m one operating :q.m:tr which & the business of developing and conmerculisng

pharmuseulcaks.
Canly amal Cas b Faubvalemin

The Company deposits its cash amd cash with fnancul 3 that are msaned by the Federal Deposit Insurmee Compomtion
{FINC) which ase beld i chocking aed cash swoep scoounts, At times, deposits beld muy oxcood the smount of msurnce provided by the FDIC, The Company
mmaindaing an insused cash sweep sccount in which cash fronyits muin eperating checking sccount is mvested ovomight n highly quid, shomdemmvesiments, The
Company consklers all haghby hquad nvestimonis with a mutunty date of 90 days of ke al the date of panchase to be cash equevalents.

Concentrations of Credit Risk

Fnancul mstruments. that petentially suhject the Company 10 a concentration of cralie isk consist prinunly of cash and cash equivalents. The Conmpany s
expused bo oredit sk i the evont of & defaull by the financial insieutions bolding the Company s cash and cash equivalents 1o the exstent of the amoants eld in
exess of FDIC s, The Company lmits ins credin risk by placing s cash and cash equivalents with financis] mstiutions o believes are of high qualay, To dme, the
Company has not experienced any ksses on s deposits of canh snd cash equivakents.
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Tuhfe o Conignts
Fair Value Vean arement

The Company uscs a three-tier fair valoe hicrarchy 1o priomise the inputs used m the Company’s far vakic messucments. These tem mehide Level |,
defined as observable mputs such as guoted prices in active markets for identical assets: Level 2, defined as mputs. other than guoted prices in active markets. that
are either divectly or ndwectly sbservable: and Level 3, defimed as unobs envable impats in which littke or no market data exists, therefore requiting an entity to develop
s own wesunplions. The Company bebieves the camying amount of cash and cash equivalests, sccounts payable and sccrued expenses approsiomate their catimmed
Tair vakacs dise o the shon-teminanan: of theso dsscts and habili,

Interest Income
Interest meome conssis of micresl mcome camed on cash and cash oqaivakents from mntoest beanng domnd sccounis,
Patent Cints

Patent costs related 1o obtaming and rmintammg patent protecton m both the Unsicd S1ates and othor countries are exponsed as iicmired. Patents costs are
classilied as gemenl and sdming mine openses

Rescarsh and B Tt

FRescarch and development costs consist of expenscs moamed in comnection with the development of the Company’s prodect candidses, Such expenses
wchude openses moumed wnider ogreements with comtesct reseasch onganizions, manufBcturmg and supply scaleup epenses and the cost of sequinng sl
mansilscturing peechinical and clmxcal wrial supphy, catsourced boratory services, inchsding naterials and suppls wied 1o suppodt the Conpany’s mieanch and
developmont adnilics, and payments msde for Beense foes and naikstones that have not been denmoastrated 1o have commenial vakic. Such costs ane cxpeneed in
ihe penods @ which ihey are mcusred. Upfroni paymenis and mifesions paymenis lor leersed iechnology are expensed as rescarch and developmend as meured or
witen the nalestone i achieved or m determned (o be probable of beng achrved. Advanced pavenents fiar poads or services to be received in the Ralare for reacarch
anil developmenl activitics ane recondod as prepaid expenses and expensed as the relited goods ane received oF semvaces. ame perfarmed.

Imcome Tames

The Company has operated as a C=Corporation smce March 2021 and accounts far meome taves under the assct and hababty mcthod. ahach moquecs the
recognition of deferred tax asscls and labifitics for the expected fistume tax comsequences of evenls that have been inchaded in the fnanciul ststemonts. Under this
methodd, defemed tax assels and Babilties are deiermned on the basis of the differences between the financiul stafements and taxbass ofassets and lishilites wsmg
enacted tax males in @ffoct for the year in which the dilferences are cypectad 1o reverse. The effect of a change in tax mies oa defored tax assets and lishiliies &
recognied in incom: in the porod that mchides the cnactmemt date,

The Company recopries net defomed tay asiets 10 the extent that 1he Conpany beleves theae assets are nore Blely than net to be realieed. bn mulang such s
determmnation, menagement consaders all available positive and negative wdm wolading finse revemals of odstmg toobls rempoey differenccs. projected
Titue taable moome, lasplannmg stralogss, and reaslts of iooend op letormines that the Conpany would be abke to roalie 5 dofiemed tax
ulau-IbeE.lll:rlnm:nfhnnmﬂd-ﬂmmmﬂnﬁ-mmuhmmusct\‘llﬂm.lkmuhﬂ:mﬂmhu
the provision for moome taes,
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The Company recoeds wncertain tax positions on the base of a two-step process wherehy (1) munagemest determmes uﬁﬂhtlnmhlylhnml :‘hanhe
tax positions will be sustained on the bass of the technical merits of the position and (2) for those tax posions. et met the —
theeshokl, mumagement recognioes the largest amount of tax benefit that & mors than 50 percent kel 1o be realined upon ultiemte scitkmemst weith the related tax

amibonty. The Company recognirs interest and penaliies related 10 anrecognized tax benefits within incone tax expense. Any accrued mterest and penalties ane

Stock-Based Compens ation

In March 2021, the Compary’s boand of directors and s harchaklers approved ihe Demuta Thempewixs, In, 2021 Oonibus Equity Incentive Plan jike ~X021
Tlan™). For stock options granted under the 1021 Plan, the Company measuscs and recopnias conpensation cpemas for all stock-based awards mode 1o enplovecs.,
dmectors, and non-smployecs, based on estimuted fair valies mcopmiacd wsmp the strasght-Ine method over the mqusite service period. The farr value of options 1o
purchase Common Stock granted o employecs i cstated on the gramt dare wsing the Black-Schaoles valuation model The caleulation of stock-based compensation
expense requines that the Conmany muke cenain assumptions snd judgments shoat varisbles used in the Black-Scholks model, including the expected term of the
stock-based award, opocied velatilny of the underying Common Stock, dividend yicld, aad the riski-froe interest rate. Forfcitures are accoumted for in the poriod they
ocour Bestricied stock anits (“RSUs") granted under the 2021 Plan arc scasurcd al the grant date fair valbee of the Common Stock. with comespanding compensation
expenie nevogniacd misbly over the requisde servics penod.

Warrasix

The Company performs an ssaessment of warmnls upon Bsuance o determing ther proper classification in the financil sestements based upon the
waranl’s specific lemm, i sccondance with the suthoritative gudance provided i Financial Accounting Standards Board (“FPASE™L Accounting Standsnds

Codificatmn {~ASC™) 480 [¥ thirg Licabifitiex fom Equiy, and ASC 818, Derivatives aod Hediging, The stsessmemt consaden whether the wamants are
T ing financwml i e 1 ASC 2RO and whether the wamants meet all of the L Bof ety cha on under ASC 815, mhading
wieiher ihe wamnis are ndewd | ihe Company’s own common stock and whether the warmst holders could potentially require cash sefilement of the wamanis,
‘The Company for mudifications asd exhanges of wamasis s with ASL N2 104, Ewenisigr Per Share ( Tapic 2600, Debr — Moolifcarios amd

(Buhtopic 470300, Compensiion — Stock Compensntion {fopic 7180 and Dervatives and Hedgimg — Comtraves fn Entites O Eguity
(b 81 540) Fowers Accumatimg for Certatn Maflifcationy or Evwharges of Freestonding Epwity-Classified Weitten Call {stiomy fa comvensus af b
Emerging lases Task Faroed { “ASL 202 0470,

ot wsucd or nodslicd warrants that sect all the crtena for equaty chassilcation, the namants sne requined 1o be Focorded as a componcnt of additaanal paid-
m capital For miucd or modified warnsts that do oot meet all the ctema for equily chassification, the warmsts are requared 1o be hability cbassificd and reconded at
thew mitial fair vakee on the date of Biuance amd remeasured at fair valee ot cach balmce sheet date thereafler The Company has perfomasd an assessment of all
wammnts saued and nodifiod and detormined that the Company's warmants are oquity - lassifiod.

Comprelensive Lims:

we bss moldes net loss and other comprehens ive meome toss ) for the pemods presented. The Compasy il non have oiber conprehensive
mooine (ks ) leme ssich as unncaliod gains and kosscs and o for the years ended Decender 31, 2023, and 2022, conprehwnsive ks was equal 1o (e net ke

et Lims Per Share of Common Stock

s net koss per share & cakulsted by dividing net ks sttributshle o common sharchobdors by the weighted-averago number of shares oulstanding
during the period, The weighted-average mumber of shares of common stock outstanding inclodes (1) contingemtly ssuable restncted stock units for which no fabure
service i required ax 3 condition to the delvery of the underlying Common Sock, (8) pre-fimded wamints bocamic thew excreise requines only nensnal cons idemtion
for the delrvery of sharcs. and (ia) sharcs held @ sbevance bocsusc there & no consideration roquired for delvery of the shancs. (collcctively. “basi sharca™L
without consideration of common share equivalents. Dilated net boss per share & caloulated by adjusting hasic shares dmg for the dilitive effect of conmon
share equivalents outstanding for the period. For pumposes of the dilsted net oss per share cakulstion, stock optiens and warmnts are consadered 10 be common
ahure equivalents but are exchuded fromibe calculation of diluted net lss per commuon shane if ther elfect would be anti-diliive.
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As ihve Conpany has reporied o ned loss for ihe perods presented, dilufied pef loss per common share is the same as The basi pel ke per common s hase for
the ponods presemied,

Year Ended December 31,
iy il
Net loss: 3 (ATdee) S (81091
Basic and dilined met oas per common share i 267) % 13
Wetghted-average has i and dilited commmon chancs P 0 ol

The common share equivalends that are not ncluded o the calculation of diluted net kose per common s hane bud could potentially dilule basic camings per
shure in the future ase 2s follows:

As ol 3.
023 FLIH
Conamon Stock Optisns [l
Copymon Stock Wamants BISRAT 437, 2
Total potcatially diutive scouritics R 0,085

Recent Accousnting Pronssncemenis

For the year ended December 11, 202, the Company bas reviewed recent acooenting standands and dentified the following as reblevant to the Company.

In Decomber 2023, the FASE Baued ASU Mo, 200500, focome Tirees (Topic 7400 fmprovemsents 1o Ineoe T Macliures . ASU J00008 pequires
disaggregated mbormution aboul a rportng ontity’s cffective 1a% fale feeoncilistion as well as nfonmton on income s pasd. ASL 200300 & effectve for publsc

enliics with anmual penods begmning afler Decerber 15, 2024, with carly adopiion permiited. The Company s cumenily evaluating the smpaci of this guidance en i
finaecial staterments and moans: tax Botnole.
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3, Balance Sheet Detalls

Thie following provides cenaim balince sheet daaik:

Prepaid expenses and other cument assets
I'nepaid inswmnce

Prepaid rescarch snd development costs
Prepakl other

Inserest recenvalile

Total prepaid expenscs and other curment asscts

Agerued and other curent lsbiliics
Avened rescarch and developinont casts
Acoried compensation and benefils
Accnzed other

Total sccroed and other cament abdsties

4, Figalty Securities

As ol M.
fI71] 01l
L] anal § b 807
slan 92561
Ham 11604
B35 12600

0,59

TH6A% 170389
502

H 757558 § 425,932

O Juby 11, 2022, fhe Company filkd a Cerlificate of Amendment fo the Company™s Amended and Restated Certificate of Incorporsion aith the Seaelary of
State of the State of Deliware to mcrease the namber of anthorized shares of the Conpany's Common Stock from SO0 sharcs 1o 250,000,000 shares. The
merease m the namber of authorved shases was approved by the hoklen of 3 mujorty of the sutitanding sharss of Common Siock of tbe Company a2 ®s annaal

mocting on by 11, N22

A sanwary of the Company s equity secanties as of December 3, X3, s as follows:

Heldin
Thescripi Autharized bsued Abeyamce Reserved Owistanding
Conmon Stock, par vakie S0.001 ‘250,000,000 IR0 LTI0000 - LI0ER
Prefemed Stock 0000000 . . . .
Warrants - RIsHT - - RIS 0T
2021 Oembias Fguaily Incentne Plan G20 115,792 - 13277 102,074
Toral equity socuttics. 6L, 060 [ ZTR0,000 s [RECTIET]

Csrmon 5 tock

On November X, 2025, the Company chosed 0n an mdicement agreetment (the ~Inducemont™) with a helder ithe “Holder™) of certain of s exsting wasrants
o plarchase wp 1o LATLONS shares of the Company’s conmmon stock, isned to the Hobber on (i) April 25, 2022 fa¢ amended on Masch 20, 023, the “Apal 2002
Warmanis™) and (il March 20, 2023 (the “March 223 Wamanis™ iogether with the April 2002 Wamrants. the "Fxisiing Wamranis”) The Fusiing Wamanis had an
ewrcns prive of $2E2 Puncuant 1o the Indacement, ibe Hokler agread 10 exercise for cash s Bxsting Wamens a1 redused eercise price of $06511 per share in
cunzideration for the Company s agrecment to saac m a private plcement (i new sanes A Conemoa Stock puvchase warmnts (the “November 2003 Seres A Cammon
Warants ™y 1o parchase 3,7 %W shares of Common Stock and (5) new senes B Common Siock purchase warents fthe = November X023 Senes B Carmon Warmants™
and together with the Noverber 2021 Serics A Gommon Warmntg, the “New Warsnts™) 1o purchase 1,236,246 shoes of Common Stock | The Mew Wamnts s
enrcisable subjeet w siockheker approval, which the Coimpany pocerved 8t 3 stockho ks mecting on Jannary 12, 2034, The Company recetved net cash proceeds of
approssmatcly S20 million from the Indeccment affer dodiscimg underwrilon” dscounls and offnng oponses of approsmaicly S0 nallan
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O May s, 1003, the Company closed a private placement (ihe 2028 FIFE") prced at the market under MNasdag raks. in which @ sold 438355 shares of it
Comron Stk together with MLEXT pre-funded wamasts 1o purchase wp to an aggregate of M2.322 sharcs of Commaon Steck with an cwercise price of 800001 per
shsare ithe “May 2023 Pre-Fanded Warrants™), and SMUETT wareants o puschase up 1o sn aggregate of BLETT shars of Comman Stock with an exsreiie price of 32,16
per share jthe “May 0% FIPE Cormuon Warmants ™) at a corhined offermg price of $2.285. The Company recerved net cash proceeds of approsnately $1.5 million
from the 205 PIPE afier deducting underwriters” discounts and offering expenses of approximutcly $0.3 million. The May 2003 Fre-Funded Warrants were exercised
figlly dwring the second quancr of 2028

On March 20, 2023, the Conpany chsed a public offering ithe “Masch 2023 Offering”™) priced at the market under Nasdaq rukes, in which # sold an aggregate
of (1) Z5,000 shares of Common Stock, (ip pre-fimded wamants {the “March 2023 Pre-Funded Warrants™) to purchase up to an aggregate of 1,533,125 shares of
Corrmon Stock with am cxcncne prace of SOU0] per share, (i) Serics A warants (the “Manch 2025 Serics A Coneron Wamants ") 1o punchase up 1o aa aggregale of
1418123 shares of Common Siock, and (v Serics B wamants (the “March 2003 Sercs 18 Commuon Wamanis™ and collectively with the March 2120 Semes A Conmman
Wamants, the “March mm’m; Warrants™) to purchase up to am aggregate of LAIRIZ shares of Common Stock. The}lmh}l?]l'ﬂ'rr-g Warrants had an
exercine price of $252 per share. The Conpany received pet cash proceeds of approgmately $4.2 million after deducting the and offering
epenscs of spprosinutcly S08 milkon. The March 2023 Pre-Fuanded Warmanes vere fully cemiscd dusing the it quaner of 2023, and r.||: Masch 2003 Offcring
Warrants were excronied as part of the Induccmont m November 2003,

O April 25, 2022, the Company chesed a private placomest ithe A p 2022 FIFE") in which & sold 56,161 shares ofits Commen Stock together with 179687
Iunnunnrm\.-imupluulwcnflhﬂ?ihﬂno{fmﬁocilihlnmupmnlﬁmlmihﬂtlhe'ammmh-ﬁmsal
Wamants~), and 135,849 warmnts to purchase up to an aggepase of 235,849 shares of Comrmon Stock with an excreise prce of 32120 per share (the “Apnl 222 PIFE
Common Warrants™ |llpnn!modnmpnnenf!.l.!ll.'l'bcfhwm#mdMcﬂlpmwﬂsnflwm“tﬁ“!ﬂn.ﬁnmﬂwmm;ﬂﬂ
dedecting underarens’ and offering of approaemiely $0.7 milhon, The April 2002 PIPE Pre-Fanded Warnnils were fully exercised during 002,
udduApﬂmmfww‘#ﬂmrtmmwﬂdﬂmﬁ1hmﬂmmhmmm

Preferred Siock

While the Company has U000 shares of prefermed stock authored wath a par vakse of S0000, no shares of prefomed stock are catstandmg as of
Diecember 31, 2023, or 02, respectively,

Abeyance Shares
Related 1o the Moverber Xi23 Inducerment, the Holder keft 2, 730000 sharcs n abeyamce af the Company’s trama fer agent to be delvenad to the Holder at thes

request. The 2 THLNE shares hekd in abeyance were delivensd to the Holder on January 8, 2034 Accordmgly, as of Decomber 31, 2023, 2 TR0 shares were held in
abeyance, have not been s and s not outstanding,

Fu
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Warranis
Suverrurry: of Wizrrints Oursanding
The whle below Ists outstanding warmamts for the dates presenied, The wamants cutstanding at December 31, X021 ase oxercsable into 8358657 shares of
comrmen stock which had o fair valoe of 3061 per share, based on the chosing Inmding price on that day, The sggregale intrimsic vahes of warrsnts oulstending & of

Decenber 31, 2023, 1 cakoubed 28 the difference betweet the cxenomie price of the wamanty and the closing maiket price of the Company’s Coamon Stock oa that
date. The minnsi vaker of wamants outstandag as of December 31, 2003, was aveo due io the vamints” ewercise proes above nurket vakie,

pmantity of Warrants
Chts tanding an of

Thecember 3, Exercise Expiration
Dxcri plion 1023 2021 Price Date
Prie-IP0 Senes la Warrants 432 FETR W0 IVISEs
Pric-TPO Cliass 1 Covrrmen Wasramis 4,077 4077 L1E ) [ i K.
PO Warraaits 184500 184800 1200 &ITe
1P0 Underariter W arrants KIS R3S L2080 W00
April X122 PIPE Conmon Warranis . 15840 L . ]
March 2023 Senes A Common 'Wamanis - - 1 N0
March 2023 Series. B/ Common Wamnis . = IR TS
March 2023 Offermg Placemont Agent Wamrants. 113,269 - 38a28 Ve
May 2013 MPE Common 'Wamants EOETT - 216 IV NR
May 203 PIPE Placement Agent Warmnts 56,161 - 2R5A% L.
Hovember M2 Series A Common Warmants L7084 - LR . U]
Noverber X2 Series B Common Wairants 116024 - 0asll ET .
Noverber X2 (ffcring Placement Agent Warants 243047 - ORIE 11202008
Total warants oulstndmp W AR 437102
Waperamt fnchicement

In Noverher 2023, the Company compleied the Inducement, in which a Holder agreed fo cxrciie 1472095 common warants to puschasce Common Stock al &
reduced pwercme price of 306511 per share in exchange for the 5,707,544 Movember 2003 Serics A Comrmon Warmasis and 3,236,206 Noverber 2023 Senes B Common
Warmants with an exncine prce of $06511 per share. The MNew Wamants are excrcisable subjeat to stoecibobler approvall which the Company recerved ot
stockhakler medting on January 12 2004 The Inducement, which nesulied i the kwering of the exrcise price of the Edsting Wismanis and the ssuance of the Mew
Wamants, & considered & modificaton of the Edstimg Warrants under the guilance of ASU 2144 The msdification & consintent with the equity isuwance
chissification under that gusdsnce s the reason for the modification was to indoce 1he holders of the Fxsting Wamants. 1o cash eercise ther wamants, which msed
cquity capital and genersted net proceads for the Company of spprossmately 320 mllion. Az the Pxisting Werants and the New Wersnts were classifiod & cquay
mstruments before and afler the exchange, and as the exchange & diectly sitcbutable to an equity offenmg, the Company recogniand the offect of the sodification of
approsmbely 530 million @ an equity Bsuance cost
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Warrams Mestificmtion

In comnetion with the March 2023 Offcnng, the Company agreed 1o amend the 1em of the Apal 2022 PIPE Conmon Wamants, which were held by the
purchaser m the March 2007 Offering. The exercise poce of the Apnl M2 PIPE Cormon Warmants was reduced from 821 20 1o 8252 per share upon closing of the
Manch 2023 Offering. The origmal expastion date of the Apnl 202 FIPE Common Warmnis was May 12, 207, which was exended 10 five years afier the closing of
the March 203 Oferimg. or Masch 20, X% The modification of the April 2002 PIPE Conmmon Warmapts was accounted for as 0 modification of equity-linked
mstruments, In accondance with ASL 2001-04, ax the wrrants wore chissified as equity nstisments before and afler the modification, and as the modification was
directly attrbutable to an equity offering, the Comparry recogaieed the effect of the modification of approsmmately 501 million as an equity issuance cost.

5, Figuity lnceniise Flan

Under the Company’s 321 Onmibizs Fquaty Incemince Plan (the “2021 Man”), as amended, the Corpamy muy grant options to purchase shares of Common
Stack, restricted s10ck pwands, performance stock swands, incentive bosus swands, other cash-bus ed swards or directly issue shares of Conmon Stack to enployees,
dizeerors, and consuhants of the Conpany. Effective Janusry |, X2, an cvergreen provision coslamed in ihe Company s 2001 Plin soreased the total number of
shaies of common shates msuable under the 2021 Plan m an amoent cqual o one porcent of the Conpany's common shares outstanding as of December 31, 2021
This evergreen provision resulied i an additional 7,701 and 5,205 shares of Common Sock ssuable pursuant 10 the 2021 Man as of Jmuary 1, 2003 and 2022,
respectively. A the Conpany’s 2003 Ansual Mecting of Stockhoklers held on August 3, 203, the Compasy's steckholders approved an amendment 1o the
Conpanys X271 Flan to merease the number of shares of commmn stock aathorized for auance thereunder by 513,130 chanes to 629,069 ghaces.

Biock awands may be pranied at an exewcise prce per shiare 0f not kess than 10085 of the far morket valse ot the dste of gramt. Stock awards granted are
exceciable over o wudmum tern of 10 years from the date of grant and ponerally vest over s period of four vears for enplovees and one year for direcion of the
Company's Board and consuhants,

As of December 3, 2028, there renunin 513,277 shares reserved o ssuance under the 2021 Plan, as amended. See Note % for a discussion of cancellsion of
stock options during the fist quarier of 204,
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Fair Value Vean arement

The Conpany uses the Black-Scholes option vakuation nodel. which requires the use ol highly subgective assarptions, to detemmine the fair vake of stock-
based awands_ The far vahee of each enployee stock option i estimmbed on the grant date under the far valoe method myng the Black-Scholes model. The estimuted
fair vakse of each stock aption & then expensed over the requisite service penod, which is generally the vestng period, The assumptions and estmmmges that the
Company usis i the Black-Schoks model ate s follows:

= Fair Vlwe of Comemon Stock. The cstinmted fair valse of the Common Stock underdying the Company’s stock aption plan was determined by
managenent by considering vanous factons s discussed below, All optionas to parchase shares of the Compasny’s Commoa Stock are micnded 1o be
cwrcnable 8l 8 prce per shar not ks then (be pershare fair vales of the Coapany s Conwmon Stock undarfymp those optons on the date of grant.
The fair value of Conmmon Stock s neasicred as the Company's closing pece of Common Stock on the date of prant.

«  Risk-Free bterest Rate, The Company bases the risk-free interest rate used in the Black-Scholes vabustion model on the implied yield availshie on U5
Tecasary upon Rancs witha quivalent 1o that of the expected 1emmof the eptions

. Expecied Trrm The opecied lemmepresents the perod thal the Company’s siock-based awards s epecied 1o be outslandmg, whch = caloulaied
wimp the sirplified nethod, s the Company has imsufficknt historical mformation o provide a basis for an estimute, The simplified method calculites
e expectiod term & the average of the vesting term phis the contractual bfe of the options,

- Fatarility. The Company detenmines the price volstdity based oo the hstorical voladries of mdusiry peors as it has med imding history for s
Cormon Stock price, Industry peers consist of several pubhe companies in the bolevhnology mduiiry with comparable charetensis, mchidmg
clinical ks progress and theespeuts: indications.

»  Dividend Yield: The expecied dividend assunption is based on the Company's curment expociations about ils anticipated dividend policy. To daic, the
Company has not declwred any dividends 1o comon sharcholden and, therelon:, the Company has used an especied drodond yickl of mero,

The following table presents the weighted-average assunptivns used for stock options granted during the follvwing perisds:

Year Emded Docomber 31,

FI1E] 2012
Grant dase fair value ] 43 3 .56
Husk-free interea rmae Eb 15%
Deeidend yickd P Ll
Expecied hife m yeans 6l 54
Expected volatiliy 112% 2%
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Stock-based Compermaniion Expense

In general, stock-based conpenaation is allscated to research and development expense or geners] and sdministrative expense acconding 1o the chssification
of cash compensation paid to the enploves, dinector, of hant 1o whomthe slock sward was grasied,

lIn Dhecemiber W21, the Boasd authorined a stock option grand i fiew of a cash bonus for tbe Company’s Chaimnan and Chiel Beecutive (fTicor The stocks
based compensation expense of 304 million related to the stock option grant was booked 1o the fiscal year ended [December 31, 220, hawever, the mmpact 1o
adiaional pakd-in capital was not booked ustd the st quancr af X022, when the stock option awasd was gesated.

The foloweg tshle sunmmariacs the woial stock-based componsation oxpensie related 1o stock options and RSLE inclsded in the Company’s statoments of
perations

Voar Emded
1.
p11} P
Rescanch and developoont 3 19300 5 ZIERM
General and adminisirative o Sied TiL0m

3 5206 § 53025

Stock Option Awand Activify

A summary of the Company's 221 Plan stock option sotiviey s as follows:

Welg bied-
Anrrage
Wilghted Rt mimg
Numder ol Aserage Contrastual
Chyptions. Exercise Term (in
Outstanding Price Years)
Balarce at December 3, 2002 [T il [CES A2
Options gransed | 49 4k
Optians cacncmed - -
Optinns cancelled - - -
Habance at Decenber 31, 2003 (DTN w07 L
Opaions cwercissble st Decomber 11, 3021 3413 5 (k] 73
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The aggregate mimmaic value of optons exorcrable as of December 31, 2003, & cakulbsted as the difference betwemn the exorcie price of the underhng
opions and the chsing maiket price of the Corpany’s Common Stock on that daste, which was 3061 per share, The imbrinsiz valee of oplhsns salstanding snd
ewrciable as of Decomber 31, 223, was xero.

s of Decernber 31, 2005, total unrecopnied compensation cost rebited 1o stock oplions was approamstely $b mibon and the weighted aversge penod
overwhich this cost s expected to be recognived is 18 vears,

Reiricied Stock Units

During 1k year ended Deconber 31, mﬂm(bﬂwylwodzw.ﬁ“mh:uﬂmdun or RSLs, as partisl conponsalaon 1o cerlam members of the
Board for their services durmg 2022 The Company roogs expenic of approsimately $0.2 millioe for the year ended December 3, 2002,
related o the RSU awards, Thene wire Bo RSUR fisweed o catstanding ﬁ'-rlhcywmld December 31, M023, and there (8 B0 unfccognmed conpensation oqwne
related to BSUs as of Decomber 31, X03.

&, 4011k} Enphovers Benefit Plan

The Compasy sponsars a S0k} savings plin for all eligible emplovees. The Canpany nay nuke di h wns b the plan to be
aliovated 1o enpheyec sccounts based upon emplyyoe defermals and compensston. Tauc,nwth-wnyh-mndu-ymndm::uuhmu 10 the savings
plan.

7. Conuritnwents and Contingcocies
Clinical Trials

Dusing the founh quamer of N33, the Conpany mitared a Phase 3 chnical tral, STAR-L, which & expected 1o feport data in 2028 The rotal contesct ampunt
with the clmical resarch osganiztion i approxmtely $69 millan, which will cdend fiom the Saith quaner of 23 1o the first half of 2025, which has a Meday
fenmnaiion neice perod,

Supplier Agrecment

As a revult of Russia’s mvazion of Ukeaine, the Usited States, the United Kingdon and the Furpean Union govemments, amoag othen, have developed
coordmated sancions and expori-conirol measure packspes agamst Russan indivduals and entities. The Comparry & cumently o party 1o an exchesne supply
agneement for the supply of the Spangilio nea material used m DMT300and DMTAI0 The countespanty to this supply agrecment i & Russian entay. The mpustion
of enhanced expont control and econome sanchons on mnsactions with Russia and Russin eniities by the United States, the United Kingdom, and'or the
Furopiean Union coukd prevent the Canpany from porfornang under this exdstimg. contract or any Fiture contract # ey enter of mmy prevent the Conpany from
renmting payment for w nuteral purchased from the ﬁ:ﬂpuy‘: mpphcr. The Company has recemved nuitiple shipments of raw mmaterial from 85 suppber
subscquent o the erplementation of expon controd amd dilitional quantites of. ifl rwwe rewterial, which wall provids the Company wah
sufficient guantities of Spomgilia to indiste and compieie tow Phase 3 siudies @ modemte-to-sevene acoe and suppon filing a new drag applcation for DMT310 0
acne upon The successfill completion of Two Phase 3 shedis, Depending on the edent and breadih of new sanctions or expord contralé that nuy be mmposed
against Russin, otherwise or as a resull of ibe inpact of ihe war in Ukmine, i is possiblk that the Conpany s sbility to obiain adddional sapply ol ibe Spoagifia mw
matevial used in DAT3 M and DATA10 could be negatively mmpacted, whach could adverely alfoct 2s busmess, nesubls of operations, and financal condgon,
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Liahle of Contenty
Liverne Agrecawnis

ihmﬂ.ﬂl'-‘.meﬁqm)‘mdiubnlliewtmwmn.nwlhwhmw':ﬁh\ﬁnthc-ﬂ!mhmihﬂsmw&c
Corpany an oxhishe, sub-hoenesble, royshy-beasing licemic (the “Licensc™) under the Licenscd Patents fax defined in the Licenss Agreementl to farmulsic,
dovalop, mlummlwawmaﬁw e or sl products that contain Sposgilfa facwtris {akng or in mﬁmmm thmmbr-nﬂm -gr'dn‘ll'.llﬁhlfu'
of dseascs, d and g of the skin, nchudng but not bsied 1o acne, modaces, i alopic d i, acimic
IruluuMmﬁummummmﬁmmrmdmﬂmmyu bl ﬁrﬁed:-' mchidng
manufscturing, packagmg. non-clnikal snsdics, chnacal mak and obtaining regubsiony spproval snd tading tion, dstrbution,
b)) for all Licensed Products. The onginal Licemse Ag wa ded in 2019, and p to the Licemse Ag lh-:{'nnwlymm@lnd
lnnﬂwhwr\-mhlmm"m'l»ml’iﬂ-mumwumumurunwsznMuwnmchwmorwnm‘ chap and sakes ik
payable i cash or in equity, 1 the option of Villand, ss well s single-digi royalty payments on net sales, On July 3, 221, the Company fusther amended the License
A in 1he Second d o e Licomse and Serk Agr (the “Second dvent”) Pursiant 1o the Second Amendment, the Conpany &
required to miake fiture mikestone payments to Villaai in on aggrogstc amount of up te 05 milkon apon the achi af i and sakes
s ions, p.lylblr-cu.hmnwuiv n&:wmoﬂ.ﬁnuwlnanglrdgi mylh-mmnn-d sakes, The Second Amendmeni lu:hdﬂcmbw-y
ferms relatmg Lo, among others, & i property p lity, remedacs, and warmantss. As of Decersber 31, 2003, the Company
wmhmﬂmlelw:tmth'n;m P d and that the Biebhood B not yor prohable and a5 such po acerual of these
payments i requined as of Decerber 31, 3003

Legal Proceedings

I the ol counse of biusness, the Conpany mmy be mvoabved i kegal procecdings or threatened kegal procesdings. The Company & nof a pany to any
kgal procordmgs or awan: of any threatened legal procecdmgs which are expected to have a materal advene effect on s financisl condition, resubs of operations aor

quadity.
&, Incone Taus

Dermuts operaies as @ corpemtion, and accondimgly, the Company is tamble at the entity kevel for US, Edenl and state tax purposes. A rconciliston
Between the provision her mcome tases and moome tasws conputed uaing the LS, fedoml statutory cumporate laxrale in o follows:

Years Fded
December 31,
far nhomsangls {11 ml
S, Federal statutary meome tax rate 5 &n 5 com
Permuncnt and other dilforences k] L
Seock-baned compenastion cpen = Ld
Reugarch and development credils {255 219
Valuation allowarce 1755 Lowy
Total tas provision £ - 5 -
Significant compencrs of the Cormpasy’s net deformed tax ascets an: ax follows.

As ol Decemiber 31,
(i thousenas) 3L 01
et operatmg koss canryforwands £ im0 § ey
Rescarch and development camy forwands L a7
Capi rescarch and d 1508 108
Srock-bated conpenislion cpenis 2 in
Intangible assets 5 A
Other, net 7] 17
Ciross deferred taxasscts 5464 3m
Less: valuation allowance RN . RO v
Total deferred tanasscts 3 e ] -
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Linhle of Contcrts

The Company has celablshed a full valuahion allowasce for g5 deforred tax assets dae lo uncerinintics (had prechude it from deserminig that i i mone Bely
than not thst the Compamy will be sbk: to genersle sullicint laabl mcome o realie such assets. Mansgement msesses the availsble positive and negative
evidence 1o catimwte o sulbickent futuse taablke moome will be generatcd 1o utiliac the exiating deferned tanassets. A significant piece ol obective pegative evadonee
evakiated was the cummbatre ks incwrred since inception.

Such objective evidonoe bmits the ablity 10 consider other subjective evidence such as the Conpany's projections for future growth. Based on this
evahiation, a8 of Decermber 31, 2023, and 2022, 3 valiation allowance of 555 mallon and $3.7 millon, respectively, of an mcicase of 518 milos, has boon rocorded
against all of the Company s nel deferred tax assets, as the Company has deternined thai pone of the Company's balance of defermed tax asseis s mode boely than
not 1o be resloed. The amount of defered tax assets consadered realonble, bowever, could be adpested m the fatare if ohjectve negative evidence in the: form of
camulalne kases m no lenger prosent and additienal wegght may be ghven 10 subodtive evidence, such as estimates of fatare laablke meome durmg caryforwand
pends and the Company’s prajeciins far growth,

As of December 31, XM, the Company had federl net opersting loss camyforwants, or NOLs, availsble of $14.2 million before cons kerstion Emitations.
ander Sectioa 362 of the Intermal Revense Uode of 1986, of Seetion 362 of the Code, an funther desenbed below. The NOL will casryfornard mdefiniely and be
avaikible to offsct up to 8P of ftune tamble moome cach year The Conpany had state NOL camyforwands available of 350 milbon a3 of Deconter 3, 2023,
The state NOL may be used to offsed fulure laabk ncome and will began (o expine m 201, unkess previows by ulilieed.

As of December 31, 2023, the Compasy had foderal and state rsearch anid developmunt ta creda camyforands available of 507 milllon and 5000 milion,
respectivehy. The foderal crodit camyfoswards wall begm to capine m M1, unkss previously utilteed. The statc nescarch and developnent credigs carry forwand
indefinitely,

Urilization of the Company’s NOL and research anid development crodit camyfoswands muay be subject 1o substantial snnual kntsons in the event &
cunmlalive ownenhip change has occurred, or that occur in the filiare, s fequined by Section 182 of the Code. In gendral an ownership change, as defined by the
CUode, results froma tmnsaction, or series of bansactons over a threc-year penod. resukng m an ownership change of more than 574 of the cutstandmg common
stock ol 3 company by conam stockhollers or puble growps. Such an ownerhip change may lmst the amount of NOL and ressarch and developenent credit
camyfarwands that can be utihrod anmually to offset fistune toabke meome and tay, respectively. The Company has nat completed such an ownerihip change analysin
pursuant o Section 352 of the Cisde and therefire has established a full valiation sllvwance as the realization of such defermed taxassets has not met the more Rely
than mot I hip changes huve occamed or ocours in the fature, the snount of ining tax artribate carr avaibhle wo offsct
tasmhis incone and incom: tanepenis i Bslar veas may be restncted of climmsed. I clminated, the related sssct would be mooved Sfomdefmed 1axassols with o
coircsponding reduction m the vaksaton allwance. Due o the castonee of the vahsation allowancr, irtations created by Ruture cwsonship changes, ifany. will not
mpact the Compamy s efftctive taxmte.

The Company rcognies o tax benedil fhom an usconae tax posion when i 5 more likely than not that the pesition will be sustained upon cmmmaton by
the tax authangics. The Conpany docs not capect that there will be a signilicant change in the gaeed tax bonelits over the ned twehve nomths. Fusther, due 1o
the exstence of the vahation allowance. future changes ; ihe Company s unrecognized tax bencfits will not smpact the effective tacmte.
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Liahle of Contenty

The followmngg table summmnas the acinity related fo the Company’s gross untecognined lax bonefits a1 the beginnmg and end of the perods presented:

Yirars Ended
Diecemter 31,
v Rhomseangd 3 pL I

ing bakince of el v bt 5 T 41
Addnions based on tax pos tions related to the cament year (2] Al
Additions for tax positions of proe years N 435
Reductions 107 1ax poskkns @ prof years . -
Ending halance of unrecognized ta henefits s L 57

The unrecopaed taxbenefit amounts are reflected i the determmation of the Company’s. defoned taxassets. I recognired, none of these amounts would
affect the Company’s effective tax rate, since it would be offiet by sn equal comesponding adpestment in the deferned tax assct valuation allowance. The Company
dogs mal forcdoe raterial changes 1o its lability for sneenain tbenefits within the nex rwebog moaths,

The Commpany s policy is to recognia micrest and'or penaltics relried 1o meome tax mutters m ncomme tax cxpenic. The Company had no sccnusd for midersst
or perakics on the Corpany’s babince sheets s of December 31, 205, or M2 end has not wed mnberest and or fties im the ol s for
the years ended Decerber 31, M023, amd 022

The Company is subjeet to taation in the United States and vanous states. The Company is subject to examinaion by tax autharities in those pridactions
s meeption.

9, Sulnequeent Fvent

In Japmary 2024, the Company gramied J10000 stock option swands to employees of the Conmpany, subject o four-year vesting, with an exese price of
S0ERRL

In January 2024, the Boan) unanimously approved 1o provide erployees and divectons of the Company the opportumity 10 cancel outstanding, ot of the

money, stock options without consideration, n accordance with an option cancelltion agreement. Accondmply, 0448 of the 102074 stock aptions outstanding as.
of Decenber 1, 2023, wire cancelled in Fobmuary 2124
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SICNATURES

Pussuant 1o the regquincments of Sootxan 13 and 15d) of the Securitics Bahange Act of 1934, the registmant has duly causod this repor 1o be signed om s behalf by
the endersigned thereanto duly anthonzed.

DERMATA THERAPFUTICS, INC,
(Regtrant)
Die; March 21, 2024 Jul Gemld T. Prochl
Gerald T, Prochl

Chief Evevittve Officer
Principal Executive Offcer)

Diate: March 21, 2024 fu Byn K Wan Hoose
Kyn K Vian Hoase
Chicyf Fiaancial Oficer
{Principal Finawcil sad Accounting Ofion)

Pursuant ko the requeements of the Secuntnes Fachange Act of 193, 2 amended. this Anmual Repon on Form 10K has been signed below by the pllowing persons
on behalf of the pegistrant and in the capacities and on the dates mdicated,

Signature Tiele [
I Gierald T, Prochl President, Chiel Paocutive Officer, Chaimus (Principal Daecutive Adarch 21, 3004
(L]
Cierald T. Prochl
o/ Kyri K. Van Hoose Chacf Fmancial Officer (Prne pal Financial and Accounting Officer) March 21, 2024
Kyri K. Van Hoose
/s David Hale Lead Drector March 21, 4
Duvad Hale
o Wendell Wierenga, Ph.Dy Diecotor March 21, 2004
Wendell Wiererga, Ph.D2
/! Mary Fisher Drcctiar March 21, 2004
Mary Faher
5/ Andrew Sandler, M1 Dhrector Mlarch 21, 3024
Andrew Sandler, M0
'/ Sreven J. Mento. P Diroctior March 21, 204
Saeven ). Menta, Phil
s/ Kathleen Scont Dhrector Barch 21, 2004
Kathken Scobl
/u! Brstamy Bradrick Diecctor Barch 21, 3024
Beittany Bradrick




EXFRBIT 231
CONSENT OF INDEFENDENT REGE TERED PUBLIC ACCOUNTING FIRM

We consent to the incomporation by reference in the Regisimton Statements on Form 53 (Mo, 330D6E380 and No, 3352750300, Form S8 (Mo, 333261606, Mo 31
267118, and 333.204503), and Form S-1 (No, 333270195 and No, 335-2731 0 of Dermata Therpeuics, bac, ithe “Company ™), of ous report dsed March 21, 2004,
relating 1o the financial statcencots of the Company as of and for the vear eaded Decerrber 31, 2007 and the adpntncats to the 222 financial statements 1o
refrospectively rellect the mrpact of a reverse stock spit (which report expresaes an unqualified opmion and inchedes an exphinatory pamgraph relsing 10 2 gomg
concem uncerlamiy ) appeanag m ikis Anmual Repon on Form 10K of the Company Tor ithe vear ended December 31, 2023

e Moss Adars LLP

San [hego, Califoma
March 21, 2004




EXHIRIT 23.2
CONSENT OF INDEPENTHENT REGES TERED PURLIC ACCOUNTING FIRM

W consent ta the meomposstion by reference in Regiaranon Stasemes Nos, 333268383 and 335-275951 on Fom 53, in Regatesmon Soacemest Nos, 333273170 and
333-270195 oa Form 51 and in Regntration Stabernent MNos. 333261606, 33--267115 and 333274503 on Form 5-% of our repon dated Febnaary 21, 2023 pwhich repost
mchides an explinstory paragraph relimg 1o the exstence of subsiantal doubt about the Company's ability to contimue as a going concem|l, with respect to the
finamciad siaicraenis, belore the effocis of the adpesiments fo reirspecively apply the reverse siock sphi described m Note 1. of Dermata Thempeutics. Ing. as of and
Tor the year ended Decermber 31, 2002 incladed in this Annual Report on Form 10-K for the year ended Decomber 11, 2021,

{5 Mayer Hofiman MoCann P.C

San Dhcgo, Cablomia
March 21, 2004




EXHRBIT 311

CERTIFICATHON OF CHIEF EXECUTTVE OFFICER PURS LANT
TOSECTION 302 OF THE S AREANFS-OXLEY ACT OF 2e02

1, Gerald T, Prochl, cemify than:

2

I have reviewed this anmual report on Form LK for the period ended December 31, 2003, of Dormata Thempeatics, bnc.;

Hased on my knawledge, this repost doss mot contain any usitrue staseneat of a material ot or omt 1o state o material Gt neccssary 1o make the
statemants mude. i light of the circunstances under which such slatememts were made. pot mekading with respect to the period covered by this
repot;

Based on oy keowkedge, the francial satements, and oiher lnancil mfommtion inchaded in this report, Dely present in all meterial respects the
Tinansial condition, resilts of oporatsms and cash fows of the rgetrant as of, and for, The ponods preseatod m s repon;

The registrant’s other cendying officens ) and | are respoasible for estsbishang and runtanng dscisure controls and procedures (a3 defined =
Fachanpe Act Rukes 132-15] and 154-15c)) and micmal contso] over fnancial roponting fas delined i the Pachange Act Bules Da-05Dand 1d-150) for
the regsarant and have:

o) [esigned such disclosure controls and procedures, o cansed such dischosure controls snd procedures to be designed under our superviion, 1o
cnsus that rateral mformstion rclalmg 1o the mgstrast, nokadng s convoldatod subsidiancs, b mode known o us by othen within thasc
antitics, partculbarty darmg the penod in whach this ropoit is being prepared;

by [esigned such dml.eoﬂlmlovu financial mporimg. or caused such mtemal contol over financial mpoting o be desipned under our
e , b provide reganding the reliahiliy of fimancial reponng and the p of fimancial seatemonts. for exomal
jpurposcs in accordance with generally accepled sccountmg prnciples;

ch  Fraluated the cffectivencas of the registrant’s duchosere contmbs and proceduncs and presented in this repont our conchmmns about the
elfectiveness of the duchissne contiol and procedures, as of the end o the penod covired by thas report based on such evaliation: and

di  [sclosed o ihis report any change i the regisimnd’s micmal contrel over Bnancial reperting that eccemed deneg the egnimni’s most reeent
fescal quarner (Ibe registrant’s Soarh fhcal quasier i the case of an annaal report ) that has matenally affected. of m reascnably kcly 1o malerally
the regntrant s mternal control over Fnsncial reparting: and

The registrant's other comifying oificen(s)h and | have dischosed, based on our most recent evaluation Dfl'lltﬂ'i-ll mrrul \wc: Iuncnl reponting, 1o the
regeirant s aisdivors and the audi commminee of the regatrst s Boand of Deectors fof persons anyg the

a} Al ssgpnificant wncies and material weakn, in the desgzn or operalzn of mlemal control over financul reporng which are reasonshly
Bkeby 10 sdversely affect the registmant's shiity 1o wecond, process, sumemris: aed repont finescial mfommtion; and

B Any fread, whotber or not notenal, thas mvolves management or other enployees wha have a sigaificant roke m the registrast’s ntemal congmal
aver financial reportng.

Daee: Manch 21, X024

/a/ Gorkd T. Prochl
Cerald T. Prochl

Chiel Executive Officer
iPrcipal Escutive Officery




EXRRIT 312

CERTIFCATHON OF CHIEF FINANCIAL OFFICER PURSLANT
TOSECTION 302 OF THES AREANFS-OXLEY ACT OF 2e02

1, Kyri k. Van Hoose, conify thar:

a

I have reviewed this anmual report on Form LK for the period ended December 31, 2003, of Dormata Thempeatics, bnc.;

Hased on my knowkedge, the roport doet nol contam any ustrue stalenunl of o material fact o ot 10 $tale o nulerial D1 necessary bo make the
sisiements mude, i light of the cinumsiances under which such sialemnis were mude, mol mskading with respeci to the penod covered by ihis
Fepott;

Based on ny keowledge, ihe Brancal siatements, and otber financel miomution mehaded i this sepor, Bl preseet = all metenad respects the
financaal condition, results of oporisans and cash owa of the regintrant an ol and for. the pomods prosemied in this repon:

The reghtrant’s other certifymg olficens ) and | e raponsthle o cstablshing and mantanng declosure controk and procedures (as defined =
Exhange Act Rakes 13a-F5e)and 154-1350¢)) and meomal control over fimancial eponmg (a3 defined m the Bxchange Aot Rukes 131510 and 153- 1510
for the registramt and have:

a)  Designed such dsclosure controbs and procodures, or cansed such disclosure controk. and procedusies o be des igned under ous supervion. 1o
ensure 1hs mutcral nformwtion relatng to the registrant, molsding is consoldatod subsidiries, s made known (o us by others within those
enlitics, pamicularly during the poriod in which 1his repont is being preparcd;

ki Desgned such mtemal contml over financisl reponmg. o caused such mitemnal control over financial mfﬂ be designed under our
supervision, 1o provide reasonable sssusance eganding the relishility of fnancial and thi: firan ¢ ] fiaf g omal
[plarposcs in accordance with generally acooplod sccoumlsmg pimcp o

¢} Evakisted the clfectrencss of the regirant’y duckaure comrole and proceduncs and prescnied in this repon our conchimns abouat the
clifectiences of the dischosure controk and procedurcs, as of the ond of the ponod covered by thas repost based on such cvakiation: and

) Deschosed mthis peport any change n the regrimnt’s mlemal control over fmancial reporting that sccarmed dunag the regrtrant’s most redent
fiscal quarker (ihé registrant’s fourth fiscal quasier i the case of an annweal report) that has moteally affectod, or i reasonably likcly to materially
affect, the registrand s intemal conbrol over Bnsncial reporting: and

The regstrni’s other genifymg officer and | have discloscd. based on our mosi recent evaluaion of intemal mmlamﬁmﬂmmphh
regminant s awditors and the sudit conmitice of the repstam s Boand of Diectons (o persans. i e equinalk ¥

a) Al significant defickncies and material wealmesses in the design o opemston of mtemal control over financial reportimg which are reasosshly
likely 1o sdverscly alfect the registmant's shility to reeord, process, summnas asd ropon insscisl mlammation; snd

Bi  Any fraud. wheller or nol nutenal, that mvohves menagement or other enployees who have a sggaificant role i the mgstrast's mlemal contol
over fnancul eporimg.

Dute: March 21, X4

Jo/ Kyn K. Van Hoosg
Eyri K. ¥an Heose

Chaetl Finascial Dificer
(Prmvcipal Feancial Officery




EXFRBIT 3.0

CERTIACATION OF CHIEF EXECUTIVE OFFRCER AND
CHIFF FISANCIAL OFFICER FURSUANT T

18 US.C. SECTION 1350, AS ADOPTED PURSUANT T

SECTION 06 OF THE SARBANES-OXLEY ACT OF 2002

This Centification s beng Bled pursuant fo 18 US.C Section 1350, as adopied by Section 906 of ihe Sarbanes Ohdey Act of 202, Thes Ceridication & ncluded solcly
Tor the purposes of conplying with the provesons of Section %060l the Sarbanes-Ondey Acl and 8 ool miended b0 be used for any other puspose. In connecion with
the accompasying Annial Repont on Form 10-K of Dimasta Therapewtics, Ine. ithe “Company ™) for the year ended Decermber 31, 2003 jthe * Annual Repont”), cach of
Cerakl T. Prochl as Chief Baecutive Officer. and Kyn K ia Hoode, 26 Chiell Financial Officer. contifies i his o her capacity & such officer of the Commpany, that ta
such officer’s nowledge:

1l The Anniusl Report fully conplics with the requenints of Soction | 4a) or 18(d)of the Securitics Bxhange A<t of 1934 and
21 The mformution condained in the Annual Report fairdy presents, i all nuienal nes pects, ihe financial condition and resuks of operations of the Company.

Duated: Maech 21, 2024 By /o Giorald T. Prochl
Cicrald T. Prochl
(el Exccutive Officer
iPrecpal Exccwtnee Oilicery

Diated: Maech 21, 3024 By: /! Kyni K. Van Hoose
Ky K. Van Hoose
Chacl Frnasctal Odficer
{Prmcipal Francial Officer)

This certithcation shall not be doremed “filed™ for any pumpese. nos shall it be deemed to be meorposated by refereace nto any g under the Securities Act of 1933
af the Exchange Act.




EXHIRIT 4.12
DESCRIFTHON OF THE REGE TRANT'S SECURITIES REGES TERET
PURSUANT TO SECTION 12 OF THES ECURITIES EXCHANGE ACTOF 1934

The followmg descrption of our common stock B a summery and does nel purpord 1o be conplete. B B subject to and quabified i #s entirety by reference o our
amended and restaied cerificate of ncorporation (he "Tenificaie of Incorponion™) and our aneaded and resiated bylows (the “Bylws™L cach of which b
mcomorated borein by reference & an edhibd to the Annaal Repon on Form 16K filed wigh the Secuntics asd Pwhange Commissaon, of which this Bhibz 4125 2
par. We encousage you to read our Uertificate of Incorparation, our Byliws and the applicabile proviions of the Gioneral Corparation Law of the State of Deliware
fthe D) for additional information.

Aathari pod Capltalization

We have JE0NKL0NN shares of capital stock authorieed wnder our amended and restated certificate of ncorporation, consisting of 230,00 shares. of common
stock with a par value of S000G) per share and L0000 shases of prefemred siock with a par value of S00] per shase. Our aushoried but wnisaued shazes off
conmmen stock and profomed siock ane avadable for Bauance withoul fanher action by our stockholdens. wnkess such action s requinad by applicable bw o the tales.
of any slock exchange or autonuled guotation syslemon which our secuntics may be lsted or traded in the futune

Common S ek

Holders of our common stock are entithed 1o such dividends s may be declared by our boand of directors owt of funds kegally available for such purpase. The shares
of gommen slock are nether redeermuble nor convertible, Holders of common stock have mo preempiive or subscnplion nghts te purchase any of our securities,

Each hokler of eur conyrmon stock i ontthad to one vote for cach sisch shane outstanding in the hokler’s name. Mo hakder af commuon stock & amtighad to cumilae
voics m voting for decctons.

In thi event of o hyuedaton, dissolition or windng up, the holiers of our common stock are cntithed 1o rerie pro fats our asscts, which are kegally svailible for
distribentaon, after payments of all debits and other Rabilitses. Al of the outstanding shares ofour commin stoack ane Rally pasd and non-atcessable.

Preferred Sick

O baand of drectars has the amthorty, witheut fusther action by our stockbolders, to Bsue up to HUO000 shases of prefomed stock i one or mone classes or
series and 1o fixthe designations, nights, prefenmices, privikges and restrictions thereof, without further vote or sction by the stockbolders. These rights, preferences
and privileges could include dividend rights, converion rights, voting nights, temrms of redenyption, I sinking fand terms and the pumber of
shades constiulng, of the deiignation of, such ¢lass of senca, any or all of which nuy be greater than the nghts of commoa stock. The mamance of our peefemed
stock could adverschy affect the voting power of holders of common stock and the Bkelbood that such holders will rceie drvidend paynaents and payments upan
our hquadation. In addition, the mesuance of prefemred stock could have the eflect of debying, defermng or prevenimg o change m control of ear company’ or other
corporate action. Mo shases of prefered stock se curemtly outstaniling. and we have no present plan to meaue any shars of preformed stecke

TP Warrasts

The fiallawiag smmory af cortata iorme med proviskons of awr Commen Stock Parchese Warrairts ¢ “Iirramis 57 {5 mof congplele omd b sinbject to, wid guelifed i
it entirely by the provisions af the Wrrm? Agemt dgrocment and Kem of Wrma? which o filed as exhibits to this anmial repoet of which this Echibit 412 i a
ok, I encourage vow o revigw Tve femmt aod provisions sl Sl o the Moot Agency Agreement ood Koo of iveamd, The Biroati are adesinisensd by
Direct Trowsfer, LLE, as wavrant agest,




We cunenily have culstandng Wamants ssued m connection with our mitiad pub&c offirng (ihe “IP07). The Wamnts entitk: the registened bolders (o punchase
conymon stogk at 8 price egqual to 700 per share, subject 1o adpastment as discussad below, immadistcly Rllowing the issuance of such Warrants and tomminating =t
S00pom, New York City time, five years after the cloamg af our PO, or August 17, 2026,

Mmmucpnw-dnuﬂbﬂolthnwdwm siock msushle upon exercise of the Warmants may be sdissted i conain cocansiances, neludng i the event of
a stock dividend or Az o, WCTEEr o lidation, However, the Warsnts will not be adpited for ssusaces of sharcs of cormron slock 81
e bl s cwnchie prce,

Exercivabifity. The Wamants are exercisable mamedistely upon ssuance and ot any tme up 1o the dake that is frve yeans fromibe date of msuance, The Warants will
be excrcmable, at the option of cach bokber m whole or i pan by delivering 1o us a duly ewcuted excrvise notice sccompanied by payment in fll for the nunder of
shares of commma stock puschased upon such exectie. Fach Wamast entithes the halder thercof to purchase one share of common stock. Wersats are not
ewrcrable for o frsction af & dhare and may only be oncred mto whole nambers of dhages, In bew of fractional shares, we will pay the holder an amount in cash
equal to the fractional smount maltipbed by 1be e prce and rounded down to the nearcst whole share. Unless otherwise spocdicd in the Wamnt. the holder
will not have the nght o exercise the Warnnis, in wholke or i part, il the hokler {together with its afliliaies) woukd beneficully own n excess of 295 for R0 a1 the
holder's cketion) of the aumber of our shares of commmen stock owtstasdng mmadiately afler pring eflect 10 the exrcise. as such porcentage & determined m
accordance with the tems of the Warmane, However any hakler may mencase ar deencase ssch pencentage 1o any other percantage not n exess of 999% upon at
least 6l days prior nstice from the holder 1o as.

Exercise Prioe. The cxercee prive per shase of conrmon s1ock peschasable upon cxercee of the Wamasts s $7.00 per share, and w subgeat 10 adpisiments for stock
splits, rechasifications. subdivisions, and other simlar tansactions. In addition to the ewrcise price per share of commuon stock. and other applicable charges and
s ane dhae and payable spon cwme,

Warrans Agent; (Jobal Certificate. The Wamanis are ssued i registened form under 3 wemant agency agreement Briween 3 warmant agent and s, The Warramis
ﬂlﬂ.ﬂrhﬁmmdoﬂ,-bymwnnw;hhﬂm:ﬂthﬂmmmlpmlxmlodmm:b-duluﬂhhqmmm-l{qu) or DTC,
andl regintered in the neme of Cede & Co., o nomines of DTC, or as otherwise directed by DTC

Trmrgferabifity. Subgect 10 apphcable kws. the Warants. may be (\ransfored al the opton of the boldors upon surrender of the Wamants to the wamnt agenl.
together with the sppropriate ins nements of rars fer.

Evchange Listing. The Warmants are Isted on the Masdag Capital Market under the symbol "DRMAW.” There & o established public imadimg market for ihe
Wanrants, and we do not expect 2 mmrket 10 develop. Without an active tradng meret, the bguiday of Warranis will be lamted.

1 Fursds f Trmacrion. The cxercise pice and the nuiber of shanes undirbymg the Warrants ane subpect 10 sppropriate adpsiment in the event of
stock sphis, stock dividends on our comron shares. steck combmations or simlar cvents affecimp our commmon shancs. [s addiion, in the cvent we consummmale a
merger or consoldation with or mto another person or ather rearganimtion event m which our commuon shares are converted or exchanged for secunties, cash or
other property, or we sell, kease, Beense, assign, trans fer convey o otborwise dispose of all ar substantislly all of our assets of we or another porson scqaine S0t or
more of our outstanding common shares feach, a Fundamenisl Transaction), then Rllowing such Fendsmental Transaction the holders of the Warmnts will be
erlithd 1o pocerve wpon cxTcie of the Wamants the sanw kindd and anount of secantics. cash of propeny whach the holdens would have reconved had they cwremad
the Warmants, semcdiately prior to such Fundamental Transaction. Amy successor to us or serviving onftity will assare the obligations under the wamnts.
Additomally, av more fally described in the Warmani, i the cvent of certam Fundamental Trarsactions, the hokiers of the Wamanis will be enfitled (o meoeve
consulerataon i an amount equal o 1he Blck Scholes vabse of the Wasmmts en the date of fon afsech




Rights ax @ Sharcholder, Fxcept by vinue of sech holder's awnenship of our common sieck, ihe holder of 8 Wamani does not have nghts or privileges of a
shurcholder, incluiding any voting rights, until the holder exercises such Warrant,

Anti-Takconer Elfcets of Delawarc law and Our Cortificate of Incorporation sed Bylna

The provisions of Delawane bw, oar Amended and Ristated Centificate of Incomontion, as dedl, and var Amended and Restated Bylows, as amended muy have
the effect of delaying, defaring or d aging anather party frem, g control ofus,

Sectivn 203 wf the Delaware General Corporation Law

W are subject fo Section 203 of the DOCL, which p a Delaware wn from in any business combmation with any mierested stockholder for a
penod of theee years after the daic that such stockolder became an interested siockbolder, with ihe following eweptions;

. befire such date, the boand of direclons of the copemation approved cither the basmess combmataen o the Irnsacton that esubed m the slockhokler
bocoming am interested stocidvoldorn,

wpon conpletion of the tmnsaction that reoilied moibe stackholder b 0 an d wtockholder, the macnited stockhalkler oumned at leas 85%
of the votmg stock of the corporation outstandmg at the tame the transaction began, cxchiding for purs of the voling stock
oulslanding fbul mod the cutstanding voling siock owned by (he micresled stockholderh those shares owned () by pemions who ase direclons and akio
officers amd (&) enployee stock phas m whch enployee pasticipants do not have the right fo detemmne confidentally whether shares held subject 1o
ehe plas will e tendered i & tender or exhange affer; of

- on orafier such date, the busness combimation & approved by the board of directors and sathosized 1 an annual or spocil mecting of the stockhalder,
and] it by written congent, by the affirmutive vote o at least 66 27F% of the sutstanding vitmg stock that & aot ouncd by the ntenesied stockholder,

In general. Section 203 defines busines combination to inchade the Gllowing:
- any merger or cansaldaton mvehng the comporation and the interested stackholder
- any sale, trans fer, pledge or other disposition of 1004 or more of the assets of the corporation mvalving the interested stockbolder;

aubjst 1o cenam cweptions, amy tmsisction thal resuls i the Rawance or tmncler by ihe comoration of sry stock of the composstion 1o the
micrested stockhobdor

any transaction involvimg the compomtion that has the effect of mcrexsing the proportionate share of the  stoeck or any class or seres of the
corpomtion beneficlally owned by the mtercstod stockhalder or

the receipt by the micrested stockholder of the boneft of any loas, advances, gusrsntees, pledges or other financial benefits by or through the
CofpeTation

Tn general, Section 200 defins an “micrcstod sockhokler™ as an entily of peivon who, together with the person’s affilisics and assoctes, bensfcally owns, of
within three years prior to the time of detenmnation of intorested stockboller status did own, 13% or moee of ihe outslanding votng stock of the corpomation.




Certificate af ncorperation amd Bylaws
O Amended and Restated Cenificase of Incorpomtion, as amended and Amended and Reststed Bybiws, as amended provide far

o aulbortang the ssuance of “blink check™ prefermed stock, the wme of whch may be citablished and shares of whih muy be ssued withour
stockholder approval,

. ety the romoval of deccton by the stockbokdon:

®  requining s supenmsiorty vote of stockholders 1o amend curbyks or centain peovisions our certificate ol incomporstion;

s prohbimg stockhokler sction by wiitten consent, therchy requiring all stockholder actanns to be taken a1 a meceng of our srockhoklers;
*  chmmatmg the abiliy of stockhokders 1o call a special mecimg of siockholdens;

»  csibishing advance notse nquironents for nominations for chection 1o the boaed of dinctors of for proposing mumers that can bo actod wpon an
stockhalder meetings:

s culshlshing Delawane as the exchasive urmdation for conasm sockholder Bugaion agam us; and
- a chussifiedd boand of dwecion,
Potential Effeces of Authurized bo {nised Sinck

We have shapes of common stock and preferned srock availsble for flamare Ssiance sithout steckbokder approval We iy uilize these additional shares For s varkry
of corporate papodes, inchadng o pubbc offommgs to mee addional capital, to fciltate corponte acquiitions of paynunl as a dvidend on the capital dlodk.

The exmience of ummsued and unrcierved common stock and prefomed stock may crablke owr boand of dirccton 10 R shares 1o pemons nesdly o cusrent
managenunl of bo ssue peclomed s1ock wath terms that could nender more difficall or dscourage a thad-pany aflempt to obtam conteol of us by meoam of o mecger,
Indlroﬁ:_m‘@'m[ﬁ!nrmm Ihmfbypmﬂn; the comtvuiry of oar nwnagement, I addition, the boand of directors. has the discretion 10 determing
d rights, and restrictions, inchiding voting rights, dividend rights, conversion nights, redemption privileges and Bauidation
m&wwol’mhi-:n:iN‘mlrmdnuk.llwlhcmlmmmpcmﬂsknndﬂlkmlmdlubmlwmmwmbnhnw«mfkmﬂ
moompotation. The purpasc of autherang the board of dircctons 1o Baue profored slock and 1o determme the fghts and proferonces appleabk 10 sach profermed
stock & to elmmnate delays moc:ledwi.h a stockholder vote on specific siwmces. The Bsuance of prefemed stock, while providmg desmble fexbiliy m

i with posaidle finence s and oiber e . could have the effect of making it more difficult for a thind-party to acquire, or coukl
Mmylﬁﬂmrﬁoﬂwmanﬂmﬁwwulm waiting stock

Churice af Forum

Unkss we consent in wibing io the sekction of an albemaine fonam ihe Court of Chancery of the Staie of Delaware shall be the sok and exlusive forum [or sny
stockhalder to bremg () any derivative action or proceeding hroaght on beball of the Company, (i) amy sction ssacremg a clam of beeach of fducary duy owed by
any dmeetor, afficer or ather omplovee of the Conpany of the Corpany’s stockhoklors. crodstors or conststuents, (inh any action asscrimg a chim agamst the
Conpany or any director or officer of (he Company anising puars want 1o, or a ¢laim agamst the Company or any director or officer of the Company, with respect ta the
mterpretation or spplication of amy peovision off the DOCL, our cenificate of incompomtion o bylws, of (iv) any sciion ssserting o chim govemed by the intemal
aflairs doctnag, cxcept fon, in cach of the afosenumtionsd sctions, any i 1o which 1he Coan of Chancery of the Saaie of Delavesre determncs # boks jrisdiction,
This proveion will net apply Lo clins assing under the Bxhange Act, the Sccuriics Act of fof any olher foderal socuntics s which provide for exhasive federl
mamsdiction. However, the exclasive forum provision provades that unless we comsent m wrimg to the selection of an altemative forum, the federal decinct courts of
the United States of Amenca will be the exchesive forum for the resolaiion of any conplaini asserting a cause of acion arsing under the Secusities Act, Thercfone,
this provision could apple 10 a suil that falls withn ane of more of the categones enumerted in the exchisive forum provision and (hat assens clams under the
Socurities Act, masmuch as Section 22 of the Securitics Aot creates comcurrent jurisdiction for federal and state courts over all suits brought 1o enforce any diaty or
Bshility created by the Scounties Act or the neles and . b der. Thore s mity a5 to whether o coun would enforce such an exclusive forum
provision with respect to chrs usder the Socumties At




Whether a couri woukd enforce ihe provision and thal mvesion carnol waive conplance with ibe edeml securities biws and the rulkes and iegubsions thereunder
Ahbough we believe this provisson benefits us by providing i d idency in the appl of Dilware low in the types of biwswits to which it apples, the
provisken muy have the cffect of decosraging Lwsuits against our dircotons and officcrs

Tramsfer Agent and Reglstrar
The namy, addness and tokphons nanber of our stock trnsicr apent is Dievet Transfer, LLC, 500 Porimter Park Dr., Suite D, Mormsvillke, NC 27560, (919) 7482722
Natiomal Securitics Fxchange Listing

Ohar conmmon stock amd Wasranis are Bsted on the Nasibng Capital Market under the symbok “DEMA™ and “THMAW,” respoctvely.




EXHIRET 97.1
IFERMATA THERAFELTICS, [N
COMPERSATION RECOVERY POLICY
iAdopted snd approved oa Septentber 26, 2003, and cffective as of Decarmber 1, 2023}

1, Purpose
Diermuta Therapeutics, e (the “Company ™) i i g, Bigh of bomest and eihical bisiness conduct and complance with applcable liws,
neles and ons. As part of this Hw(nlq)lnyhuldq)ﬂdlhﬂﬂmpcm‘ulemﬂyhh:y:ﬂm Palicy”). This Policy & designed to conmply

with the requirements of Section 100 of the Securtics Bxchange Aot of 1934, s smended (the ~ Buehange Act”), Rule 10021 proeulgsied thereunder and the mles of
the mational secustitics exchange on which the Company's secuntics ane raded and oplans when the Conpany will panine mecovery of Incentive Compensation
avardiod or pad 10 & Covonod Porton, Please rofor o Edhib A allached hercto ithe “Definitions. Exhilit™) for the defindons of capilaloed tomms used theoughout this
Polcy.

1. Recovery of Reconrable Incentive Compens atbon

In the event of & Restatemend, the Compasry will parsue, easonably promptly, recovery of all R e Imcemitive Cis jon froma Covered Person wighout
regard to such Covered Person'’s ndividual kmowdedge or responsibility related to the Restmtement, M‘llhmn-dmmfwmm: il the Company b otherwise
roquired by this Policy to endonake a Reststenicnt, 1bhe Compary will not be roquired 1o recover the Rocaverahlc b Clop wi il the G

Conmmtee detormmnes, afler cxorcming a nomul due process rovicw of all the rolevant facts and cicenrstances, that (a} a Recovery Fxcoption cusis lld.lllli okl
be mmpracticable 10 seck such recovery under such facts and civunstances,

Ifsuch Rocaverable Incentive Conpensation was aot swarded or pakd an 2 fommuli bass, the Conpany will pamoe rcovery of the amount that the Compensation
Commetee determines m good fith should be recovered.

3, (e Actions

The Conpensation Commuiice wwy, subkct to applcable bw punioe recovery of Recovenble lncentive Congrensation m the nuaner it choodes, mehading by
pursumg reimbussement from the Covered Person of all or part of the compensation ananded or paxd, by elcting to withhold anpaid compensation, by szt-ofl, orhy
rescmulmg of cancelng unvested steck ar option swands,

Ins thie peasomable exercise of s buginess jud pment under this Policy, the Compensation Commiltee may in &5 sok deoretion detenmine whethier and 10 what exent
additional action is spproprate 1o sddress 1be crcumstances suroanding & Restatement to minimee the lkelihood of amy recumence and to @mpose such other
dineipling as 1 docers appropriatc,




4, Mo Indbeomi lhcatlon or Refuburs cment

Ax tegained by applicabls Lw. notwethstanding the e of any other palcy, program agreonunl or amasgerent, in no event will the Comyasy or any of s affilates
mdermify or rearburse a Covered Person for any loss of Recoverable Incemiive Compensation under this Policy and, to the extent prohibited by low, neiber the
Conpany nor any of its afflstes will pay premiums on any insumance policy that would cover & Covered Person's potential ohligations with respect to Recovershle
Incentive Compensation under this Polcy

5, Adoinisiration of Pelicy

The Conpensation Commitice will have full suthonty 10 adeenister this Policy. The Compensation Cormmtios will subgect 1o the provisions of ths Pobcy and Rule
100x1 of the Exchange Act. and ibe Company’s appheable oxchange stmp standands, mike sech determmnations and micrprelations and lake such actions m
conmoction with this Policy as o deoms necessary, appropriate or advizable. It & mtendod that thiz Policy be imterpeetod i & manner that & consistent with the
requirenents of Section 100 of the Bxchange Act, Rule 10001 thereunder and sy appicable rules or standards sdopied by the Secunties and Bxchange Commission
o amy pational secuntics cxchange an which the Conpany’s s are Bted, Al determs and nrep mndi by the Compeniation Comminee will be
final bndmg and conchusiee,

. Oher Clabns: and Rights

The requacnents of this Palicy -'rmnldmnu lmln.wlnhlnfl:rhglllnd equitable clase the Company or any of its affilalcs may have of any sctions that
may be mmpased by laow bodses, or other suthonties, Further, the exercse by the Compensation Commitice of any
nphsrmw:ol.humﬂmmllwoﬁnrﬂmumﬂu«wrwmurqunmmﬁhmmwny(‘mmwin&mlw:lu

7. Acknowbedgenent by Covered Persons; Condition ts Hligibility for Incentive Compensation

The Commpamy will provide motice and seck scknowlod gement of the Pabcy Bomecach Covered Person, provided that the e to provide such natsce or obtam such
acknowledgerment will have o inpact om e applcability or enforceability of this Policy. After the Effeciive Date (and abo with respect 1o sy Incentive
Conpensation Received on orafter October 2, X003 toa guting contract o L any grant of Incentive Conpensation to s Covercd Person will
b decmed to have boen msde subject 10 tbe 1eome of this Palicy, whether or ot such Policy & specifically referenced i@ 1he docunumiation relating to such grant and
this Pobcy shall be deomed 10 consizute an mtegnil pant of the tonre of any such grant. All leeatve Conponsation subsect 1o this Pobey will remain subgect to this
pobcy, cven of abcady pasd, bl the Polcy coases fo apply 1o such Incentnie Compensalan and any other vestmg condiions apphcable t0 such ncontnve
Compeniation ae satified,

B, Amwndment: Termination

The Board or the Compens ation Commsiter ey amend o¢ teemanate this Policy st aay tame. In the eveat that Section 100 of1he Exbange Act, Raule 10D-| thereunder
of the rubes of the national securities oxchange on which the Company's secusities s taded are modified or sapplemented, whether by b, wwhm o fegal
mlerpratation, sech modification or supphoment shall be decenod to mod ify or supplemont this Polcy 1o the P by apy




9, Eectlveness
Escept 2s atherate detemaned n witing by the Conpensation Conmaties, this Palicy will apply to asy Incemtive Conpensation that B Receivied by a Covered
Person on or afier the Effectnee Date. This Polcy will survive and continue notwithstanding amy termmation of a Covered Pemon’s employment with the Conpany
and its affilales
10, Successons

This Policy shall be hinding and emforceable agamsi all Covered Persoms and ther successon, beneficnsies, hers, exccutors, admmisimdens, or other legal
reproscaiatives.




Fahildn A
IERMATA THERAPEUTICS, NC.
COMPERSATION RECOVERY POLICY
DEFINTTRONS EXHIRIT

~Apglicsble Period” means the three completed fiscal years of the Conpany mmedistely peeceding the earler of (1) the date the Board, o commtice of the Boand, or
the offer or officens of the Conpany authorisd to take such action f Board action b nat requined, coschides (or reasanably should have concluded) that o
Restalemeont 1 reguaired of (a1 the date a coun, mgubitor: or sther legally authosiad body direets the Company (o prepame a Bestatoment. The “Applcable Pomed™
akio ncludes any transigion perod (that resalts froma change m the Company™s fiscall yoar) within or immoediatcly Bllowing the thee completed fiscal years dentificd
in the preceding sentence.

“Board” means the Board of Dhrectars of the Conpany.

“Cimge i stlon Comnalites™ means the Company’s committes of mdependent disccton respoasible For exvutive compensation deci ions, of in the absence of such o
amagenty of the independent dirccton servimg on the Boeard

“Covered Person™ means any porson who &, or was at any tme, durng the Applesble Perind, an Fscoutive (O6ficer of the Companmy. For the avosdance of doubt, a
Covered Person may inclade o fomaer Barculive Offficer that kel the Conpany, netired, or transitioned 10 an erploves wle (ncluding afler serving 20 an Daecutive
Ottcer in a0 mnleren capacity | durng the Apphcable Perod

“Efective Daic™ means Decomber |, 2028

“&nﬂw Offfcer” means the Company’s presadent. prncgpal ewcutive officer, prmcipal fnencal offices. prmepal sccoumtng officer (or 1 there 8 so such

g officer, the any vice W in charge of & prnvcipal basmess und, division, or fanction (such as sakes, adminsmtion, or finance), any ofher
officer ulm perfoms a policy-making fisnciion, or sny ether person (inchisding an officer of the Company™s parcatd(s ) or subsidianes ) who perfonms similar policy.
mmking fanctions fof the Coempany

“Financial Reporting Measure™ means a measure thal » dotormned and pressnled m accontance with the accountng prmopks uied o preparmg the Conpany s
finamcial statements, and any measure that is derved wholly or in part from such measiere (ncliding but pot lemited 10, “por-GAAT™ financil neasures, such as
thas¢ appeaning i the Company s camings rekeases or Maragenunt Discussion and Analysis) Stock price and sotal sharcholder returmn (and any messurcs derved
whvolly ar & pan thens frang shall be cans kdered Finansul Repaning Measurcs,




“Recovery Excepllon™ A recovery of Recovershle Incentive Compensation shall be subject to a “Recovery FPeeption” if the Co won Dot ce s n
good faith that: (i) persuing sach recovery would violate the hoame country b of the jrsdicton of mcompoermation of the Coenpany whene that biw was adopsed prior
o Navember 28, M2 and the Company provides an apimion of hame country counscl 1o that effeet acceptable 1o 1he Companys applicable Intng exchange: (i) the
direct expense paid to a thind party to assit m enforcing this Pobcy would exceed the Recoverble Incentve Compensation and the Company has (A) mde a
ressonable stiempt b0 recover such amounts and (B provided documentstion of such sitenpts to recover to the Company's applcable Bsting exchange; or (i)
recovery woukl Bely couse an ciborwine tan-qualified retineenent plan, under which bemefies ane broadly svailible 1o employees of the Company. 1o fail 10 meel the
roquingments of Soctuon H01{a) 1 3) or Secton 411{a) of the Intemal Revenise Code of 1986, as anvaded, and regulsong thereunder.

“Incentive Compemnation” eans any conpensation tha = grnted. camed, or vesied based whally arm pas upon the of 2 Fmancial Messure.
Inceniive Compensation docs nol mchide any hase salines (excopt with respect 1o any salary increascs camad whally or i pan based on the attamment of &
Fmancial Reporing Meosun performncs goall; bonases paid selely ot the duertion of the Compensation Commttor o Board thal are not pasd rom a “boaus poal”™
that is determined by satsfying a Financial Reporting Mossane porformance goal, bonuses paid solely upon satisfying one or mone subjective stamidasds and'ar

letion of o specified enp peniod; quity incentive plan svants esmed solely upon satnfying one o mone stEtegic messures oF opemtional
measures; and equity avasds that vest solly based on the passage of e and!or attaming one of more poa-Financal Reponing M, Ingentive (i
mihudes any Incentive Componsatian Recerved o or after Oktober 2 2023 puryuant 10 a procasting condract or

“Recelwd” Incentive Conpensation & deenwd “Received™ in the Company's fiscal period dusing which the Fnancial Reposting Measure specified in the Incentive
Conpemsation sward & attamed, even if the paynent or grast of the Incentive Conpensation ocoars afier the end of that periad.

" means the amount of any Incentive Compensation icalculstied on a pre-tax bass ) Received by a Covercd Person dening the
-lwmhlfl’tmdllmsncwi of the amount that otheraise would have becn Received o the calculation were based on the Restatement, For Ingemiive
Compensation based on jor derived from) stock price of total sharcholder rerum whene the amowar of R bl In Conp  nol suba 0
mathematical recakulation directly from the information i the apphicable Restatement, the amoust will be J med by the G bion bhased on a
reasonable evimmaie of the effect of the Restaicment on ihe stock poxce or tedal sharchokfer reium upon which the Inceninve Compenaation was Recenved {m which
case, the Company will mamten d ien of auch & of that bl extemmic and provide such documestation to the Company's apploshle
liting exchangeh

“Restatenent” moesns an scoounting reststement of any of the Conpany’s financial statements fiked with the Secureies snd Bxchange Commission under the
Fachange Act, or the Secunties Act of 1935, sx amended, due 10 the Company s meerial popcanmlance with any financial seponing requinement under US securiies.
lawx, megardicss of whetber the Company of Covered Porson mucondisct was the cousc for such foslatorment. “Rostatoment™ inclidos any moquined accounting
restatement fo comect an emod in previowsly ssucd fmancual statoments that & mutenal bo the proviously meued fnancial stalements {commonly refemmed to as “Big 1
restaterents |, or that would result i & rmleral amstatenent if the emor were comected in the cument period or kRt uncomected i the current perod {commenly
relermed 10 25 “laike 1 restatements )




