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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q includes “forward-looking statements” within the meaning of the U.S. Private Securities Litigation Reform Act of
1995 and “forward-looking information” within the meaning of Canadian securities laws, or collectively, forward-looking statements. Forward-looking
statements include statements that may relate to our plans, objectives, goals, strategies, future events, future revenue or performance, capital expenditures,
financing needs and other information that is not historical information. Many of these statements appear, in particular, under the headings “Risk Factors”
and “Management’s Discussion and Analysis of Financial Condition and Results of Operations”. Forward-looking statements can often be identified by the
use of terminology such as “subject to,” “believe,” “anticipate,” “plan,” “expect,” “intend,” “estimate,” “project,” “may,” “will,” “should,” “would,”
“could,” “can,” the negatives thereof, variations thereon and similar expressions, or by discussions of strategy. In addition, any statements or information
that refer to expectations, beliefs, plans, projections, objectives, performance or other characterizations of future events or circumstances, including any
underlying assumptions, are forward-looking. In particular, these forward-looking statements include, but are not limited to, statements about:

• the size of our addressable markets and our ability to commercialize product candidates;

• the achievement of advances in and expansion of our therapeutic platforms and antibody engineering expertise;

• the likelihood of product candidate development and clinical trial progression, initiation or success;

• our ability to predict and manage government regulation; and
• the impact of the COVID-19 pandemic on our business and operations.

All forward-looking statements, including, without limitation, those related to our examination of historical operating trends, are based upon our current
expectations and various assumptions. Certain assumptions made in preparing the forward-looking statements include:

• our ability to manage our growth effectively;

• the absence of material adverse changes in our industry or the global economy;

• our ability to understand and predict trends in our industry and markets;

• our ability to maintain good business relationships with our strategic partners;

• our ability to comply with current and future regulatory standards;

• our ability to protect our intellectual property rights;

• our continued compliance with third-party license terms and the non-infringement of third-party intellectual property rights;

• our ability to manage and integrate acquisitions;

• our ability to retain key personnel; and

• our ability to raise sufficient debt or equity financing to support our continued growth.

We believe there is a reasonable basis for our expectations and beliefs, but they are inherently uncertain. We may not realize our expectations, and our
beliefs may not prove correct. Actual results could differ materially from those described or implied by such forward-looking statements. The following
uncertainties and factors, among others (including those set forth under “Risk Factors”), could affect future performance and cause actual results to differ
materially from those matters expressed in or implied by forward-looking statements:

• our ability to obtain regulatory approval for our product candidates without significant delays;

• the predictive value of our current or planned clinical trials;

• delays with respect to the development and commercialization of our product candidates, which may cause increased costs or delay receipt of product

revenue;

• our or any of our partners’ ability to enroll subjects in clinical trials and thereby complete trials on a timely basis;

• the design or our execution of clinical trials may not support regulatory approval, including where clinical trials are conducted outside the United

States;
• the extent to which our business may be adversely affected by the COVID-19 pandemic;
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• the Fast Track and Breakthrough Therapy designations for any of our product candidates may not expedite regulatory review or approval;

• the U.S. Food and Drug Administration (the “FDA”) may not accept data from trials we conduct outside the United States;

• disruptions at the FDA and other government agencies caused by funding shortages or global health concerns;

• our discretion to discontinue or reprioritize the development of any of our product candidates;

• the potential for our product candidates to have undesirable side effects;

• no regulatory agency has made a determination that any of our product candidates are safe or effective for use by the general public or for any

indication;

• our ability to face significant competition, including biosimilar products;

• the likelihood of broad market acceptance of our product candidates;

• our ability to obtain Orphan Drug Designation or exclusivity for some or all of our product candidates;

• our ability to commercialize products outside of the United States;

• the outcome of reimbursement decisions by third-party payors relating to our products;

• our expectations with respect to the market opportunities for any product that we or our strategic partners develop;

• our ability to pursue product candidates that may be profitable or have a high likelihood of success;

• our ability to use and expand our therapeutic platforms to build a pipeline of product candidates;

• our ability to meet the requirements of ongoing regulatory review;

• the threat of product liability lawsuits against us or any of our strategic partners;

• changes in product candidate manufacturing or formulation that may result in additional costs or delay;

• the potential disruption of our business and dilution of our shareholdings associated with acquisitions and joint ventures;

• the potential for foreign governments to impose strict price controls;

• the risk of security breaches or data loss, which could compromise sensitive business or health information;

• current and future legislation that may increase the difficulty and cost of commercializing our product candidates;

• economic, political, regulatory and other risks associated with international operations;

• our exposure to legal and reputational penalties as a result of any of our current and future relationships with various third parties;

• our ability to comply with export control and import laws and regulations;

• our history of significant losses since inception;

• our ability to generate revenue from product sales and achieve profitability;

• our requirement for substantial additional funding;

• the potential dilution to our shareholders associated with future financings;

• restrictions on our ability to seek financing, which may be imposed by future debt;

• our ability to maintain existing and future strategic partnerships;

• our ability to realize the anticipated benefits of our strategic partnerships;

• our ability to secure future strategic partners;

• our reliance on third-party manufacturers to produce our product candidate supplies and on other third parties to provide supplies and store, monitor

and transport bulk drug substance and drug product;

• our reliance on third parties to oversee clinical trials of our product candidates and, in some cases, maintain regulatory files for those product

candidates;
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• our reliance on third parties for various operational and administrative aspects of our business including our reliance on third parties’ cloud-based

software platforms;

• our ability to operate without infringing the patents and other proprietary rights of third parties;

• our ability to obtain and enforce patent protection for our product candidates and related technology;

• our patents could be found invalid or unenforceable if challenged;

• our intellectual property rights may not necessarily provide us with competitive advantages;

• we may become involved in expensive and time-consuming patent lawsuits;

• the risk that the duration of our patents will not adequately protect our competitive position;

• our ability to obtain protection under the Drug Price Competition and Patent Term Restoration Act of 1984 (the “Hatch-Waxman Amendments”) and

similar foreign legislation;

• we may be unable to protect the confidentiality of our proprietary information;

• our ability to comply with procedural and administrative requirements relating to our patents;

• the risk of claims challenging the inventorship of our patents and other intellectual property;

• our intellectual property rights for some of our product candidates are dependent on the abilities of third parties to assert and defend such rights;

• patent reform legislation and court decisions can diminish the value of patents in general, thereby impairing our ability to protect our products;

• we may not be able to protect our intellectual property rights throughout the world;

• we will require FDA approval for any proposed product candidate names and any failure or delay associated with such approval may adversely affect

our business;

• the risk of employee misconduct including noncompliance with regulatory standards and insider trading;

• our ability to market our products in a manner that does not violate the law and subject us to civil or criminal penalties;

• if we do not comply with laws regulating the protection of the environment and health and human safety, our business could be adversely affected;

• our ability to retain key executives and attract and retain qualified personnel;

• our ability to manage organizational growth;

• our exposure to potential securities class action litigation; and

• if securities or industry analysts do not publish research or publish inaccurate or unfavorable research about our business, our share price and trading

volume could decline.

Consequently, forward-looking statements should be regarded solely as our current plans, estimates and beliefs. You should not place undue reliance on
forward-looking statements. We cannot guarantee future results, events, levels of activity, performance or achievements. We do not undertake and
specifically decline any obligation to update, republish or revise forward-looking statements to reflect future events or circumstances or to reflect the
occurrences of unanticipated events, except as required by law.

In addition, statements that “we believe” and similar statements reflect our beliefs and opinions on the relevant subject. These statements are based upon
information available to us as of the date of this Quarterly Report on Form 10-Q, and although we believe such information forms a reasonable basis for
such statements, such information may be limited or incomplete, and our statements should not be read to indicate that we have conducted a thorough
inquiry into, or review of, all potentially available relevant information. These statements are inherently uncertain and you are cautioned not to unduly rely
upon these statements.

We own or have rights to trademarks, service marks or trade names that we use in connection with the operation of our business. In addition, our names,
logos and website names and addresses are our service marks or trademarks. Azymetric, Zymeworks, ZymeCAD, EFECT, ZymeLink and the phrase
“Building Better Biologics” are our registered trademarks. The other trademarks,
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trade names and service marks appearing in this Quarterly Report on Form 10-Q are the property of their respective owners. Solely for convenience, the
trademarks, service marks, tradenames and copyrights referred to in this Quarterly Report on Form 10-Q are listed without the ©, ® and TM symbols, but
we will assert, to the fullest extent under applicable law, our rights or the rights of the applicable licensors to these trademarks, service marks and
tradenames.

We express all amounts in this Quarterly Report on Form 10-Q in U.S. dollars, except where otherwise indicated. References to “$” and “US$” are to U.S.
dollars and references to “C$” are to Canadian dollars.

Except as otherwise indicated, references in this Quarterly Report on Form 10-Q to “Zymeworks,” the “Company,” “we,” “us” and “our” refer to
Zymeworks Inc. and its subsidiary.
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PART I. FINANCIAL INFORMATION

Item 1.    Financial Statements

Zymeworks Inc.

Index to Interim Condensed Consolidated Financial Statements (unaudited)

As of and for the three and nine months ended September 30, 2021
Page

Condensed Consolidated Balance Sheets 2
Condensed Consolidated Statements of Loss and Comprehensive Loss 3
Condensed Consolidated Statement of Changes in Shareholders’ Equity 4
Condensed Consolidated Statements of Cash Flows 6
Notes to the Condensed Consolidated Financial Statements 7
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ZYMEWORKS INC.
Condensed Consolidated Balance Sheets
(Expressed in thousands of U.S. dollars except share data)

September 30,
2021

December 31,
2020

(unaudited)
Assets
Current assets:

Cash and cash equivalents $ 253,439 $ 242,036 
Short-term investments (note 5) 54,318 184,318 
Accounts receivable 4,927 15,293 
Prepaid expenses and other current assets 24,080 13,429 

Total current assets 336,764 455,076 
Deferred financing fees 962 805 
Long-term investments (note 5) 886 25,921 
Long-term prepaid assets 4,280 2,290 
Deferred tax asset 1,990 1,723 
Property and equipment, net 18,560 12,185 
Operating lease right-of-use assets 24,574 5,429 
Intangible assets, net 2,700 5,303 
Acquired in-process research and development (note 6) 17,628 17,628 
Goodwill (note 6) 12,016 12,016 
Total assets $ 420,360 $ 538,376 
Liabilities and shareholders’ equity
Current liabilities:

Accounts payable and accrued liabilities (note 7) $ 56,068 $ 43,655 
Fair value of liability classified stock options (note 12) 18,015 39,284 
Current portion of operating lease liability (note 11) 1,323 2,710 
Other current liabilities 22 17 

Total current liabilities 75,428 85,666 
Long-term portion of operating lease liability (note 11) 28,742 5,812 
Deferred revenue (note 9) 32,941 32,941 
Other long-term liabilities (note 7) 2,571 2,857 
Deferred tax liability 1,749 1,178 
Total liabilities 141,431 128,454 
Shareholders’ equity:

Common shares, no par value; unlimited authorized shares at September 30, 2021 and December 31, 2020,
respectively; 46,553,660 and 46,035,389 shares issued and outstanding at September 30, 2021 and December 31,
2020, respectively (note 8b) 739,560 724,219 

Additional paid-in capital 189,980 163,623 
Accumulated other comprehensive loss (6,659) (6,659)
Accumulated deficit (643,952) (471,261)

Total shareholders’ equity 278,929 409,922 
Total liabilities and shareholders’ equity $ 420,360 $ 538,376 
Research collaboration and licensing agreements (note 9)
Commitments and contingencies (note 13)

The accompanying notes are an integral part of these financial statements
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ZYMEWORKS INC.
Condensed Consolidated Statements of Loss and Comprehensive Loss
(Expressed in thousands of U.S. dollars except share and per share data)
(unaudited)

Three Months Ended September 30, Nine Months Ended September 30,
2021 2020 2021 2020

Revenue
Research and development collaborations (note 9) $ 4,395 $ 2,643 $ 6,810 $ 23,271 

Operating expenses:
Research and development 49,893 54,401 144,887 131,128 
General and administrative 15,466 21,936 36,707 42,066 

Total operating expenses 65,359 76,337 181,594 173,194 
Loss from operations (60,964) (73,694) (174,784) (149,923)
Other income (expense):

Interest income 340 1,302 1,669 4,660 
Other income (expense), net (note 10) 809 (213) 1,279 2,872 

Total other income, net 1,149 1,089 2,948 7,532 
Loss before income taxes (59,815) (72,605) (171,836) (142,391)
Income tax recovery (expense) (764) 43 (855) (268)
Net loss and comprehensive loss $ (60,579) $ (72,562) $ (172,691) $ (142,659)

Net loss per common share (note 4):
Basic $ (1.17) $ (1.43) $ (3.35) $ (2.85)
Diluted $ (1.25) $ (1.43) $ (3.66) $ (2.85)

Weighted-average common shares outstanding (note 4):
Basic 51,657,371 50,903,633 51,483,428 50,129,181 
Diluted 52,238,901 50,903,633 52,125,929 50,129,181 

The accompanying notes are an integral part of these financial statements

3



Table of Contents

ZYMEWORKS INC.
Condensed Consolidated Statement of Changes in Shareholders’ Equity
(Expressed in thousands of U.S. dollars except share data)
(unaudited)

Common shares
Accumulated

deficit

Accumulated
other

comprehensive
loss

Additional
paid-in
capital

Total
shareholders’

equityShares Amount
Balance at January 1, 2021 46,035,389 $ 724,219 $ (471,261) $ (6,659) $ 163,623 $ 409,922 
Issuance of common shares on exercise of options 78,736 2,624 — — (662) 1,962 
Issuance of common shares through employee
stock purchase plan 26,807 1,321 — — — 1,321 
Issuance of common shares upon vesting of
restricted stock units ("RSUs") 23,956 843 — — (843) — 
Stock-based compensation — — — — 8,530 8,530 
Net loss — — (44,590) — — (44,590)
Balance at March 31, 2021 46,164,888 $ 729,007 $ (515,851) $ (6,659) $ 170,648 $ 377,145 
Issuance of common shares on exercise of options 67,583 $ 1,218 $ — $ — $ (455) $ 763 
Issuance of common shares upon vesting of RSUs 2,266 $ 86 $ — $ — $ (86)
Stock-based compensation — $ — $ — $ — $ 11,086 $ 11,086 
Net loss — $ — $ (67,522) $ — $ — $ (67,522)
Balance at June 30, 2021 46,234,737 $ 730,311 $ (583,373) $ (6,659) $ 181,193 $ 321,472 
Issuance of common shares on exercise of options 275,425 $ 7,449 $ — $ — $ (1,506) $ 5,943 
Issuance of common shares through employee
stock purchase plan 42,157 $ 1,759 $ — $ — $ — $ 1,759 
Issuance of common shares upon vesting of RSUs 1,341 $ 41 $ — $ — $ (41) $ — 
Stock-based compensation — $ — $ — $ — $ 10,334 $ 10,334 
Net loss — $ — $ (60,579) $ — $ — $ (60,579)
Balance at September 30, 2021 46,553,660 $ 739,560 $ (643,952) $ (6,659) $ 189,980 $ 278,929 
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Common shares
Accumulated

deficit

Accumulated
other

comprehensive
loss

Additional
paid-in
capital

Total
shareholders’

equityShares Amount
Balance at January 1, 2020 39,564,529 $ 450,210 $ (290,709) $ (6,659) $ 92,839 $ 245,681 
Issuance of common shares on exercise of
options 122,492 2,767 — — (754) 2,013 
Issuance of common shares through employee
stock purchase plan 21,451 615 — — — 615 
Fair value adjustments upon reclassification of
options to liabilities — — — — (110) (110)
Stock-based compensation — — — — 4,446 4,446 
Issuance of common shares and pre-funded
warrants in connection with public offering (Note
8) 5,824,729 254,018 — — 46,892 300,910 
Net loss — — (31,136) — — (31,136)
Balance at March 31, 2020 45,533,201 $ 707,610 $ (321,845) $ (6,659) $ 143,313 $ 522,419 
Issuance of common shares on exercise of
options 29,954 $ 709 $ — $ — $ (152) $ 557 
Stock-based compensation — $ — $ — $ — $ 7,238 $ 7,238 
Net loss — $ — $ (38,961) $ — $ — $ (38,961)
Balance at June 30, 2020 45,563,155 $ 708,319 $ (360,806) $ (6,659) $ 150,399 $ 491,253 
Issuance of common shares on exercise of
options 216,127 $ 5,982 $ — $ — $ (1,022) $ 4,960 
Issuance of common shares through employee
stock purchase plan 22,522 $ 1,003 $ — $ — $ — $ 1,003 
Stock-based compensation — $ — $ — $ — $ 7,700 $ 7,700 
Net loss — $ — $ (72,562) $ — $ — $ (72,562)
Balance at September 30, 2020 45,801,804 $ 715,304 $ (433,368) $ (6,659) $ 157,077 $ 432,354 

The accompanying notes are an integral part of these financial statements
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ZYMEWORKS INC.
Condensed Consolidated Statements of Cash Flows
(Expressed in thousands of U.S. dollars)
(unaudited)

Nine Months Ended September 30,
2021 2020

Cash flows from operating activities:
Net loss $ (172,691) $ (142,659)

Items not involving cash:
Depreciation and amortization of property and equipment 2,894 2,436 
Amortization of intangible assets 2,643 3,066 
Stock-based compensation expense 12,446 22,828 
Amortization and impairment of operating lease right-of-use assets 2,604 2,253 
Deferred income tax expense 303 8 
Non-cash consideration from licensing agreement — (218)
Change in fair value of contingent consideration liability 31 68 
Change in fair value of investments in equity instruments (167) — 
Unrealized foreign exchange gain (200) (2,252)

Changes in non-cash operating working capital:
Accounts receivable 10,421 (1,506)
Prepaid expenses and other current assets (11,586) (1,538)
Accounts payable and accrued liabilities 10,713 15,117 
Operating lease liabilities 647 (1,103)

Net cash used in operating activities (141,942) (103,500)
Cash flows from financing activities:
Proceeds from public offering, net of issuance costs (note 8a) — 300,910 
Issuance of common shares on exercise of stock options (note 8e) 5,436 4,393 
Issuance of common shares through employee stock purchase plan 2,070 1,111 
Deferred financing fees (172) (93)
Finance lease payments (12) (37)
Net cash provided by financing activities 7,322 306,284 
Cash flows from investing activities:
Net redemptions (purchases) of short-term and long-term investments 154,114 (81,600)
Acquisition of property and equipment (7,621) (3,285)
Acquisition of intangible assets (40) (1,955)
Net cash provided by (used in) investing activities 146,453 (86,840)
Effect of exchange rate changes on cash and cash equivalents (430) (275)
Net change in cash and cash equivalents 11,403 115,669 
Cash and cash equivalents, beginning of period 242,036 128,451 
Cash and cash equivalents, end of period $ 253,439 $ 244,120 
Supplemental disclosure of non-cash investing and financing items:
Leased assets obtained in exchange for operating lease liabilities $ 21,748 $ 1,817 
Acquisition of property and equipment in accounts payable and accrued liabilities 1,649 568 

The accompanying notes are an integral part of these financial statements
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ZYMEWORKS INC.
Notes to the Interim Condensed Consolidated Financial Statements
(unaudited)
(Expressed in thousands of U.S. dollars except share and per share data)

1. Nature of Operations

Zymeworks Inc. (the “Company” or “Zymeworks”) is a clinical-stage biopharmaceutical company dedicated to the development of next-generation
multifunctional biotherapeutics. Zymeworks was incorporated on September 8, 2003 under the laws of the Canada Business Corporations Act. On
October 22, 2003, the Company was registered as an extra-provincial company under the Company Act (British Columbia). On May 2, 2017, the Company
continued under the Business Corporations Act (British Columbia).

Since its inception, the Company has devoted substantially all of its resources to research and development activities, including developing its therapeutic
platforms, and identifying and developing potential product candidates by undertaking preclinical studies and clinical trials. The Company supports these
activities through general and administrative support, as well as by raising capital, conducting business planning and protecting its intellectual property.

2. Summary of Significant Accounting Policies

Basis of Presentation

The accompanying interim condensed consolidated financial statements of the Company have been prepared in accordance with generally accepted
accounting principles in the United States of America (“U.S. GAAP”) and pursuant to the rules and regulations of the U.S. Securities and Exchange
Commission ("SEC") for interim financial information. Accordingly, these financial statements do not include all the information and footnotes required
for complete financial statements and should be read in conjunction with the audited consolidated financial statements of the Company and the
accompanying notes thereto for the year ended December 31, 2020.

These unaudited interim condensed consolidated financial statements reflect all adjustments, consisting solely of normal recurring adjustments, which, in
the opinion of management, are necessary for a fair presentation of results for the interim periods presented. The results of operations for the three and nine
months ended September 30, 2021 and 2020 are not necessarily indicative of results that can be expected for a full year. These unaudited interim condensed
consolidated financial statements follow the same significant accounting policies as those described in the notes to the audited consolidated financial
statements of the Company for the year ended December 31, 2020.

All amounts expressed in the interim condensed consolidated financial statements of the Company and the accompanying notes thereto are expressed in
thousands of U.S. dollars, except for share and per share data and where otherwise indicated. References to “$” are to U.S. dollars and references to “C$”
are to Canadian dollars.

Certain prior period amounts have been reclassified from general and administrative expenses to research and development expenses to conform to the
current period's presentation. These reclassifications had no effect on previously reported operating expenses, net loss, shareholders' equity, and cash flows
from operating activities.

Use of Estimates

The preparation of consolidated financial statements in accordance with U.S. GAAP requires the Company to make estimates and judgments in certain
circumstances that affect the reported amounts of assets, liabilities, revenue and expenses, and related disclosure of contingent assets and liabilities. On an
ongoing basis, the Company evaluates its estimates, most notably those related to revenue recognition including estimated timing of completion of
performance obligations required to meet revenue recognition criteria, accrual of expenses including clinical and preclinical study expense accruals, stock-
based compensation, valuation allowance for deferred taxes, benefits under the Scientific Research and Experimental Development (“SR&ED”) program,
and other contingencies. Management bases its estimates on historical experience and on various other assumptions that it believes to be reasonable under
the circumstances. Actual results could differ from these estimates.

The full extent to which the COVID-19 pandemic may directly or indirectly impact the Company’s business, results of operations and financial condition,
including revenues, expenses, clinical trials, research and development costs and employee-related amounts, will depend on future developments that are
highly uncertain and cannot be predicted with confidence, such as the location, duration and severity of outbreaks, including potential future waves or
cycles, and the effectiveness of actions taken to
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contain and treat COVID-19. The Company considered the potential impact of COVID-19 when making certain estimates and judgments relating to the
preparation of these consolidated financial statements. While there was no material impact to the Company’s consolidated financial statements as of and for
the three and nine months ended September 30, 2021, the Company’s future assessment of the magnitude and duration of COVID-19, as well as other
factors, could result in a material impact to the Company’s consolidated financial statements in future reporting periods.

3. Recent Accounting Pronouncements

Recent accounting pronouncements not yet adopted

The Company has reviewed recent accounting pronouncements and concluded that they are either not applicable to the business, or that no material effect
is expected on the consolidated financial statements as a result of future adoption.

4. Net loss per share

Net loss per share for the three and nine months ended September 30, 2021 and 2020 was as follows:
Three Months Ended

September 30,
Nine Months Ended

September 30,
2021 2020 2021 2020

Numerator:
Net loss attributable to common shareholders:
Basic $ (60,579) $ (72,562) $ (172,691) $ (142,659)

Adjustment for change in fair value of liability classified stock options (4,538) — (18,270) — 
Diluted $ (65,117) $ (72,562) $ (190,961) $ (142,659)

Denominator:
Weighted-average common shares outstanding:
Basic 51,657,371 50,903,633 51,483,428 50,129,181 

Adjustment for dilutive effect of liability classified stock options 581,530 — 642,501 — 
Diluted 52,238,901 50,903,633 52,125,929 50,129,181 

Net loss per common share - basic $ (1.17) $ (1.43) $ (3.35) $ (2.85)
Net loss per common share - diluted $ (1.25) $ (1.43) $ (3.66) $ (2.85)

Weighted average number of common shares used in the basic and diluted earnings per share calculations include the pre-funded warrants issued in
connection with the Company’s June 2019 and January 2020 public offerings as the warrants are exercisable at any time for nominal cash consideration.

5. Investments

Short-term Investments

Short-term investments are denominated in U.S. dollars or Canadian dollars and consist of guaranteed investment certificates (“GICs”), term deposits and
commercial paper acquired from financial institutions in accordance with the Company’s cash investment policy. Short-term GICs, term deposits and
commercial paper bear interest at rates of 0.3%-1.0% per annum, and are classified as held to maturity and are accounted for at amortized cost or available
for sale.

Long-term Investments

Long-term investments at September 30, 2021 consist of equity instruments of $886 acquired for strategic purposes or in connection with licensing and
collaboration agreements with changes in fair value recorded through net income.

6. IPR&D and Goodwill

Acquired IPR&D

In-process research and development assets (“IPR&D”) acquired in the 2016 Kairos Therapeutics Inc. (“Kairos”) business combination are classified as
indefinite-lived intangible assets and are not currently being amortized. The carrying value of
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IPR&D, net of impairment was $17,628 at both September 30, 2021 and December 31, 2020. The Company concluded that there were no impairment
indicators related to IPR&D as of September 30, 2021.

Goodwill

The Company performed its most recent annual impairment test of goodwill as of December 31, 2020. As part of the evaluation of the recoverability of
goodwill, the Company identified only one reporting unit to which the total carrying amount of goodwill has been assigned. As at December 31, 2020, the
Company performed a qualitative assessment for its annual impairment test of goodwill after concluding that it was not more likely than not that the fair
value of the reporting unit was less than its carrying value. Consequently, a quantitative impairment test was not required. The Company concluded that
there were no impairment indicators related to goodwill as of September 30, 2021.

7. Liabilities

Accounts payable and accrued expenses consisted of the following:
September 30,

2021
December 31,

2020
Trade payables $ 5,046 $ 6,244 
Accrued research and development expenses 36,768 25,962 
Employee compensation and vacation accruals 10,320 9,439 
Accrued legal and professional fees 1,665 859 
Other 2,269 1,151 
Total $ 56,068 $ 43,655 

Other long-term liabilities consisted of the following: 
September 30,

2021
December 31,

2020
Liability for contingent consideration (note 12) $ 1,316 $ 1,285 
Liability from in-licensing agreement 1,150 1,450 
Finance lease liability (note 11) 105 122 
Total $ 2,571 $ 2,857 

8. Shareholders’ Equity

a. Equity Offerings

2020 Public Offering

On January 27, 2020, the Company closed a public offering pursuant to which the Company sold 5,824,729 common shares, including the sale of 900,000
common shares to the underwriters upon their full exercise of their over-allotment option, at $46.50 per common share and 1,075,271 Pre-Funded Warrants
(note 8d) in lieu of common shares at $46.4999 per Pre-Funded Warrant. Net proceeds were $300,910, after underwriting discounts, commissions and
offering expenses of $19,940.

b. Authorized

The Company has an unlimited authorized number of voting Common Shares and Preferred Shares without par value.

c. Preferred Shares

As of September 30, 2021 and December 31, 2020, no preferred shares were issued or outstanding, respectively.
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d. Pre-Funded Common Share Warrants

In connection with a public offering completed on June 24, 2019, the Company issued 4,166,690 Pre-Funded Warrants at a price of $17.9999 per Pre-
Funded Warrant which granted holders of warrants the right to purchase up to 4,166,690 common shares of the Company, at an exercise price of $0.0001
per share.

In connection with a public offering completed on January 27, 2020 (note 8a), the Company issued 1,075,271 Pre-Funded Warrants at a price of $46.4999
per Pre-Funded Warrant which granted holders of warrants the right to purchase up to 1,075,271 common shares of the Company, at an exercise price of
$0.0001 per share.

The Pre-Funded Warrants are exercisable by the holders at any time on or after the original issue date. The Pre-Funded Warrants do not expire unless they
are exercised or settled in accordance with the Pre-Funded Warrant agreement. As the Pre-Funded Warrants meet the condition for equity classification,
proceeds from issuance of the Pre-Funded Warrants, net of any transaction costs, are recorded in additional paid-in capital. Upon exercise of the Pre-
Funded Warrants, the historical costs recorded in additional paid-in capital along with exercise price collected from holders will be recorded in common
shares. No Pre-Funded Warrants have been exercised to date.

e. Stock-Based Compensation

Original Stock Option Plan

On July 14, 2006, the shareholders of the Company approved an employee stock option plan (the “Original Plan”). The Original Plan provides for the
granting of options to directors, officers, employees and consultants. Options to purchase common shares may be granted at an exercise price of each
option equal to the last private issuance of common shares immediately preceding the date of the grant. The total number of options outstanding is not to
exceed 20% of the issued common shares of the Company.

Options granted under the Original Plan are exercisable at various dates over their 10-year life. Common shares are issued from treasury when options are
exercised.

The exercise prices of the Company’s stock options under the Original Plan are denominated in Canadian dollars. The Canadian dollar amounts have been
translated to U.S. dollars using the period end rate or the average foreign exchange rate for the period, as applicable, and have been provided for
information purposes. Upon the effectiveness of the Company’s New Plan described below, no further options were issuable under the Original Plan.
However, all outstanding options granted under the Original Plan remain outstanding, subject to the terms of the Original Plan and the applicable grant
documents, until such outstanding options are exercised or they terminate or expire by their terms.

New Stock Option and Equity Compensation Plan

On April 10, 2017, the Company’s shareholders approved a new stock option plan, which became effective immediately prior to the consummation of the
Company's IPO. This plan allows for the grant of options to directors, officers, employees and consultants in U.S. or Canadian dollars, and also permits the
Company to grant incentive stock options (“ISOs”), within the meaning of Section 422 of the Internal Revenue Code, to its employees. On June 7, 2018,
the Company’s shareholders approved an amendment and restatement of this plan (this plan, as amended and restated, the “New Plan”), which includes an
article that allows the Company to grant restricted shares, restricted share units (“RSUs”) and other share-based awards, in addition to stock options. On
March 4, 2020, the Board of Directors approved certain minor amendments to the New Plan that did not require shareholder approval.

The original maximum number of common shares reserved for issuance under the New Plan as of June 7, 2018 was 5,686,097, which includes 3,686,097
shares issuable upon exercise of options outstanding as of March 31, 2018. Beginning in 2019 and ending in 2028, this maximum number may be increased
on the first day of each calendar year by up to 4.0% of the number of outstanding shares on the last day of the immediately preceding calendar year. As of
September 30, 2021, 1,152,206 common shares were available for future award grants under the New Plan (December 31, 2020: 1,242,038 common
shares). ISOs may be granted with respect to a maximum fixed amount equal to 20% of the shares reserved for issuance under the New Plan as of June 7,
2018.

Restricted Stock Units (“RSUs”)

During the nine months ended September 30, 2021, the Company granted 128,905 RSUs to certain employees that vest over a period of three years, in the
amount of one-third each year on the anniversary of the grant date. RSUs are equity-settled on each
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vesting date, subject to the grantee’s continued employment with the Company on the vesting date. The fair value of RSUs granted was calculated by using
the closing stock price on the grant date. As of September 30, 2021, there was unamortized RSU expense of $3,517 that will be recognized over a weighted
average period of 1.55 years.

Number of RSUs

Weighted-
average grant
date fair value

($)
Outstanding, December 31, 2020 82,704 35.19 
Granted 128,905 36.57 
Vested and settled (27,563) 35.19 
Forfeited (13,125) 34.96 
Outstanding, September 30, 2021 170,921 36.25 

Stock Options

All options granted under the New Plan will have an exercise price determined and approved by the Board of Directors on the date of the grant, which shall
not be less than the market price of the common shares at such time. For the purposes of the New Plan, the market price of a common share shall be the
closing sale price of a share on the grant date reported by the stock exchange with the greatest trading volume or, if such day is not a trading day, the
closing sale price reported for the immediately preceding trading day. The Company may convert a market price denominated in Canadian dollars into
United States dollars and vice versa and such converted amount shall be the market price.

An option shall be exercisable during a period established by the Board of Directors which shall commence on the date of the grant and shall terminate not
later than ten years after the date of the granting of the option. The New Plan provides that the exercise period shall automatically be extended if the date on
which it is scheduled to terminate shall fall during a black-out period. In such cases, the extended exercise period shall terminate on the tenth business day
after the last day of the black-out period, provided that the exercise period shall in no case be extended beyond the tenth anniversary of the date the option
was granted. All options shall vest in accordance with the terms of their grant agreements.

The following table summarizes the Company’s stock options granted in Canadian dollars under the Original Plan and the New Plan:

Number
of Options

Weighted-
Average

Exercise Price
(C$)

Weighted-
Average

Exercise Price
($)

Weighted-
Average

Contractual
Term

(years)

Aggregate
intrinsic value

(C$)

Aggregate
intrinsic value

($)
Outstanding, December 31, 2020 2,285,569 22.00 17.27 6.46 87,545 68,664 
Granted 466,117 43.20 34.41 
Exercised (176,260) 14.23 11.23 
Forfeited (47,845) 40.38 32.31 
Outstanding, September 30, 2021 2,527,581 26.10 20.58 6.48 21,268 16,712 

The following table summarizes the Company’s stock options granted in U.S. dollars under the New Plan:

Number
of Options

Weighted-
Average

Exercise Price
($)

Weighted-
Average

Contractual
Term

(years)

Aggregate
intrinsic value

($)
Outstanding, December 31, 2020 3,790,326 22.85 8.20 92,705 
Granted 1,506,778 35.36 
Exercised (245,484) 14.11 
Forfeited (109,583) 33.18 
Outstanding, September 30, 2021 4,942,037 26.87 8.09 30,405 

During the nine months ended September 30, 2021, the Company received cash proceeds of $5,436 from stock options exercised (nine months ended
September 30, 2020: $4,393).
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The stock options outstanding at September 30, 2021 expire at various dates from January 1, 2022 to September 9, 2031.

The estimated fair values of options granted to officers, directors, employees and consultants are amortized over the relevant vesting periods. Stock-based
compensation expense for equity classified instruments, as well as the financial statement impact of the amortization and periodic revaluation of liability
classified instruments (note 12), are recorded in research and development expenses, general and administration expenses and finance expense (income) as
follows:

Three Months Ended September 30, Nine Months Ended September 30,
2021 2020 2021 2020

Research and development expense:
Stock-based compensation for equity classified instruments $ 5,562 $ 3,389 $ 15,688 $ 8,680 
Change in fair value of liability classified instruments (916) 2,379 (3,185) 479 

$ 4,646 $ 5,768 $ 12,503 $ 9,159 
General and administrative expense:

Stock-based compensation for equity classified instruments $ 4,773 $ 4,311 $ 14,260 $ 10,703 
Change in fair value of liability classified instruments (3,600) 8,195 (15,006) 2,395 

$ 1,173 $ 12,506 $ (746) $ 13,098 
Finance expense (income):

Change in fair value of liability classified instruments (22) 49 (80) 13 
$ (22) $ 49 $ (80) $ 13 

Amounts for equity classified instruments above include stock-based compensation expense relating to RSUs of $856 and $2,180 for the three and nine
months ended September 30, 2021, respectively (three and nine months ended September 30, 2020: $436 and $939, respectively).

The estimated fair value of stock options granted in Canadian dollars under the Original Plan and the New Plan was determined using the Black-Scholes
option pricing model with the following weighted-average assumptions:

Nine Months Ended September 30,
2021 2020

Dividend yield 0 % 0 %
Expected volatility 80.8 % 76.2 %
Risk-free interest rate 1.01 % 0.61 %
Expected average life of options 6.07 years 6.07 years

The estimated fair value of stock options granted in U.S. dollars under the New Plan was determined using the Black-Scholes option pricing model with the
following weighted-average assumptions:

Nine Months Ended September 30,
2021 2020

Dividend yield 0 % 0 %
Expected volatility 80.7 % 76.6 %
Risk-free interest rate 0.97 % 0.69 %
Expected average life of options 6.04 years 6.02 years

Expected Volatility — Volatility is a measure of the amount by which a financial variable such as a share price has fluctuated (historical volatility) or is
expected to fluctuate (expected volatility) during a period. As the Company does not yet have sufficient history of its own volatility, the Company has
identified several public entities of similar complexity and stage of development and calculates historical volatility using the volatility of these companies.

Risk-Free Interest Rate — This rate is from the Government of Canada and U.S. Federal Reserve marketable bonds for the month prior to each option grant
during the year, having a term that most closely resembles the expected life of the option.
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Expected Term — This is the period of time that the options granted are expected to remain unexercised. Options granted have a maximum term of ten
years. The Company uses the simplified method to calculate the average expected term, which represents the average of the vesting period and the
contractual term.

Share Fair Value — Options granted after the Company’s IPO, are issued with exercise price equal to the fair market value of the Company’s common
stock on the grant date. Before the IPO, the Company granted stock options at exercise prices not less than the fair value of its common shares as
determined by the Board of Directors, with input from management. Management estimated the fair value of its common shares based on a number of
objective and subjective factors, including the most recently available valuation of common shares prepared by independent valuation specialists, external
market considerations affecting the biotechnology industry and the historic prices at which the Company sold common shares.

The weighted-average Black-Scholes option pricing assumptions for liability classified stock options outstanding at September 30, 2021 and 2020 are as
follows:

September 30,
2021

September 30,
2020

Dividend yield 0 % 0 %
Expected volatility 73.4 % 85.4 %
Risk-free interest rate 0.62 % 0.27 %
Expected average option term 2.38 years 2.95 years
Number of liability classified stock options outstanding 911,400 1,158,677

At September 30, 2021, the unamortized compensation expense related to unvested options was $42,109 (C$53,591). The remaining unamortized
compensation expense as of September 30, 2021 will be recognized over a weighted-average period of 1.93 years.

f. Employee Stock Purchase Plan:

On April 10, 2017, the Company’s shareholders approved an employee stock purchase plan (“ESPP”) which became effective immediately prior to the
consummation of the Company’s IPO. On June 7, 2018, certain amendments to the ESPP were approved by shareholders. Prior to these amendments, the
ESPP allowed eligible employees to acquire common shares at a discounted purchase price of 85% of the market value of the Company's common shares
on the purchase date. The ESPP, as amended, allows eligible employees to acquire common shares at a discounted purchase price of the lesser of (i) 85% of
the market price of a common share on the first day of the applicable purchase period and (ii) 85% of the market price of a common share on the purchase
date. The ESPP qualifies as an “employee stock purchase plan” within the meaning of Section 423 of the Code for employees who are United States
taxpayers.

The Company currently holds offerings consisting of a single six-month purchase period commencing on January 1 and July 1 of each calendar year, with a
single purchase date at the end of the purchase period on June 30 and December 31 of each calendar year.

Eligible employees are able to contribute up to 15% of their gross base earnings for purchases under the ESPP through regular payroll deductions.
Purchases of shares under the ESPP are limited for each employee at twenty-five thousand dollar worth of the Company’s common shares (determined
using the lesser of (i) the market price of a common share on the first day of the applicable purchase period and (ii) the market price of a common share on
the purchase date) for each year such purchase right is outstanding.

As this plan is considered compensatory, the Company recognizes compensation expense on these awards based on their estimated grant date fair value
using the Black-Scholes option pricing model. The Company recognizes compensation expense in the consolidated statements of loss and comprehensive
loss on a straight-line basis over the requisite service period. For the nine months ended September 30, 2021, the Company recorded compensation expense
of $767 (nine months ended September 30, 2020: $559) in research and development expense and general and administrative expense accounts. As of
September 30, 2021, the total amount contributed by ESPP participants and not yet settled is $615 (December 31, 2020: $926).
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9. Research, Collaboration and Licensing Agreements

Revenue recognized from the Company’s strategic partnerships is summarized as follows: 
Three Months Ended

September 30,
Nine Months Ended

September 30,
2021 2020 2021 2020

Janssen Biotech, Inc. ("Janssen"):
Milestone revenue $ 4,000 $ — $ 4,000 $ — 

Celgene Corporation and Celgene Alpine Investment Co. LLC (formerly
“Celgene” and now a Bristol-Myers Squibb company, “BMS”)

Upfront fee relating to amendment — — — 12,000 
BeiGene, Ltd ("BeiGene"):

Milestone revenue — — — 5,000 
Research support and other payments 395 2,643 2,810 6,271 

$ 4,395 $ 2,643 $ 6,810 $ 23,271 

Since December 31, 2020, there have not been any material changes to the key terms of the Company's collaboration and license agreements. For further
information on the terms and conditions of the Company's existing collaboration and license agreements, please refer to the notes to the consolidated
financial statements included in the Company's Annual Report on Form 10-K for the year-ended December 31, 2020.

In July 2021, the Company recognized milestone revenue of $4,000 under a license agreement with Janssen upon Janssen's dosing of the first patient with a
bispecific antibody developed using Zymeworks' Azymetric and EFECT platforms. The Company did not have any performance obligations in relation to
this milestone on the date it was achieved. Accordingly, it was recognized as revenue during the nine months ended September 30, 2021.

In June 2020, the Company's existing collaboration agreement with BMS was amended to expand the license grant to include the use of the Company's
EFECT platform for the development of product candidates and to extend the research term. The amendment included an upfront fee of $12,000 and all
other financial terms were unchanged. The Company's performance obligations in relation to the upfront fee were met on the date of amendment.
Accordingly, the upfront payment was recognized as revenue during the nine months ended September 30, 2020.

In March 2020, the Company recognized milestone revenue of $5,000 under a license and collaboration agreement with BeiGene upon BeiGene's dosing of
zanidatamab in the first patient in a clinical study in its territory. The Company did not have any performance obligations in relation to this milestone on the
date it was achieved. Accordingly, it was recognized as revenue during the nine months ended September 30, 2020.

At September 30, 2021, contract assets from research, collaboration and licensing agreements were nil (December 31, 2020: nil) and contract liabilities
were $32,941 (December 31, 2020: $32,941). Contract liabilities include deferred revenue relating to an upfront payment received in 2018 under the
licensing and collaboration agreement with BeiGene referred to above. During the nine months ended September 30, 2021, the Company did not recognize
any revenue from performance obligations satisfied in relation to the deferred revenue (nine months ended September 30, 2020: nil). Amounts not expected
to be recognized as revenue in the next twelve months from September 30, 2021 have been classified as long-term deferred revenue.

10. Other (expense) income, net

Other (expense) income consist of the following:
Three Months Ended

September 30,
Nine Months Ended

September 30,
2021 2020 2021 2020

Foreign exchange gain (loss) $ 813 $ (148) $ 1,185 $ 2,910 
Other (4) (65) 94 (38)

$ 809 $ (213) $ 1,279 $ 2,872 
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11. Leases

The Company leases separate office and laboratory spaces in Vancouver, British Columbia, with terms of each lease expiring in February 2022. On January
25, 2019, the Company entered into a lease for a new building in Vancouver to serve as the Company’s future headquarters, including both office and
laboratory space. This lease commenced for accounting purposes in May 2021 and construction of leasehold improvements is in progress. This lease has an
initial term of ten years, with two five-year extension options. In addition, the Company leases office space in Seattle, Washington with lease terms
expiring in February 2027. None of the optional extension periods have been included in the determination of the right-of-use assets or the lease liabilities
for operating leases as the Company did not consider it reasonably certain that the Company would exercise any such options. The Company also leases
office equipment under capital lease agreements.

The balance sheet classification of the Company’s lease liabilities was as follows:
September 30,

2021
December 31,

2020

Operating lease liabilities:
Current portion $ 1,323 $ 2,710 
Long-term portion 28,742 5,812 

Total operating lease liabilities 30,065 $ 8,522 
Finance lease liabilities:

Current portion included in other current liabilities 22 17 
Long-term portion included in other long-term liabilities 105 122 

Total finance lease liabilities 127 139 
Total lease liabilities $ 30,192 $ 8,661 

Cash paid for amounts included in the measurement of operating lease liabilities for the nine months ended September 30, 2021 was $2,343 and was
included in net cash used in operating activities in the consolidated statement of cash flows (nine months ended September 30, 2020: $1,871).

As of September 30, 2021, the maturities of the Company’s operating lease liabilities were as follows:
Operating

leases

Within 1 year $ 2,482 
1 to 2 years 4,655 
2 to 3 years 4,588 
3 to 4 years 4,699 
4 to 5 years 4,659 
Thereafter 15,415 
Total operating lease payments 36,498 

Less:
Imputed interest (6,433)

Operating lease liabilities $ 30,065 

As of September 30, 2021, the weighted average remaining lease term is 8.6 years and the discount rate used to determine the operating lease liability was
4.8% for leases in Canadian dollars and 2.2% for leases in U.S. dollars.

During the nine months ended September 30, 2021, the Company incurred total operating lease expenses of $4,030, which included lease expenses
associated with fixed lease payments of $3,756, and variable payments associated with common area maintenance and similar expenses of $274.

In addition to the operating lease liabilities included in the table above, the Company has commitments for future operating lease payments of $3,900 under
the terms of the lease for the Company’s additional lab space in Seattle, which is expected to commence in November 2021.
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12. Financial Instruments

The Company evaluates financial assets and liabilities subject to fair value measurements on a recurring basis to determine the appropriate level of
classification each reporting period. This determination requires the Company to make subjective judgments as to the significance of inputs used in
determining fair value and where such inputs lie within the fair value hierarchy.

Fair Value Measurements

The Company measures certain financial instruments and other items at fair value.

To determine fair value, the Company uses a fair value hierarchy that prioritizes the inputs, assumptions and valuation techniques used to measure fair
value. The three levels of the fair value hierarchy are as follows:

• Level 1 inputs are unadjusted quoted market prices for identical instruments available in active markets.

• Level 2 inputs are inputs other than Level 1 prices, such as prices for a similar asset or liability that are observable either directly or indirectly. If
the asset or liability has a contractual term, the input must be observable for substantially the full term. An example includes quoted market prices
for similar assets or liabilities in active markets.

• Level 3 inputs are unobservable inputs for the asset or liability and will reflect management’s assessment about market assumptions that would be
used to price the asset or liability.

Assets and liabilities are classified based on the lowest level of input that is significant to the fair value measurements. Changes in the observability of
valuation inputs may result in a reclassification of levels for certain securities within the fair value hierarchy.

The Company’s financial instruments consist of cash and cash equivalents, short-term and long-term investments in marketable and other securities,
amounts receivable, accounts payable and accrued liabilities, finance and operating lease obligations, and other long-term liabilities.

The carrying values of cash and cash equivalents, short-term investments in marketable securities, amounts receivable and accounts payable and accrued
liabilities approximate their fair values due to the near-term maturities of these financial instruments. As at September 30, 2021, long-term investments in
equity securities of private entities are accounted for as available for sale at their fair values. Other long-term liabilities for contingent consideration related
to business acquisitions are recorded at fair value on the acquisition date and are adjusted quarterly for changes in fair value. Changes in the fair value of
contingent consideration liabilities can result from changes in anticipated milestone payments and changes in assumed discount periods and rates. These
inputs are unobservable in the market and therefore categorized as level 3 inputs as defined above.

The following tables present information about the Company’s liabilities that are measured at fair value on a recurring basis, and indicate the fair value
hierarchy of the valuation techniques used to determine such fair value:

September 30,
2021 Level 1 Level 2 Level 3

Liabilities
Liability for contingent consideration (note 13) $ 1,316 $ — $ — $ 1,316 
Total $ 1,316 $ — $ — $ 1,316 

December 31,
2020 Level 1 Level 2 Level 3

Liabilities
Liability for contingent consideration (note 13) $ 1,285 $ — $ — $ 1,285 
Total $ 1,285 $ — $ — $ 1,285 
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The following table presents the changes in fair value of the Company’s liability for contingent consideration:

Liability at
the beginning
of the period

Increase
(decrease) in
fair value of
liability for
contingent

consideration
Liability at end

of the period
Three Months Ended September 30, 2021 $ 1,316 $ — $ 1,316 
Nine Months Ended September 30, 2021 $ 1,285 $ 31 $ 1,316 

Concentration of Credit Risk

Financial instruments that potentially subject the Company to a concentration of credit risk consist primarily of cash and cash equivalents, short-term
investments, long-term investments and accounts receivable. Cash and cash equivalents and investments in marketable securities are invested in accordance
with the Company’s cash investment policy with the primary objective being the preservation of capital and maintenance of liquidity. The cash investment
policy includes guidelines on the quality of financial instruments and defines allowable investments that the Company believes minimizes the exposure to
concentration of credit risk. The Company limits its exposure to credit loss by placing its cash and cash equivalents and short-term investments with high
credit quality financial institutions.

At September 30, 2021, the maximum exposure to credit risk for accounts receivable was $4,927 (December 31, 2020: $15,293) and all accounts receivable
are due within the next 12 months. As at September 30, 2021, accounts receivable included $2,871 in lease incentive receivable in relation to the lease for
the Company’s future headquarters (December 31, 2020: nil). As at September 30, 2021 and December 31, 2020, the Company has not recognized any
provision for expected credit losses in relation to accounts receivable.

Liquidity Risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations associated with its financial liabilities that are settled by
delivering cash or another financial asset. The Company’s short-term cash requirements are primarily to settle its financial liabilities, which consist
primarily of accounts payable and accrued liabilities falling due within 45 days and current portion of lease obligations falling due within the next 12
months, with medium-term requirements to invest in property and equipment and research and development. The Company’s principal sources of liquidity
to settle its financial liabilities are cash, cash equivalents and short-term investments, collection of accounts receivable relating to research collaboration
and license agreements and additional public equity offerings as required. The Company believes that these principal sources of liquidity are sufficient to
fund its operations for at least the next 12 months.

Foreign Currency Risk

The Company incurs certain operating expenses in currencies other than the U.S. dollar and accordingly is subject to foreign exchange risk due to
fluctuations in exchange rates. The Company does not use derivative instruments to hedge exposure to foreign exchange risk due to the low volume of
transactions denominated in foreign currencies. At September 30, 2021, the Company’s net monetary assets denominated in Canadian dollars were $8,569
(C$10,908).

The operating results and financial position of the Company are reported in U.S. dollars in the Company’s consolidated financial statements. The
fluctuation of the U.S. dollar relative to the Canadian dollar and other foreign currencies will have an impact on the reported balances for net assets, net
loss and shareholders’ equity in the Company’s consolidated financial statements.

13. Commitments and Contingencies

Commitments

The Company has entered into research collaboration agreements with strategic partners in the ordinary course of operations that may include contractual
milestone payments related to the achievement of pre-specified research, development, regulatory and commercialization events and indemnification
provisions, which are common in such agreements. Pursuant to the agreements, the Company is obligated to make research and development and
regulatory milestone payments upon the occurrence of certain events and royalty payments based on net sales. The maximum amount of potential future
indemnification is unlimited, however, the Company currently holds commercial and product liability insurance that limits the Company’s liability and may
enable it to recover a portion of any future amounts paid. Historically, the Company has not made any indemnification payments under such
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agreements and believes that the fair value of these indemnification obligations is minimal. Accordingly, the Company has not recognized any liabilities
relating to indemnification obligations for any period presented in the consolidated financial statements.

In connection with the Company's 2016 Kairos acquisition, the Company may be required to make future payments to CDRD Ventures Inc. (“CVI”) upon
the direct achievement of certain development milestones for products incorporating certain Kairos intellectual property, as well as royalty payments on the
net sales of such products. For out-licensed products and technologies incorporating certain Kairos intellectual property, the Company may be required to
pay CVI a mid-single digit percentage of the future revenue as a result of a revenue sharing agreement. As of September 30, 2021, the contingent
consideration had an estimated fair value of $1,316, which has been recorded within other long-term liabilities on the Company's consolidated balance
sheet (December 31, 2020: $1,285). The contingent consideration was calculated using a probability weighted assessment of the likelihood of the
milestones being met, a probability adjusted discount rate that reflects the stage of the development and time to complete the development. Contingent
consideration is a financial liability and measured at its fair value at each reporting period, with any changes in fair value from the previous reporting
period recorded in the statement of loss and comprehensive loss.

Contingencies

From time to time, the Company may be subject to various legal proceedings and claims related to matters arising in the ordinary course of business. The
Company does not believe it is currently subject to any material matters where there is at least a reasonable possibility that a material loss may be incurred.
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Item 2.    Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion should be read in conjunction with the attached financial statements and notes thereto included in Part I, Item 1 of this Quarterly
Report on Form 10-Q, as well as our audited financial statements and related notes thereto and management’s discussion and analysis of financial
condition and results of operations for the year ended December 31, 2020 included in our Annual Report on Form 10-K filed with the U.S. Securities and
Exchange Commission (the “SEC”) on February 24, 2021 and with the securities commissions in all provinces and territories of Canada on February 24,
2021. This Quarterly Report on Form 10-Q, including the following sections, contains forward-looking statements within the meaning of the U.S. Private
Securities Litigation Reform Act of 1995. These statements are subject to risks and uncertainties that could cause actual results and events to differ
materially from those expressed or implied by such forward-looking statements. As a result of many factors, including without limitation those set forth
under “Risk Factors” under Item 1A of Part II below and “Cautionary Note Regarding Forward-Looking Statements” above, and elsewhere in this
Quarterly Report on Form 10-Q, our actual results may differ materially from those anticipated in these forward-looking statements. We caution the reader
not to place undue reliance on these forward-looking statements, which reflect management’s analysis only as of the date of this Quarterly Report on Form
10-Q. We undertake no obligation to update forward-looking statements which reflect events or circumstances occurring after the date of this Quarterly
Report on Form 10-Q, except as required by law. Throughout this discussion, unless the context specifies or implies otherwise, the terms “Zymeworks,”
“we,” “us,” and “our” refer to Zymeworks Inc. and its subsidiary.

Overview

Zymeworks is a clinical-stage biopharmaceutical company dedicated to the development of next-generation multifunctional biotherapeutics. Our suite of
complementary therapeutic platforms and our fully integrated drug development engine provide the flexibility and compatibility to precisely engineer and
develop highly differentiated product candidates. These capabilities have resulted in multiple product candidates with the potential to drive positive
outcomes in large underserved and unaddressed patient populations.

Our lead product candidate, zanidatamab (formerly known as ZW25), is a novel bispecific antibody that targets two distinct domains of the human
epidermal growth factor receptor 2 (“HER2”). The unique mechanism of action of zanidatamab may enable it to address unmet need in patient populations
with HER2-expressing cancers, including those with lower levels of expression, for which there are no approved HER2-targeted agents. In clinical trials,
monotherapy zanidatamab and zanidatamab in combination with chemotherapy have been well tolerated with promising antitumor activity in patients with
treatment-naive and heavily pretreated HER2-expressing cancers, including individuals whose disease had progressed on multiple prior treatment regimens
that included HER-targeted agents. Based on these data, we initiated a number of global multicenter clinical trials to evaluate zanidatamab in specific
indications and lines of therapy. These include (i) a pivotal trial in patients with previously treated HER2 gene amplified biliary tract cancer (“BTC”), (ii)
the first-line treatment of HER2-positive metastatic gastroesophageal adenocarcinomas (“GEA”), BTC, or colorectal cancer in combination with standard
of care chemotherapy, (iii) previously-treated locally advanced and/or metastatic HER2-positive, hormone receptor-positive breast cancer in combination
with Pfizer’s Ibrance (palbociclib) and fulvestrant, (iv) previously-treated locally advanced and/or metastatic HER2-expressing breast cancer in
combination with Seagen, Inc.’s (“Seagen”) Tukysa (tucatinib) and chemotherapy, and (v) previously-treated locally advanced and/or metastatic HER2-
expressing cancers (including HER2-positive and HER2-low breast cancer) in combination with ALX Oncology Inc.’s (“ALX Oncology”) evorpacept
(ALX148). Our partner, BeiGene, Ltd. (“BeiGene”), has initiated Phase 1b/2 clinical trials evaluating zanidatamab for (i) the first-line treatment of
metastatic HER2-positive breast cancer in combination with docetaxel and for (ii) the first-line treatment of metastatic HER2-positive GEA in combination
with tislelizumab and chemotherapy. In addition, zanidatamab continues to be evaluated in several indications including colorectal, endometrial and other
HER2-expressing cancers.

Our second product candidate, ZW49, combines the unique design of zanidatamab with our ZymeLink antibody-drug conjugate (“ADC”) platform,
comprised of our proprietary cytotoxin (cancer cell-killing compound) and cleavable linker. We designed ZW49 to be a best-in-class HER2-targeting ADC
to further address unmet need across a range of HER2-expressing cancers. A Phase 1 clinical trial to establish safety and antitumor activity of ZW49 began
in 2019.

We are also advancing a deep pipeline of preclinical product candidates and discovery-stage programs in oncology (including immuno-oncology agents)
and other therapeutic areas.

Our proprietary capabilities and technologies include several modular, complementary therapeutic platforms that can be used in combination with each
other and with existing approaches. This ability to layer technologies without compromising manufacturability enables us to engineer next-generation
biotherapeutics with synergistic activity, which we believe will result in improved patient outcomes. Our platforms include:
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• Azymetric, our bispecific platform, which enables therapeutic antibodies to simultaneously bind multiple distinct locations on a target (known as
an epitope) or to multiple targets. This is achieved by tailoring multiple configurations of the antibody’s Fab regions (locations on the antibody to
which epitopes bind);

• ZymeLink, our ADC platform, comprised of cytotoxins and the linker technology used to couple these cytotoxins to tumor-targeting antibodies or
proteins. This platform can be used in conjunction with our other therapeutic platforms to increase safety and efficacy as compared to existing
ADC technologies;

• EFECT, which enables finely tuned modulation (both up and down) of immune cell recruitment and function; and
• ProTECT, which enables tumor-specific activity that may reduce systemic toxicity, and simultaneously enhances localized immune co-stimulation

or checkpoint modulation that may increase efficacy.

Our protein engineering expertise and proprietary structure-guided molecular modeling capabilities enable these therapeutic platforms. Together with our
internal antibody discovery and generation technologies, we have established a fully integrated drug development engine and toolkit capable of rapidly
delivering a steady pipeline of next-generation product candidates in oncology and other therapeutic areas.

Our Azymetric, EFECT and ZymeLink therapeutic platforms have been further leveraged through multiple revenue-generating strategic partnerships with
the following global pharmaceutical companies: Merck Sharp & Dohme Research GmbH (“Merck”), Eli Lilly and Company (“Lilly”), Celgene
Corporation and Celgene Alpine Investment Co. LLC (now a Bristol-Myers Squibb company, “BMS”), GlaxoSmithKline Intellectual Property
Development Limited (“GSK”), Daiichi Sankyo Co., Ltd. (“Daiichi Sankyo”), Janssen Biotech, Inc. (“Janssen”), LEO Pharma A/S (“LEO”), BeiGene, and
Iconic Therapeutics, Inc. (“Iconic”).

Our goal is to leverage our next-generation therapeutic platforms and proprietary protein engineering capabilities to become a domain dominator in the
discovery, development and commercialization of best-in-class multifunctional biotherapeutics for the treatment of cancer and other diseases with high
unmet medical need.

We commenced operations in 2003 and have since devoted substantially all of our resources to research and development activities including developing
our therapeutic platforms, identifying and developing potential product candidates and undertaking preclinical studies and clinical trials. Additionally, we
have supported our research and development activities with general and administrative support, as well as by raising capital, conducting business planning
and protecting our intellectual property. We have not generated any revenue from the sale of approved products to date and do not expect to do so until such
time as we obtain regulatory approval and commercialize one or more of our product candidates. We cannot be certain of the timing or success of approval
of our product candidates.

Since our initial public offering (“IPO”) in 2017, we have funded our operations primarily through follow-on public offerings, including the issuance of
pre-funded warrants, and payments received under our license and collaboration agreements. Payments received from our license and collaboration
agreements include upfront fees, milestone payments, as well as research support and reimbursement payments. Prior to our IPO, we also received
financing from private equity placements and the issuance of convertible debt, which was subsequently converted into equity securities, and a credit
facility. From inception to September 30, 2021, we received $801.1 million, net of equity issue costs, from these sources of financing including proceeds
from exercises of stock options and employee stock purchase plans. As of September 30, 2021, we had $307.8 million of cash resources consisting of cash,
cash equivalents and short-term investments.

Although it is difficult to predict our funding requirements, based upon our current operating plan, we anticipate that our existing cash and cash equivalents
and short-term investments as of September 30, 2021, combined with the collaboration payments we anticipate receiving, will enable us to fund our
planned operations for at least the next twelve months from the date this Quarterly Report on Form 10-Q is filed with the SEC.

We reported a net loss of $172.7 million for the nine months ended September 30, 2021 and through September 30, 2021, we had an accumulated deficit of
$644.0 million. Over the next several years, we expect to continue to incur losses as we increase our research and development expenditures in connection
with the ongoing development of our product candidates and other clinical, preclinical and regulatory activities.

Recent Developments

COVID-19

COVID-19 has impacted our research and development activities, but has not caused significant disruptions to our business operations to date. In March
2020, we transitioned our workforce to a remote working arrangement to protect the health and safety of our employees. In June 2020, we implemented a
program to facilitate the phased return of employees to our lab and office facilities pursuant to enhanced health and safety protocols consistent with
guidelines issued by local health authorities. Our
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preclinical research activities were supplemented by support from external contract research organizations (“CROs”) to complement the temporarily
reduced capacity at our lab facilities. Certain clinical trial activities, including patient enrollment and site activations, were delayed or otherwise impacted
by COVID-19. To date, COVID-19 has not had a material impact on our financial condition, liquidity or longer-term strategic development and
commercialization plans.

The extent to which COVID-19 may cause more significant disruptions to our business and greater impacts to our results of operations will depend on
future developments, which are highly uncertain and cannot be predicted with confidence, such as the location, duration and severity of outbreaks,
including potential future waves or cycles, and the effectiveness of actions to contain and treat COVID-19. A lack of coordinated responses on risk
mitigation and global vaccination deployment with respect to the COVID-19 pandemic could result in significant increases to the duration and severity of
the pandemic and could have a corresponding negative impact on our business. For example, with the increased availability of vaccines in North America
and certain countries around the world, the rate of additional COVID-19 infections and hospitalizations has declined in certain locations, resulting in
relaxed restrictions and a general reopening of the economy and travel across many jurisdictions. While these developments are promising, reduced vaccine
availability or resistance to vaccination by certain persons may result in increasing infection and hospitalization rates, which could be further complicated
by the emergence of more virulent or infectious variants of the virus. We cannot predict the duration, scope and severity of any potential business
shutdowns or disruptions that may result from future waves or cycles of outbreaks, including impacts to our ongoing and planned clinical studies and our
regulatory approval prospects. Further prolonged shutdowns or other business interruptions could result in material and negative effects to our ability to
conduct our business in the manner and on the timelines currently planned, which could have a material adverse impact on our business, results of
operations, and financial condition. The COVID-19 pandemic continues to rapidly evolve, and we will continue to monitor the effects of COVID-19 on our
business. See Part II - Item 1A, “Risk Factors – Risks Related to Our Business and the Development and Commercialization of Our Product Candidates –
Our business has been and may continue to be adversely affected by the COVID-19 pandemic.”

Zanidatamab Clinical Program:

In January 2021, we presented updated clinical data at the American Society of Clinical Oncology (“ASCO”) Gastrointestinal Cancers Symposium for
zanidatamab, in both HER2-expressing BTC and GEA. Overall, zanidatamab was well tolerated with the majority of treatment-related adverse events
(“TRAEs”) being mild or moderate (Grade 1 or 2) in severity, and response rates and median duration of response in refractory BTC and GEA compare
favorably to current standard of care and emerging treatments.

In July 2021, we announced the first patient dosed in a new cohort of our Phase 1 trial to evaluate zanidatamab in combination with Seagen’s HER2-
selective tyrosine kinase inhibitor, Tukysa (tucatinib), and chemotherapy in patients with previously-treated locally advanced and/or metastatic HER2-
expressing breast cancer.

In September 2021, we presented Phase 2 clinical data for zanidatamab in combination with chemotherapy in first-line metastatic HER2-positive GEA at
the European Society for Medical Oncology (“ESMO”) Annual Congress. The data demonstrated that zanidatamab in combination with chemotherapy
exhibited promising response rates and durability and, overall, was well tolerated in patients with the majority of TRAEs considered mild to moderate in
severity (Grade 1 or 2). The data presented compare favorably to current standard of care and support initiation of a global, randomized Phase 3 trial.

In October 2021, we announced the first patient dosed in the Phase 1b/2 clinical trial of zanidatamab in combination with ALX Oncology’s CD47 blocker,
evorpacept (ALX148), in patients with advanced HER2-expressing breast cancer and other solid tumors.

ZW49 Clinical Program:

In January 2021, we announced an interim update from the ongoing ZW49 Phase 1 dose-escalation study. In 35 patients who have received ZW49 across
all dosing regimens, there have been no dose-limiting toxicities, no treatment-related hematologic, pulmonary, or liver toxicity, and no treatment-related
deaths. Over 90% of treatment-related adverse events have been mild or moderate (Grade 1 or 2) in severity, with the most common being keratitis, fatigue,
and diarrhea, which have been reversible and manageable in an outpatient setting. There have been no discontinuations due to treatment-related adverse
events, and the maximum tolerated dose has not yet been established. ZW49 has demonstrated antitumor activity at all dose levels evaluated in the once
every three week regimen including confirmed partial responses and stable disease per RECIST 1.1. Dose escalation is continuing at 3 mg/kg once every
three weeks. Three indication-specific expansion cohorts (HER2-positive breast cancer, HER2-positive GEA, and a basket cohort of other HER2-positive
cancers) utilizing the 2.5 mg/kg once every three week regimen have also been initiated to better ascertain antitumor activity in more homogeneous patient
populations.

As of November 2021, the expansion cohorts evaluating 2.5 mg/kg every three weeks have enrolled 29 patients and are expected to complete enrollment
(30 patients) prior to year-end. In parallel, the weekly dose regimen has enrolled 14 patients and continues to dose escalate as the maximum tolerable dose
has not been reached. No dose-limiting toxicities have been observed to date.
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Preclinical Programs:

In April 2021, we presented five posters at the American Association for Cancer Research (AACR) Annual Meeting. The presentations highlight
preclinical data that reveal new insights into the unique mechanisms of action of our lead product candidate, zanidatamab, introduce our fourth therapeutic
platform, ProTECT, and describe two new preclinical assets focused on the cytokine, IL-12, and the immune-oncology target, 4-1BB.

Licensing and Collaboration Agreements:

In August 2021, we announced that our partner, Janssen, dosed the first patient with a bispecific antibody developed using our Azymetric and EFECT
platforms. Under our 2017 collaboration and licensing agreement with Janssen, we received a payment of $4.0 million in connection with this milestone.

Executive Team Changes:

In January 2021, Mr. James Priour was promoted to Chief Commercial Officer and named to the Executive Committee. In May 2021, Dr. Diana Hausman
transitioned from her role as our Chief Medical Officer and Dr. Neil Josephson, our Senior Vice President, Clinical Research, assumed the role of interim
Chief Medical Officer. Dr. Hausman will remain with the Company as a clinical advisor through November 2021.

Strategic Partnerships and Collaborations

Our novel product candidates, together with the unique combination of proprietary protein engineering capabilities and resulting therapeutic platform
technologies, have enabled us to enter into a number of strategic partnerships, many of which were subsequently expanded in scope. Our strategic
partnerships, including with Merck, Lilly, BMS, GSK, Daiichi Sankyo, Janssen, LEO, BeiGene, and Iconic, provide us with the ability to accelerate clinical
development of our product candidates in certain geographical regions and provide our strategic partners with access to components of our proprietary
therapeutic platforms for their own therapeutics development. In addition, these strategic partnerships have provided us with non-dilutive funding as well
as access to proprietary therapeutic assets, which increase our ability to rapidly advance our product candidates while maintaining commercial rights to our
own therapeutic pipeline. Under our existing collaboration agreements, we have received $222.0 million to date in the form of non-refundable upfront
payments and milestone payments, and we are also eligible to receive up to $2.8 billion in preclinical and development milestone payments and $5.8 billion
in commercial milestone payments, as well as tiered royalties on potential future product sales. It is possible, however, that our strategic partners’ programs
will not advance as currently contemplated, which would negatively affect the amount of development and commercial milestone payments and royalties
on potential future product sales we may receive. Importantly, these partnerships include predominantly non-target-exclusive licenses for any of our
therapeutic platforms, so we maintain the ability to develop therapeutics directed to many high-value targets utilizing our platforms.

There have not been any material changes to the key terms of any of our licensing and collaboration agreements, since December 31, 2020. For further
information on the terms and conditions of our existing collaboration and license agreements, please refer to “Item 1. Business - Strategic Partnerships and
Collaborations” of our Annual Report on Form 10-K for the year ended December 31, 2020.

Financial Operations Overview

Revenue

Our revenue consists of collaboration revenue, including amounts recognized relating to upfront non-refundable payments for licenses or options to obtain
future licenses, research and development funding and milestone payments earned under collaboration and license agreements. We expect that
collaboration revenue from our strategic partnerships will be our primary source of revenue for the foreseeable future.

Operating Expenses

Our operating expenses consist primarily of research and development expenses and general and administrative expenses. Personnel costs including
salaries, benefits, bonuses and stock-based compensation expense, comprise a significant component of research and development and general and
administrative expenses. We allocate certain indirect expenses associated with our facilities, information technology, depreciation and other overhead costs
between research and development and general and administrative categories based on employee headcount and the nature of work performed by each
employee.
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Research and Development Expense

Research and development expenses consist of expenses incurred in performing research and development activities such as conducting clinical trials and
preclinical research studies, technical and manufacturing operations, regulatory affairs and other indirect expenses in support of advancing our product
candidates and therapeutic platforms. Research and development expenses include third-party program costs, internal personnel costs and other indirect
costs as follows:

• fees paid to CROs, consultants, subcontractors and other third-party vendors for work performed for our clinical trials, preclinical studies and
regulatory activities;

• fees paid to third-party manufacturers to produce our product candidate supplies;
• amounts paid to vendors and suppliers for laboratory supplies;
• fees, milestone payments and other expenses incurred in connection with license agreements and amendments;
• employee-related expenses such as salaries and benefits and stock-based compensation;
• depreciation of laboratory equipment, computers and leasehold improvements; and
• overhead expenses such as facilities, information technology and other allocated items.

It is difficult to determine with certainty the duration and completion costs of our current or future clinical trials and preclinical programs of our product
candidates, or if, when or to what extent we will generate revenue from the commercialization and sale of any of our product candidates that obtain
regulatory approval. We may never succeed in achieving regulatory approval for any of our product candidates. The duration, costs and timing of clinical
trials and development of our product candidates will depend on a variety of factors, including the uncertainties of clinical trials and preclinical studies,
uncertainties in clinical trial enrollment rates and significant and changing government regulation. In addition, the probability of success for each product
candidate will depend on numerous factors, including competition, manufacturing capability and commercial viability. We will determine which programs
to pursue and how much to fund each program in response to the scientific and clinical success of each product candidate, as well as an assessment of each
product candidate’s commercial potential. We expect our research and development expenses to increase for the foreseeable future as we continue to
develop our platforms and product candidates.

General and Administrative Expense

General and administrative expenses consist of salaries, benefits and stock-based compensation costs for employees in our executive, finance, legal,
intellectual property, business development, human resources and other support functions, as well as legal and professional fees, business insurance,
facilities and information technology costs and other expenses. We expect general and administrative expenses to increase as we expand our infrastructure
to support our ongoing research and development activities.

Other Income (Expense)

Other income (expense) primarily consists of interest income and foreign exchange gain (loss).

Critical Accounting Policies and Significant Judgments and Estimates

Our critical accounting policies are those policies that require the most significant judgments and estimates in the preparation of our interim condensed
consolidated financial statements. A summary of our critical accounting policies is presented in note 2 of our annual consolidated financial statements for
the year ended December 31, 2020.

Our management’s discussion and analysis of financial condition and results of operations is based on our consolidated financial statements, which have
been prepared in accordance with U.S. GAAP. The preparation of these consolidated financial statements requires us to make estimates, judgments and
assumptions that affect the amounts reported in the consolidated financial statements and accompanying notes. We base our estimates on historical
experience and on various other assumptions that we believe to be reasonable. We review and evaluate these estimates on an ongoing basis. These
assumptions and estimates form the basis for making judgments about the carrying values of assets and liabilities and amounts that have been recorded as
revenue and expenses. Actual results and experiences may differ from these estimates. The results of any material revisions would be reflected in the
consolidated financial statements prospectively from the date of the change in estimate.

There have been no material changes in our critical accounting policies and significant judgments and estimates during the three and nine months ended
September 30, 2021 as compared to what has been described in our most recent annual consolidated financial statements.

The full extent to which the COVID-19 pandemic may directly or indirectly impact our business, results of operations and financial condition, including
revenues, expenses, clinical trials, research and development costs and employee-related amounts,

23



Table of Contents

will depend on future developments that are evolving and highly uncertain, such as the duration and severity of outbreaks, including potential future waves
or cycles, and the effectiveness of actions taken to contain and treat COVID-19. We considered the potential impact of COVID-19 when making certain
estimates and judgments relating to the preparation of our condensed consolidated financial statements. While there was no material impact to our
consolidated financial statements as of and for the three and nine months ended September 30, 2021, our future assessment of the magnitude and duration
of COVID-19, as well as other factors, could result in a material impact to our consolidated financial statements in future reporting periods.

Recent Accounting Pronouncements

A summary of recent accounting pronouncements is presented in note 3 of our interim condensed consolidated financial statements for the quarter ended
September 30, 2021 within this Quarterly Report on Form 10-Q.

Results of Operations for the Three and Nine Months Ended September 30, 2021 and 2020

Revenue

Three Months Ended
September 30,

Increase/
(Decrease)

Nine Months Ended
September 30,

Increase/
(Decrease)(dollars in millions) 2021 2020 2021 2020

Revenue from research and collaborations $ 4.4 $ 2.6 $ 1.8 69 % $ 6.8 $ 23.3 $ (16.5) (71)%

Our revenue relates primarily to non-recurring upfront fees, expansion payments or milestone payments from our licensing and collaboration agreements.

Total revenue increased by $1.8 million in the three months ended September 30, 2021 compared to the same period in 2020. Revenue for the three months
ended September 30, 2021 included $4.0 million from Janssen for a development milestone and $0.4 million from our partners for research and
development support under cost sharing arrangements. Revenue for the same period in 2020 included $2.6 million from our partners for research and
development support under cost sharing arrangements. 

Total revenue decreased by $16.5 million in the nine months ended September 30, 2021 compared to the same period in 2020. Revenue for the nine months
ended September 30, 2021 included $4.0 million from Janssen for a development milestone and $2.8 million from our partners for research and
development support under cost sharing arrangements. Revenue for the same period in 2020 included $12.0 million from BMS for an expansion fee, $5.0
million from BeiGene for a development milestone and $6.3 million from our partners for research and development support under cost sharing
arrangements.

Research and Development Expense  
Three Months Ended

September 30,
Increase/

(Decrease)

Nine Months Ended
September 30,

Increase/
(Decrease)(dollars in millions) 2021 2020 2021 2020

Third-party research and development
program expenses:

Clinical development programs:
Zanidatamab $ 18.1 $ 29.7 $ (11.6) (39)% $ 55.5 $ 67.8 $ (12.3) (18)%
ZW49 2.4 2.9 (0.5) (17)% 9.2 8.2 1.0 12 %

Preclinical and other research programs 4.8 2.9 1.9 66 % 11.0 9.3 1.7 18 %
25.3 35.5 (10.2) (29)% 75.7 85.3 (9.6) (11)%

Unallocated departmental research and
development expenses:

Salaries and benefits 14.7 8.9 5.8 65 % 41.4 24.1 17.3 72 %
Stock-based compensation expense 4.6 5.8 (1.2) (21)% 12.5 9.2 3.3 36 %
Other unallocated expenses 5.3 4.2 1.1 26 % 15.3 12.5 2.8 22 %

Research and development expense $ 49.9 $ 54.4 $ (4.5) (8)% $ 144.9 $ 131.1 $ 13.8 11 %

24



Table of Contents

Research and development expense decreased by $4.5 million in the three months ended September 30, 2021, compared to the same period in 2020. The
decrease related primarily to lower third-party manufacturing expenses for zanidatamab which were partially offset by higher salary and benefit expenses
from additional headcount as well as higher preclinical and other research and development program expenses. For the three months ended September 30,
2021, research and development expense included non-cash stock-based compensation expense of $4.6 million comprised of $5.6 million from equity
classified awards (three months ended September 30, 2020 – $3.4 million) and a $1.0 million recovery from the non-cash mark-to-market revaluation of
certain historical liability classified awards (three months ended September 30, 2020 - $2.4 million expense). Excluding stock-based compensation
expense, research and development expense decreased by $3.3 million or 7% for the three months ended September 30, 2021 compared to the same period
in 2020.

Research and development expense increased by $13.8 million in the nine months ended September 30, 2021 compared to the same period in 2020. The
increase related primarily to higher salary and benefit expenses from additional headcount, higher stock-based compensation expense as well as an increase
in other preclinical and research and development expenses. This was partially offset by a decrease in third-party manufacturing expenses for zanidatamab.
For the nine months ended September 30, 2021, research and development expense included non-cash stock-based compensation expense of $12.5 million
comprised of $15.7 million from equity classified awards (nine months ended September 30, 2020 – $8.7 million) and a $3.2 million recovery related to the
non-cash mark-to-market revaluation of certain historical liability classified awards (nine months ended September 30, 2020 - $0.5 million expense).
Excluding stock-based compensation expense, research and development expense increased by $10.5 million or 9% for the nine months ended
September 30, 2021 compared to the same period in 2020.

General and Administrative Expense

 
Three Months Ended

September 30,
Increase/

(Decrease)

Nine Months Ended
September 30,

Increase/
(Decrease)(dollars in millions) 2021 2020 2021 2020

 
Salaries and benefits $ 7.0 $ 4.5 $ 2.5 56 % $ 19.7 $ 12.9 $ 6.8 53 %
Stock-based compensation expense (recovery) 1.2 12.5 (11.3) (90)% (0.7) 13.1 (13.8) (105)%
Professional fees, consulting and business
insurance 4.5 2.6 1.9 73 % 11.8 8.8 3.0 34 %
Other general and administrative expenses 2.8 2.3 0.5 22 % 5.9 7.3 (1.4) (19)%
General and administrative expense $ 15.5 $ 21.9 $ (6.4) (29)% $ 36.7 $ 42.1 $ (5.4) (13)%

General and administrative expense decreased by $6.4 million in the three months ended September 30, 2021 compared to the same period in 2020. For the
three months ended September 30, 2021, general and administrative expense included non-cash stock-based compensation expense of $1.2 million
comprised of $4.8 million from equity-classified awards (three months ended September 30, 2020 – $4.3 million) and a $3.6 million recovery from the
non-cash mark-to-market revaluation of certain historical liability-classified awards (three months ended September 30, 2020 – $8.2 million expense).
Excluding stock-based compensation expense, general and administrative expense increased by $4.9 million or 52% for the three months ended
September 30, 2021 compared to the same period in 2020 primarily due to higher salary and benefit expenses from additional headcount, and professional
fees.

General and administrative expense decreased by $5.4 million in the nine months ended September 30, 2021 compared to the same period in 2020. For the
nine months ended September 30, 2021, general and administrative expense included a non-cash stock-based compensation recovery of $0.7 million
comprised of a $14.3 million expense from equity-classified awards (nine months ended September 30, 2020 – $10.7 million expense) and a $15.0 million
recovery from the non-cash mark-to-market revaluation of certain historical liability-classified awards (nine months ended September 30, 2020 – $2.4
million expense). Excluding stock-based compensation expense, general and administrative expense increased by $8.4 million or 29% for the nine months
ended September 30, 2021 compared to the same period in 2020. The increase was primarily due to higher salary and benefit expenses from additional
headcount, and professional fees, partially offset by a U.S. state sales tax refund recognized in 2021.

25



Table of Contents

Other Income (Expense), net 

Three Months Ended
September 30,

Increase/
(Decrease)

Nine Months Ended
September 30,

Increase/
(Decrease)(dollars in millions) 2021 2020 2021 2020

(dollars in millions)
Other income, net $ 1.1 $ 1.1 $ — — % $ 2.9 $ 7.5 $ (4.6) (61)%

Net other income remained the same for the three months ended September 30, 2021 compared to the same period in 2020. Net other income for the three
months ended September 30, 2021 primarily included $0.3 million in interest income and $0.8 million in net foreign exchange gain. Net other income for
the same period in 2020 primarily included $1.3 million of interest income, which was partially offset by a $0.1 million net foreign exchange loss.

Net other income decreased by $4.6 million for the nine months ended September 30, 2021 compared to the same period in 2020. Net other income for the
nine months ended September 30, 2021 included $1.7 million in interest income and $1.3 million in net foreign exchange gain and other miscellaneous
amounts. Net other income for the same period in 2020 primarily included $4.7 million of interest income and a $2.9 million net foreign exchange gain
primarily due to revaluation of stock option liabilities denominated in Canadian dollars.

Liquidity and Capital Resources

Sources of Liquidity

Since our IPO in 2017, we have funded our operations primarily through follow-on public offerings, including the issuance of pre-funded warrants, as well
as from upfront fees, milestone payments, and research support payments generated from our strategic collaborations and licensing agreements.

We completed a public offering on January 27, 2020 pursuant to which we sold (i) 5,824,729 common shares (including the sale of 900,000 common shares
to the underwriters upon their full exercise of their over-allotment option) and (ii) 1,075,271 pre-funded warrants in lieu of common shares. We received
gross proceeds of $320.9 million and net cash proceeds of $300.9 million, after underwriting discounts, commissions and estimated offering expenses.

Funding Requirements

We have not generated any revenue from approved product sales to date and do not expect to do so until such time as we obtain regulatory approval and
commercialize one or more of our product candidates. As we are currently in the clinical and preclinical stages of development, it will be some time before
we expect to achieve this, and it is uncertain that we ever will. We expect that we will continue to increase our operating expenses in connection with
ongoing clinical trials and preclinical activities and the development of product candidates in our pipeline. We expect to continue our strategic partnerships
and will look for additional collaborations as well as expanded collaboration opportunities. Although it is difficult to predict our funding requirements,
based on our current operating plan, we anticipate that our existing cash and cash equivalents and short-term investments combined with certain anticipated
milestone payments from our collaborations will enable us to fund our operating expenses and capital expenditure requirements for at least the next twelve
months from the date this Quarterly Report on Form 10-Q is filed with the SEC. We have based these estimates on assumptions and plans which may
change and which could impact the magnitude and/or timing of operating expenses, capital expenditures and our cash runway. These estimates include
future milestone payments which are dependent upon the successful completion of specified research and development activities by us and our
collaborators and are therefore uncertain at this time. The successful development of our product candidates and the achievement of milestones by our
strategic partners is uncertain, and therefore we are unable to estimate the actual funds we will require to complete the research, development and
commercialization of product candidates. See Part II - Item 1A, “Risk Factors – Risks Related to Our Dependence on Third Parties – We may not realize
the anticipated benefits of our strategic partnerships”.

As of September 30, 2021, we had $307.8 million in cash resources consisting of cash, cash equivalents and short-term investments.
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Cash Flows

The following table represents a summary of our cash flows for the nine months ended September 30, 2021 and 2020: 
Nine Months Ended

September 30,
2021 2020

(dollars in millions)
Net cash (used in) provided by:

Operating activities $ (141.9) $ (103.5)
Investing activities 146.5 (86.8)
Financing activities 7.3 306.3 

Effect of exchange rate changes on cash and cash equivalents (0.4) (0.3)
Net change in cash and cash equivalents $ 11.5 $ 115.7 

Operating Activities

During the nine months ended September 30, 2021, cash used in operating activities was $141.9 million compared to $103.5 million for the same period in
the prior year. The increase in net cash used in operating activities was primarily due to higher expenditures relating to the expansion of our clinical
programs and other research and development activities and decrease in receipts from our collaboration partners, which were partially offset by collections
under Canada's emergency wage and rent subsidy program as well as a U.S. state sales tax refund during the nine months ended September 30, 2021.

Investing Activities

Net cash provided by investing activities for the nine months ended September 30, 2021 is primarily related to net redemptions of short-term investments in
marketable securities of $154.1 million partially offset by cash outflows of $7.6 million for the acquisition of property and equipment as well as leasehold
improvement expenses for our new office and lab spaces. Net cash used in investing activities for the nine months ended September 30, 2020 is primarily
related to purchases of short and long-term investments in marketable securities. A significant portion of the proceeds from our January 2020 public
offering was invested in guaranteed investment certificates (“GICs”), term deposits and commercial paper resulting in a net change in short-term and long-
term investments of $81.6 million. The remaining change was due to the acquisition of property and equipment and intangible assets.

Financing Activities

Net cash provided by financing activities for the nine months ended September 30, 2021 related primarily to net proceeds of $5.4 million from stock option
exercises and $2.1 million from the issuance of common shares in relation to our employee stock purchase plan. Net cash provided by financing activities
for the nine months ended September 30, 2020 included $300.9 million relating to net proceeds from our January 2020 public offering of equity securities,
$4.4 million from stock option exercises, and $1.1 million from the issuance of common shares in relation to our employee stock purchase plan.

Contractual Obligations and Contingent Liabilities

Lease Commitments

We lease separate office and laboratory space in Vancouver, British Columbia, with terms of each lease expiring in February 2022. We also entered into a
lease on January 25, 2019 to serve as our new Vancouver, British Columbia headquarters, including both office and laboratory space. This lease
commenced for accounting purposes in May 2021 and construction of leasehold improvements is in progress. This lease has an initial term of ten years,
with two five-year extension options. In addition, we lease office space in Seattle, Washington for which the lease terms expire in February 2027. We also
lease office equipment under capital lease agreements.
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Future minimum lease payments under the non-cancellable operating leases and capital leases at September 30, 2021 are as follows:
Payments due by period

Less Than
1 Year

1 to 2
Years

2 to 3
Years

3 to 4
Years Thereafter Total

(dollars in thousands)

Capital lease obligations $ 22 $ 23 $ 20 $ 63 $ — $ 128 
Operating lease obligations 2,835 5,172 5,121 5,248 22,022 40,398 
Total contractual obligations $ 2,857 $ 5,195 $ 5,141 $ 5,311 $ 22,022 $ 40,526 

Other Commitments

We have entered into research collaboration agreements with strategic partners, in the ordinary course of operations, that may include contractual milestone
payments related to the achievement of pre-specified research, development, regulatory and commercialization events and indemnification provisions,
which are common in such agreements. Pursuant to the agreements, we are obligated to make research and development and regulatory milestone payments
upon the occurrence of certain events and royalty payments based on net sales. The maximum amount of potential future indemnification is unlimited;
however, we currently hold commercial and product liability insurance. This insurance limits our liability and may enable us to recover a portion of any
future amounts paid. Historically, we have not made any indemnification payments under such agreements and we believe that the fair value of these
indemnification obligations is minimal. Accordingly, we have not recognized any liabilities relating to these obligations for any period presented.

In connection with our 2016 acquisition of Kairos Therapeutics Inc. (“Kairos”), we may be required to make future payments to CDRD Ventures Inc.
(“CVI”) upon the direct achievement of certain development milestones for products incorporating certain Kairos intellectual property, as well as royalty
payments on the net sales of such products. For out-licensed products and technologies incorporating certain Kairos intellectual property, we may be
required to pay CVI a mid-single-digit percentage of the future revenue as a result of a revenue sharing agreement. As of September 30, 2021, the
development milestone payments had an estimated fair value of $1.3 million, which has been recorded as contingent consideration within other long-term
liabilities on our consolidated balance sheet (December 31, 2020: $1.3 million). The contingent consideration was calculated using a probability weighted
assessment of the likelihood the milestones would be met, a probability adjusted discount rate that reflects the stage of the development and time to
complete the development. Contingent consideration is a financial liability and measured at its fair value at each reporting period, with any changes in fair
value from the previous reporting period recorded in the statement of operations and comprehensive loss.

Contingencies

From time to time, we may be subject to various legal proceedings and claims related to matters arising in the ordinary course of business. We do not
believe we are currently subject to any matters where there is at least a reasonable possibility that a material loss may be incurred.

Off-Balance Sheet Arrangements

We have no material undisclosed off-balance sheet arrangements that have, or are reasonably likely to have, a current or future effect on our results of
operations or financial condition.

Segment Reporting

We view our operations and manage our business in one segment, which is the development of next-generation multifunctional biotherapeutics.

Outstanding Share Data

As of October 31, 2021, our authorized share capital consisted of an unlimited number of common shares, each without par value, of which 46,553,964
were issued and outstanding, and an unlimited number of preferred shares, each without par value, none of which were issued and outstanding. As of
October 31, 2021, we had 5,241,961 common shares issuable pursuant to 5,241,961 pre-funded warrants, 3,943,269 common shares issuable pursuant to
3,943,269 exercisable outstanding stock options and
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3,574,938 common shares issuable pursuant to 3,574,938 outstanding options that were not exercisable at that date and 170,921 outstanding restricted stock
units.

As of September 30, 2021, 1,152,206 common shares (2.5% of issued and outstanding shares as of that date) were available for future award grants under
the Company’s Amended and Restated Stock Option and Equity Compensation Plan (December 31, 2020: 1,242,038 common shares; 2.7% of issued and
outstanding shares).

Item 3.    Quantitative and Qualitative Disclosure About Market Risk

We are exposed to market risks in the ordinary course of our business that may affect our results of operations, cash flows and fair values of assets and
liabilities, including interest rate movements, volatility in foreign currency exchange rates, and changes in economic conditions as a result of the COVID-
19 pandemic. The primary market risk inherent in our financial instruments and in our financial position represents the potential loss arising from adverse
changes in interest rates and exchange rates.

Interest Rate Risk

Our exposure to interest rate risk relates primarily to our cash, cash equivalent, short-term investment and long-term investment portfolio. At September 30,
2021 and December 31, 2020, we had cash, cash equivalents, short-term investments and long-term investments of $307.8 million and $451.6 million,
respectively, consisting primarily of funds in cash, guaranteed investment certificates and term deposits. The primary objective of our investment activities
is to preserve principal while also maintaining liquidity and maximizing investment returns without significantly increasing risk. We do not enter into
investments for trading or speculative purposes. Due to the short-term nature of our investment portfolio, a hypothetical 10% increase or decrease in
interest rates or in investment returns would not have a material effect on the fair market value of our portfolio or investment income. Our investment
portfolio is primarily composed of short-term investments with maturities less than 12 months and our long-term investments in debt securities are held to
maturity. Accordingly, we do not expect our operating results or cash flows to be materially affected by a sudden change in market interest rates.

Foreign Currency Exchange Risk

Our functional currency is the U.S. dollar as most of our revenues and operating expenses are denominated in U.S. dollars. We incur certain operating
expenses in Canadian dollars and other foreign currencies and accordingly, are subject to foreign currency transaction risk. We do not use derivative
instruments to hedge exposure to foreign currency transaction risk due to the low volume of transactions denominated in Canadian dollars and other foreign
currencies. We do not anticipate that foreign currency transaction gains or losses will be significant at our current level of operations.

At September 30, 2021, our net monetary assets denominated in Canadian dollars were $8.6 million (C$10.9 million). We are subject to foreign currency
translation risk when translating these foreign currency denominated net monetary assets to U.S. dollars for period end financial statement preparation. The
fluctuation of the Canadian dollar relative to the U.S. dollar will have an impact on the reported balances for net assets, net loss and shareholders’ equity in
our consolidated financial statements. A hypothetical 10% increase or decrease in the value of the Canadian dollar relative to the U.S. dollar would result in
a foreign exchange gain (loss) of $0.9 million in our Condensed Consolidated Statement of Loss and Comprehensive Loss for the nine months ended
September 30, 2021.

Inflation Risk

Inflation generally may affect us by increasing our cost of labor and clinical trial expenses. We do not believe that inflation and changing prices had a
material impact on our results of operations for any of the periods presented herein.

Item 4.    Controls and Procedures

Evaluation of Disclosure Controls and Procedures

As of the end of the period covered by this Quarterly Report on Form 10-Q, our management, with the participation of our Chief Executive Officer and our
Chief Financial Officer, evaluated the design and operating effectiveness of our disclosure controls and procedures as defined in Rules 13a-15(e) and 15d-
15(e) under the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). Our disclosure controls and procedures are designed to ensure
that information required to be disclosed in the reports that the Company files or submits under the Exchange Act is recorded, processed, summarized, and
reported within the time periods specified in the SEC’s rules and forms. Any such information is accumulated and communicated to the Company’s
management, including its principal executive and principal financial officers, as appropriate, to allow timely decisions regarding required disclosure.

Management recognizes that any controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving
their objectives and management necessarily applies its judgment in evaluating the cost-benefit
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relationship of possible controls and procedures. Based on our evaluation of our disclosure controls and procedures as of September 30, 2021, our Chief
Executive Officer and our Chief Financial Officer concluded that, as of such date, our disclosure controls and procedures were, in design and operation,
effective at the reasonable assurance level.

Changes in Internal Control Over Financial Reporting

There were no changes in our internal control over financial reporting that occurred during our fiscal quarter ended September 30, 2021 that have
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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PART II. OTHER INFORMATION

Item 1.    Legal Proceedings

From time to time, we may become involved in legal proceedings or be subject to claims arising in the ordinary course of our business. As of
September 30, 2021, we are not a party to any legal proceedings that, in the opinion of our management, would reasonably be expected to have a material
adverse effect on our business, financial condition, operating results or cash flows if determined adversely to us. Regardless of the outcome, litigation can
have an adverse impact on us because of defense and settlement costs, diversion of management resources and other factors.

Item 1A.    Risk Factors

You should carefully consider the following risk factors, in addition to the other information contained in this Quarterly Report on Form 10-Q, including
our condensed consolidated financial statements and related notes. If any of the events described in the following risk factors occurs, our business,
operating results and financial condition could be seriously harmed. This Quarterly Report on Form 10-Q also contains forward-looking statements that
involve risks and uncertainties. Our actual results could differ materially from those anticipated in the forward-looking statements as a result of factors
that are described below and elsewhere in this Quarterly Report on Form 10-Q.

Summary of Risk Factors

Below is a summary of the principal factors that make an investment in our common shares speculative or risky. This summary does not address all of the
risks that we face. Additional discussion of the risks summarized in this risk factor summary, and other risks that we face, can be found below under the
heading “Risk Factors” and should be carefully considered, together with other information in this Form 10-Q and our other filings with the SEC, before
making an investment decision regarding our common shares.

• We have a limited number of product candidates, all which are still in clinical development. If we do not obtain regulatory approval of one or more
of our product candidates, or experience significant delays in doing so, our business will be materially adversely affected.

• Clinical trials are expensive, time consuming, difficult to design and implement and involve uncertain outcomes. Furthermore, the results of
previous preclinical studies and clinical trials may not be predictive of future results, and the results of our current and planned clinical trials may
not satisfy the requirements of the FDA or non-U.S. regulatory authorities.

• Our business has been and may continue to be adversely affected by the COVID-19 pandemic.
• Our product candidates may have undesirable side effects that may delay or prevent marketing approval or, if approval is received, require them to

be taken off the market, require them to include safety warnings or otherwise limit their sales; no regulatory agency has made any determination
that any of our product candidates are safe or effective for use by the general public for any indication.

• We face significant competition and if our competitors develop and market products that are more effective, safer or less expensive than our
product candidates, our commercial opportunities will be negatively impacted.

• If any of our product candidates receive regulatory approval, the approved products may not achieve broad market acceptance among physicians,
patients, the medical community and third-party payors, in which case revenue generated from their sales would be limited.

• Reimbursement decisions by third-party payors may have an adverse effect on pricing and market acceptance. If there is not sufficient
reimbursement for our products, it is less likely that our products will be widely used.

• We may not be successful in our efforts to use and expand our therapeutic platforms to build a pipeline of product candidates.
• If any product liability lawsuits are successfully brought against us or any of our strategic partners, we may incur substantial liabilities and may be

required to limit commercialization of our product candidates.
• Security breaches, loss of data and other disruptions could compromise sensitive information related to our business or protected health

information or prevent us from accessing critical information and expose us to liability, which could adversely affect our business and our
reputation.
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• Current and future legislation may increase the difficulty and cost for us to commercialize any products that we or our strategic partners develop
and affect the prices we may obtain.

• We have incurred significant losses since inception and anticipate that we will continue to incur losses for the foreseeable future. We have no
products approved for commercial sale, and to date we have not generated any revenue or profit from product sales. We may never achieve or
sustain profitability.

• We will require substantial additional funding, which may not be available to us on acceptable terms, or at all, and, if not available, may require us
to delay, scale back, or cease our product development programs or operations.

• Our existing strategic partnerships are important to our business, and future strategic partnerships will likely also be important to us. If we are
unable to maintain our strategic partnerships, or if these strategic partnerships are not successful, our business could be adversely affected.

• We rely on third-party manufacturers to produce our product candidates and on other third parties to provide supplies and store, monitor and
transport bulk drug substance and drug product. We and our third-party partners may encounter difficulties with respect to these activities that
could delay or impair our ability to initiate or complete our clinical trials or commercialize approved products.

• We rely on third parties to monitor, support, conduct and oversee clinical trials of the product candidates that we are developing and, in some
cases, to maintain regulatory files for those product candidates. We may not be able to obtain regulatory approval for our product candidates or
commercialize any products that may result from our development efforts if we are not able to maintain or secure agreements with such third
parties on acceptable terms, if these third parties do not perform their services as required, or if these third parties fail to timely transfer any
regulatory information held by them to us.

• We rely on third parties for various operational and administrative aspects of our business, including for certain cloud-based software platforms,
which impact our financial, operational and research activities. If any of these third parties fail to provide timely, accurate and ongoing service or
if the cloud-based platforms suffer outages that we are unable to mitigate, our business may be adversely affected.

• Our commercial success depends significantly on our ability to operate without infringing the patents and other proprietary rights of third parties.
• If we are unable to obtain, maintain and enforce patent and trade secret protection for our product candidates and related technology, our business

could be materially harmed.
• We may become involved in lawsuits to protect or enforce our patents and trade secrets, which could be expensive, time consuming and

unsuccessful.
• If we are unable to protect the confidentiality of our proprietary information, the value of our technology and products could be adversely affected.
• Our share price is likely to be volatile and the market price of our common shares may drop below the price paid by shareholders.
• We are governed by the corporate laws of Canada, which in some cases have a different effect on shareholders than the corporate laws of the

United States.
• U.S. civil liabilities may not be enforceable against us, our directors, our officers or certain experts named in our Annual Report on Form 10-K.
• Our principal shareholders, in aggregate, could exert substantial control over us which could delay or prevent a change in corporate control or

result in the entrenchment of management or the board of directors.
• Provisions in our corporate charter documents and Canadian law could make an acquisition of us, which may be beneficial to our shareholders,

more difficult and may prevent attempts by our shareholders to replace or remove our current management and/or limit the market price of our
common shares.

32



Table of Contents

Risk Factors

Risks Related to Our Business and the Development and Commercialization of Our Product Candidates

We have a limited number of product candidates, all which are still in clinical development. If we do not obtain regulatory approval of one or more of
our product candidates, or experience significant delays in doing so, our business will be materially adversely affected.

We currently have no products approved for sale or marketing in any country, and may never be able to obtain regulatory approval for any of our product
candidates. As a result, we are not currently permitted to market any of our product candidates in the United States or in any other country until we obtain
regulatory approval from the FDA or comparable regulatory authorities outside the United States. Our product candidates are in clinical development and
we have not submitted an application, or received marketing approval, for any of our product candidates. Obtaining regulatory approval of our product
candidates will depend on many factors, including: 

• completing clinical trials that demonstrate the efficacy and safety of our product candidates;

• preparation and submission to the appropriate regulatory authorities of an application for marketing approval that includes substantial evidence of
safety, purity and potency from results of nonclinical testing and clinical trials;

• establishing commercial manufacturing capabilities;

• a potential pre-approval audit of the nonclinical and clinical trial sites that generated the data in support of the marketing application; and

• launching commercial sales, marketing and distribution operations.

Many of these factors are wholly or partially beyond our control, including clinical advancement, the regulatory submission process and changes in the
competitive landscape. If we do not achieve one or more of these factors in a timely manner, we could experience significant delays or an inability to
develop our product candidates at all.

Clinical trials are expensive, time consuming, difficult to design and implement and involve uncertain outcomes. Furthermore, the results of previous
preclinical studies and clinical trials may not be predictive of future results, and the results of our current and planned clinical trials may not satisfy
the requirements of the FDA or comparable regulatory authorities outside the United States.

Positive or timely results from preclinical or early-stage trials do not ensure positive or timely results in late-stage clinical trials or product approval by the
FDA or comparable regulatory authorities outside the United States. We will be required to demonstrate with substantial evidence through well-controlled
clinical trials that our product candidates are safe and effective for use in a diverse population before we can seek regulatory approvals for their commercial
sale. Our clinical trials may produce negative or inconclusive results, and we or any of our current and future strategic partners may decide, or regulators
may require us, to conduct additional clinical or preclinical testing. Success in preclinical studies or early-stage clinical trials does not mean that future
clinical trials or registration clinical trials will be successful because product candidates in later-stage clinical trials may fail to demonstrate sufficient safety
and efficacy to the satisfaction of the FDA and comparable regulatory authorities outside the United States, despite having progressed through preclinical
studies and initial clinical trials. Product candidates that have shown promising results in early clinical trials may suffer significant setbacks in subsequent
clinical trials or registration clinical trials. For example, a number of companies in the pharmaceutical industry have suffered significant setbacks in late-
stage clinical trials, even after obtaining promising results in earlier-stage clinical trials. Similarly, interim results of a clinical trial do not necessarily
predict final results.

If clinical trials for our product candidates are prolonged, delayed or stopped, we may be unable to obtain regulatory approval and commercialize our
product candidates on a timely basis, or at all, which would require us to incur additional costs and delay our receipt of any product revenue.

We are currently evaluating zanidatamab in Phase 1, 2, and registration-enabling clinical trials and ZW49 in a Phase 1 clinical trial in patients with
recurrent or metastatic HER2-expressing solid tumors. We may experience delays in our ongoing or future preclinical studies or clinical trials, and we do
not know whether future preclinical studies or clinical trials will begin on time,
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need to be redesigned, enroll an adequate number of patients on time or be completed on schedule, if at all. The commencement or completion of these
planned clinical trials could be substantially delayed or prevented by many factors, including: 

• further discussions with the FDA or other regulatory agencies regarding the scope or design of our clinical trials;

• the limited number of, and competition for, suitable sites to conduct our clinical trials, many of which may already be engaged in other clinical
trial programs, including some that may be for the same indication as our product candidates;

• any delay or failure to obtain approval or agreement to commence a clinical trial in any of the countries where enrollment is planned;

• inability to obtain sufficient funds required for a clinical trial;

• clinical holds on, or other regulatory objections to, a new or ongoing clinical trial;

• delay or failure to manufacture sufficient supplies of the product candidate for our clinical trials;

• delay or failure to reach agreement on acceptable clinical trial agreement terms or clinical trial protocols with prospective sites or CROs, the terms
of which can be subject to extensive negotiation and may vary significantly among different sites or CROs;

• delay or failure to obtain an institutional review board (“IRB”) approval to conduct a clinical trial at a prospective site;

• slower than expected rates of patient recruitment and enrollment;

• failure of patients to complete the clinical trial;

• the inability to enroll a sufficient number of patients in studies to ensure adequate statistical power to detect statistically significant treatment
effects;

• unforeseen safety issues, including severe or unexpected drug-related adverse effects experienced by patients, including possible deaths;

• lack of efficacy during clinical trials;

• termination of our clinical trials by one or more clinical trial sites;

• inability or unwillingness of patients or clinical investigators to follow our clinical trial protocols;

• inability to monitor patients adequately during or after treatment by us or our CROs;

• our CROs or clinical study sites failing to comply with regulatory requirements or meet their contractual obligations to us in a timely manner, or at
all, deviating from the protocol or dropping out of a study;

• the inability to address any noncompliance with regulatory requirements or safety concerns that arise during the course of a clinical trial;

• the need to repeat or terminate clinical trials as a result of inconclusive or negative results or unforeseen complications in testing; and

• our clinical trials may be suspended or terminated upon a breach or pursuant to the terms of any agreement with, or for any other reason by,
current or future strategic partners that have responsibility for the clinical development of any of our product candidates.

Changes in regulatory requirements, policies and guidelines may also occur and we may need to significantly amend clinical trial protocols to reflect these
changes with appropriate regulatory authorities. These changes may require us to renegotiate terms with CROs or resubmit clinical trial protocols to IRBs
for re-examination, which may impact the costs, timing or successful completion of a clinical trial. Our clinical trials may be suspended or terminated at
any time by the FDA, other regulatory authorities, the IRB overseeing the clinical trial at issue, any of our clinical trial sites with respect to that site, or us.

Any failure or significant delay in commencing or completing clinical trials for our product candidates would adversely affect our ability to obtain
regulatory approval, and our commercial prospects and ability to generate product revenue will be diminished.

If we, or any of our partners, are unable to enroll patients in clinical trials, we will be unable to complete these trials on a timely basis or at all.

Patient enrollment, a significant factor in the timing of clinical trials, is affected by many factors including the size and nature of the patient population, the
proximity of subjects to clinical sites, the eligibility criteria for the trial, the design of the clinical trial,
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ability to obtain and maintain patient consents, risk that enrolled subjects will drop out before completion, competing clinical trials and clinicians’ and
patients’ perceptions as to the potential advantages of the drug being studied in relation to other available therapies, including any new drugs that may be
approved for the indications we are investigating. In particular, we are developing certain of our product candidates for the treatment of rare diseases,
which have limited pools of patients from which to draw for clinical testing. If we, or any of our strategic partners that perform clinical tests for our product
candidates, are unable to enroll a sufficient number of patients to complete clinical testing, we will be unable to gain marketing approval for such product
candidates and our business will be harmed.

In addition, the U.S. federal Right to Try Act, among other things, provides a federal framework for patients to access certain investigational new drug
products that have completed a Phase 1 clinical trial. Under certain circumstances, eligible patients can seek treatment without enrolling in clinical trials
and without obtaining FDA approval under the FDA expanded access program. While there is no obligation to make product candidates available to
eligible patients as a result of the Right to Try Act, new and emerging legislation regarding expanded access to unapproved drugs could negatively impact
enrollment in our clinical trials and our business in the future.

The design or our execution of clinical trials may not support regulatory approval.

The design or execution of a clinical trial can determine whether its results will support regulatory approval, and flaws in the design or execution of a
clinical trial may not become apparent until the clinical trial is well advanced. In some instances, there can be significant variability in safety or efficacy
results between different trials of the same product candidate due to numerous factors, including changes in trial protocols, differences in size and type of
the patient populations, adherence to the dosing regimen and other trial protocols and the rate of dropout among clinical trial participants. We do not know
whether any Phase 2, Phase 3 or other clinical trials we or any of our strategic partners may conduct will demonstrate consistent or adequate efficacy and
safety to obtain regulatory approval to market our product candidates.

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

Our business has been and may continue to be adversely affected by the COVID-19 pandemic.

The COVID-19 pandemic has had a broad adverse impact on the global economy across many industries and has resulted in significant governmental
measures being implemented to control the spread of the virus, including quarantines, travel restrictions and business shutdowns, as well as significant
volatility in global financial markets. As a result of COVID-19, in March 2020, we transitioned our workforce to a remote working arrangement to protect
the health and safety of our employees. In June 2020, we implemented a program to facilitate the phased return of employees to our lab and office facilities
pursuant to enhanced health and safety protocols consistent with guidelines issued by local health authorities. Our preclinical research activities were
supplemented by support from external CROs to complement the temporarily reduced capacity at our lab facilities. Certain clinical trial activities, including
patient enrollment and site activations, were delayed or otherwise impacted by COVID-19.

The extent to which COVID-19 may cause more significant disruptions to our business and greater impacts to our operations will depend on future
developments, which are highly uncertain and cannot be predicted, such as the location, duration and severity of outbreaks (including future potential
waves or cycles), travel restrictions and social distancing, business closures or disruptions and the effectiveness of actions taken to contain and treat the
disease and to address its impact, including on financial markets. A lack of coordinated response on risk mitigation and global vaccination deployment with
respect to the COVID-19 pandemic could result in significant increases to the duration and severity of the pandemic and could have a corresponding
negative impact on our business. For example, with the increased availability of vaccines in North America and certain countries around the world, the rate
of additional COVID-19 infections and hospitalizations has declined in certain locations, resulting in relaxed restrictions and a general reopening of the
economy and travel across many jurisdictions. While these developments are promising, reduced vaccine availability or resistance to vaccination by certain
persons may result in increasing infection and hospitalization rates, which could be further complicated by the emergence of more virulent or infectious
variants of the virus.
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If the COVID-19 pandemic worsens or continues for a prolonged period of time, particularly in regions where we or our strategic partners and suppliers do
business, we could experience disruptions that could significantly impact our current and planned clinical trials, preclinical research and other business
activities, including:

• disruption to and delays in preclinical research activities due to an extended closure or reduced capacity of lab facilities;
• further delays or difficulties in enrolling patients in our ongoing and planned clinical trials;
• patients discontinuing their treatment or follow-up visits;
• further delays or difficulties in clinical site initiation, including limitations on access to sites, limitations to site initiation activities that can be

carried out remotely, and limitations on the number of clinical site staff on site from time to time;
• interruption of key clinical trial activities, such as clinical trial site monitoring, due to limitations on travel imposed or recommended by federal or

state governments, employers and others;
• shortages, disruptions in supply, logistics or other activities related to the procurement of materials and other supplies, which could have a

negative impact on our ability to conduct preclinical research, initiate or complete our clinical trials or commercialize our product candidates;
• diversion of healthcare resources away from the conduct of clinical trials, including the diversion of hospitals serving as our clinical trial sites and

hospital staff supporting the conduct of clinical trials;
• interruption of key business activities due to illness and/or quarantine of key individuals and delays associated with recruiting, hiring and training

new temporary or permanent replacements for such key individuals, both internally and at our third-party service providers and strategic partners;
• limitations in resources that would otherwise be focused on the conduct of our business or our current or planned clinical trials or preclinical

research, including because of sickness, the desire to avoid contact with large groups of people, restrictions on travel, or prolonged stay-at-home or
similar working arrangements;

• delays in receiving approvals from regulatory authorities to initiate our planned clinical trials;
• changes in regulations as part of a response to the COVID-19 pandemic which may require us to change the ways in which our clinical trials are

conducted and incur unexpected costs, or require us to discontinue clinical trials altogether;
• delays in necessary interactions with regulators (including the FDA), ethics committees and other important agencies and contractors due to

limitations in employee resources or furlough of government or contractor personnel;
• disruptions to our strategic partners’ operations, which could delay the development of our product candidates in certain geographical regions and

thereby affect the timing of development and commercial milestone payments and royalties on potential future product sales we may receive; and
• limitations on our ability to recruit preclinical research, clinical, regulatory and other professional staff on the timeframe required to support our

research and development programs.

In addition, COVID-19 could result in the continued significant disruption of global financial markets, reducing our ability to access capital, which could
negatively affect our liquidity. COVID-19 has resulted in heightened financial market volatility that may continue, which could adversely impact the value
of our common shares.

The Fast Track and Breakthrough Therapy designations we have received for zanidatamab may not result in faster development, regulatory review or
approval process.

The FDA has granted two Fast Track designations to zanidatamab for the first-line treatment of patients with HER2-overexpressing GEA in combination
with standard of care chemotherapy and for refractory BTC. These Fast Track designations do not ensure that we will experience a faster development,
regulatory review or approval process compared to conventional FDA procedures or that we will ultimately obtain regulatory approval. Additionally, the
FDA may withdraw Fast Track designation if it believes that the designation is no longer supported by data from our clinical development program. The
FDA also granted Breakthrough Therapy designation for zanidatamab in patients with previously-treated HER2 gene-amplified BTC. While we anticipate
submitting a Biologics License Application (“BLA”) to the FDA in 2023 for zanidatamab in patients with previously-treated HER2 gene-amplified BTC,
the receipt of a Breakthrough Therapy designation for a product candidate may not ultimately result in a faster development process or review, and it does
not in any way assure approval of a product candidate by the FDA. In addition, designation as a Breakthrough Therapy is within the discretion of the FDA
and the FDA may decide to rescind a Breakthrough Therapy designation if it believes that a designated product candidate no longer meets the conditions
for qualification of this program.
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We have conducted, and may in the future conduct, clinical trials for existing or future product candidates in sites outside the United States, and the
FDA may not accept data from trials conducted in such locations.

We have conducted, and may in the future choose to conduct, clinical trials outside the United States. Although the FDA may accept data from clinical
trials conducted outside the United States, acceptance of these data is subject to certain conditions imposed by the FDA. In addition, while these clinical
trials are subject to the applicable local laws, FDA acceptance of the data will be dependent upon its determination that the trials also complied with all
applicable U.S. laws and regulations. There can be no assurance the FDA will accept data from trials conducted outside the United States. If the FDA does
not accept the data from any clinical trials we conduct outside the United States, it would likely result in the need for additional trials, which would be
costly and time-consuming and delay or halt our development of any future product candidates.

Disruptions at the FDA and other government agencies caused by funding shortages or global health concerns could hinder their ability to hire, retain
or deploy key leadership and other personnel, or otherwise prevent new or modified product candidates from being developed, or approved or
commercialized in a timely manner or at all, which could negatively impact our business.

The ability of the FDA to review and clear or approve new product candidates can be affected by a variety of factors, including government budget and
funding levels, statutory, regulatory, and policy changes, the FDA’s ability to hire and retain key personnel and accept the payment of user fees, and other
events that may otherwise affect the FDA’s ability to perform routine functions. In addition, government funding of other government agencies that fund
research and development activities is subject to the political process, which is inherently fluid and unpredictable. Disruptions at the FDA and other
agencies may also slow the time necessary for new product candidates to be reviewed and/or approved by necessary government agencies, which would
adversely affect our business. For example, over the last several years, the U.S. government has shut down several times and certain regulatory agencies,
such as the FDA, have had to furlough critical FDA employees and stop critical activities. In response to the global COVID-19 pandemic, the FDA
postponed most domestic and foreign inspections of manufacturing facilities, and regulatory authorities outside the United States adopted similar
restrictions or other policy measures in response to the COVID-19 pandemic. In July 2020, the FDA announced plans to resume domestic on-site
inspections in accordance with the FDA’s newly developed Advisory Rating system, which will assess a state’s phase of reopening and the current intensity
and risk of COVID-19 infections in order to identify which regulatory activities may occur in a given geographic region. If another prolonged government
shutdown occurs, or if global health concerns require the FDA or other regulatory authorities to suspend or delay their regular inspections, reviews, or other
regulatory activities again, it could significantly impact the ability of the FDA or other regulatory authorities to timely review and process our regulatory
submissions, which could have a material adverse effect on our business.

Successful development of our current and future product candidates is uncertain and we may discontinue or reprioritize the development of any of our
product candidates at any time, at our discretion.

Before obtaining regulatory approval for the commercial distribution of our product candidates, we must conduct, at our own expense, extensive preclinical
tests and clinical trials to demonstrate the safety and efficacy of our product candidates in humans. Preclinical and clinical testing is expensive, difficult to
design and implement, can take many years to complete and is uncertain as to outcome. Additionally, the results from nonclinical testing or early clinical
trials of a product candidate may not predict the results that will be obtained in subsequent human clinical trials of that product candidate or any other
product candidate. There is a high failure rate for drugs proceeding through clinical studies. A number of companies in the pharmaceutical and
biotechnology industries have suffered significant setbacks in clinical development even after achieving promising results in earlier studies, and any such
setbacks in any future clinical development could have a material adverse effect on our business and operating results. Alternatively, management may
elect to discontinue development of certain product candidates to accommodate a shift in corporate strategy, despite positive clinical results. Based on our
operating results and business strategy, among other factors, we may discontinue the development of any of our product candidates under development or
reprioritize our focus on other product candidates at any time and at our discretion.

Our product candidates may have undesirable side effects that may delay or prevent marketing approval or, if approval is received, require them to be
taken off the market, require them to include safety warnings or otherwise limit their sales; no regulatory agency has made any determination that any
of our product candidates are safe or effective for use by the general public for any indication.

All of our product candidates are still in preclinical or clinical development. Additionally, all of our product candidates are required to undergo ongoing
safety testing in humans as part of clinical trials. Consequently, not all adverse effects of drugs can be predicted or anticipated. Unforeseen side effects from
any of our product candidates could arise either during clinical
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development or, if approved by regulatory authorities, after the approved product has been marketed. Zanidatamab and ZW49 continue to be evaluated in
clinical trials, and the results of these and future clinical trials may show that zanidatamab, ZW49 or our other product candidates cause undesirable or
unacceptable side effects, which could interrupt, delay or halt clinical trials, and result in delay of, or failure to obtain, marketing approval from the FDA
and other regulatory authorities, or result in marketing approval from the FDA and other regulatory authorities with restrictive label warnings, limited
patient populations or potential product liability claims. Even if we believe that our clinical trials and preclinical studies demonstrate the safety and efficacy
of our product candidates, only the FDA and other comparable regulatory agencies may ultimately make such determination. No regulatory agency has
made any such determination that any of our product candidates are safe or effective for use by the general public for any indication.

If any of our product candidates receive marketing approval and we or others later identify undesirable or unacceptable side effects caused by such
products: 

• regulatory authorities may require us to take our approved product off the market;

• regulatory authorities may require the addition of labeling statements, specific warnings, a contraindication or field alerts to physicians and
pharmacies, or impose a risk evaluation and mitigation strategy that includes restrictions and conditions on product distribution, prescribing and/or
dispensing;

• we may be required to change the way the product is administered, conduct additional clinical trials or change the labeling of the product;

• we may be subject to limitations on how we may promote the product;

• sales of the product may decrease significantly;

• we may be subject to litigation or product liability claims; and

• our reputation may suffer.

Any of these events could prevent us or our current or future strategic partners from achieving or maintaining market acceptance of the affected product or
could substantially increase commercialization costs and expenses, which in turn could delay or prevent us from generating revenue from the sale of any
future products.

We face significant competition and if our competitors develop and market products that are more effective, safer or less expensive than our product
candidates, our commercial opportunities will be negatively impacted.

The life sciences industry is highly competitive and subject to rapid and significant technological change. We are currently developing biotherapeutics that
will compete with other drugs and therapies that currently exist or are being developed. Products we may develop in the future are also likely to face
competition from other drugs and therapies, some of which we may not currently be aware. We have competitors both in the United States and
internationally, including major multinational pharmaceutical companies, established biotechnology companies, specialty pharmaceutical companies,
universities and other research institutions. Many of our competitors have significantly greater financial, manufacturing, marketing, drug development,
technical and human resources than we do. Large pharmaceutical companies, in particular, have extensive experience in clinical testing, obtaining
regulatory approvals, recruiting patients and in manufacturing pharmaceutical products. These companies also have significantly greater research and
marketing capabilities than we do and may also have products that have been approved or are in late stages of development and collaborative arrangements
in our target markets with leading companies and research institutions. Established pharmaceutical companies may also invest heavily to accelerate
discovery and development of novel compounds or to in-license novel compounds that could make the product candidates that we develop obsolete. As a
result of all of these factors, our competitors may succeed in obtaining patent protection or FDA approval or discovering, developing and commercializing
products in our field before we do.

Specifically, there are a large number of companies developing or marketing treatments for cancer and autoimmune disorders, including many major
pharmaceutical and biotechnology companies. These treatments consist both of small-molecule drug products, as well as biologics that work by using next-
generation antibody therapeutic platforms to address specific cancer targets. These companies include MacroGenics, Inc., AstraZeneca PLC/Daiichi
Sankyo, Roche AG, Seagen and others.

Our commercial opportunity could be reduced or eliminated if our competitors develop and commercialize products that are safer, more effective, more
convenient or less expensive than any products that we may develop. Our competitors also may obtain FDA or other regulatory approval for their products
more rapidly than we may obtain approval for our product candidates, which could result in our competitors establishing a strong market position before
we are able to enter the market.

38



Table of Contents

Smaller and other early-stage companies may also prove to be significant competitors, particularly through collaborative arrangements with large and
established companies. These third parties compete with us in recruiting and retaining qualified scientific and management personnel, establishing clinical
trial sites and patient registration for clinical trials, as well as in acquiring technologies complementary to, or necessary for, our programs. In addition, the
biopharmaceutical industry is characterized by rapid technological change. If we fail to stay at the forefront of technological change, we may be unable to
compete effectively. Technological advances or products developed by our competitors may render our technologies or product candidates obsolete, less
competitive or not economical.

In addition, we expect to compete with biosimilar versions of already approved products like trastuzumab or pertuzumab, and even if our product
candidates achieve marketing approval, they may be challenged to achieve a price premium over competitive biosimilar products and will compete for
market share with them.

The Biologics Price Competition and Innovation Act of 2009, which is included in the Patient Protection and Affordable Care Act (the “PPACA”),
authorized the FDA to approve similar versions of innovative biologics, commonly known as biosimilars. Under the PPACA, a manufacturer may submit
an application for licensure of a biologic product that is “biosimilar to” or “interchangeable with” a previously approved biologic product or “reference
product.” Manufacturers may not submit an application for a biosimilar to the FDA until four years following approval of the reference product, and the
FDA may not approve a biosimilar product until 12 years from the date on which the reference product was approved. Even if our product candidates, if
approved, are deemed to be reference products eligible for exclusivity, another company could market a competing version of that product if the FDA
approves a full BLA for such product containing the sponsor’s own preclinical data and data from adequate and well-controlled clinical trials to
demonstrate the safety, purity and potency of their product. Additionally, from time to time, there are proposals to repeal or modify the PPACA, including
proposals that could significantly shorten the exclusivity period for biologics.

If any of our product candidates receive regulatory approval, the approved products may not achieve broad market acceptance among physicians,
patients, the medical community and third-party payors, in which case revenue generated from their sales would be limited.

The commercial success of our product candidates will depend upon their acceptance among physicians, patients and the medical community. The degree
of market acceptance of our product candidates will depend on a number of factors, including: 

• limitations or warnings contained in the approved labeling for a product candidate;

• changes in the standard of care for the targeted indications for any of our product candidates;

• limitations in the approved clinical indications for our product candidates;

• demonstrated clinical safety and efficacy compared to other products;

• sales, marketing and distribution support;

• availability of coverage and extent of reimbursement from managed care plans and other third-party payors;

• timing of market introduction and perceived effectiveness of competitive products;

• the degree of cost-effectiveness of our product candidates;

• availability of alternative therapies at similar or lower cost, including generic, biosimilar and over-the-counter products;

• the extent to which the product candidate is approved for inclusion on formularies of hospitals and managed care organizations;

• whether the product is designated under physician treatment guidelines as a first-line therapy or as a second- or third-line therapy for particular
diseases;

• whether the product can be used effectively with other therapies to achieve higher response rates;

• adverse publicity about our product candidates or favorable publicity about competitive products;

• convenience and ease of administration of our products; and

• potential product liability claims.

If any of our product candidates are approved, but do not achieve an adequate level of acceptance by physicians, patients and the medical community, we
may not generate sufficient revenue from these products, and we may not become or remain profitable. In
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addition, efforts to educate the medical community and third-party payors on the benefits of our product candidates may require significant resources and
may never be successful.

We may be unable to obtain orphan drug exclusivity in specific indications for zanidatamab or in future product candidates that we may develop. If our
competitors are able to obtain orphan product exclusivity for their products in specific indications, we may not be able to have competing products
approved in those indications by the applicable regulatory authority for a significant period of time.

The FDA has granted Orphan Drug Designation to zanidatamab for the treatment of BTC, GEA and ovarian cancer (we voluntarily withdrew such
designation with respect to ovarian cancer in September 2021 because we are not actively developing in ovarian cancer), the European Medicines Agency
(“EMA”) has granted Orphan Drug Designation to zanidatamab for the treatment of gastric cancer and BTC, and we may seek Orphan Drug Designation
for additional indications in the future. Orphan Drug Designation neither shortens the development time or regulatory review time of a drug nor gives the
drug any advantage in the regulatory review or approval process.

Generally, if a product candidate with an Orphan Drug Designation subsequently receives the first marketing approval for the indication for which it has
such designation, the product is entitled to a period of marketing exclusivity, which precludes the EMA or the FDA from approving another marketing
application for the same drug for the same indication for that time period. The applicable period is seven years in the United States and ten years in Europe.
The European exclusivity period can be reduced to six years if a product no longer meets the criteria for Orphan Drug Designation or if the product is
sufficiently profitable so that market exclusivity is no longer justified. Orphan drug exclusivity may be lost if the FDA or EMA determines that the request
for designation was materially defective or if the manufacturer is unable to assure sufficient quantity of the product to meet the needs of patients with the
rare disease or condition. The loss of Orphan Drug Designation could have a negative effect on our ability to successfully commercialize our product
candidates, earn revenues and achieve profitability.

Even if we obtain orphan drug exclusivity for zanidatamab, or for any other product candidates that receive an Orphan Drug Designation in the future, that
exclusivity may not effectively protect the product from competition because different drugs with different active moieties can be approved for the same
condition. Further, in the United States, even after an orphan drug is approved, the FDA can subsequently approve the same drug for the same condition
submitted by a competitor if the FDA concludes that the later drug is clinically superior in that it is shown to be safer, more effective or makes a major
contribution to patient care.

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

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

Reimbursement decisions by third-party payors may have an adverse effect on pricing and market acceptance. If there is not sufficient reimbursement
for our products, it is less likely that our products will be widely used.

Even if our product candidates are approved for sale by the appropriate regulatory authorities, market acceptance and sales of these products will depend on
reimbursement policies and may be affected by future healthcare reform measures. Government authorities and third-party payors, such as private health
insurers and health maintenance organizations, decide which drugs they will reimburse and establish payment levels. We cannot be certain that
reimbursement will be available for any products that we
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develop. If reimbursement is not available or is available on a limited basis, we may not be able to successfully commercialize any of our approved
products.

In the United States, the Medicare Prescription Drug, Improvement, and Modernization Act of 2003, also called the Medicare Modernization Act
(“MMA”), changed the way Medicare covers and pays for pharmaceutical products. The legislation established Medicare Part D, which expanded
Medicare coverage for outpatient prescription drug purchases by the elderly but provided authority for limiting the number of drugs that will be covered in
any therapeutic class. The MMA also introduced a new reimbursement methodology based on average sales prices for physician-administered drugs. We
expect to experience pricing pressures in connection with the sale of any products that we develop, due to the trend toward managed healthcare, the
increasing influence of health maintenance organizations and additional legislative proposals.

There may be significant delays in obtaining coverage and reimbursement for newly approved drugs, and coverage may be more limited than the purposes
for which the drug is approved by the FDA, EMA or other regulatory authorities. Moreover, eligibility for coverage and reimbursement does not imply that
a drug will be paid for in all cases or at a rate that covers our costs, including research, development, manufacture, sale and distribution expenses. Interim
reimbursement levels for new drugs, if applicable, may also be insufficient to cover our and any collaborator’s costs and may not be made permanent.
Reimbursement rates may vary according to the use of the drug and the clinical setting in which it is used, may be based on reimbursement levels already
set for lower cost drugs and may be incorporated into existing payments for other services. Net prices for drugs may be reduced by mandatory discounts or
rebates required by government healthcare programs or private payors and by any future relaxation of laws that currently restrict imports of drugs from
countries where they may be sold at lower prices than in the United States. Our or any collaborator’s inability to promptly obtain coverage and profitable
payment rates from both government-funded and private payors for any approved products that we or our strategic partners develop could have a material
adverse effect on our operating results, our ability to raise capital needed to commercialize product candidates and our overall financial condition.

If the market opportunities for any product that we or our strategic partners develop are smaller than we believe they are, our revenue may be adversely
affected and our business may suffer.

We intend to initially focus our independent product candidate development on treatments for oncology. Our projections of addressable patient populations
that have the potential to benefit from treatment with our product candidates are based on estimates. If our projections are inaccurate, the market
opportunities for any of our product candidates could be significantly diminished and have an adverse material impact on our business.

We may expend our limited resources to pursue a particular product candidate or indication and fail to capitalize on product candidates or indications
that may be more profitable or for which there is a greater likelihood of success.

Because we have limited financial and managerial resources, we focus on research programs, therapeutic platforms and product candidates that we identify
for specific indications. As a result, we may forego or delay pursuit of opportunities with other therapeutic platforms or product candidates or for other
indications that later prove to have greater commercial potential. Our resource allocation decisions may cause us to fail to capitalize on viable commercial
products or profitable market opportunities. Our spending on current and future research and development programs, therapeutic platforms and product
candidates for specific indications may not yield any commercially viable products. If we do not accurately evaluate the commercial potential or target
market for a particular product candidate, we may relinquish valuable rights to that product candidate through collaboration, licensing or other royalty
arrangements in cases in which it would have been more advantageous for us to retain sole development and commercialization rights.

We may not be successful in our efforts to use and expand our therapeutic platforms to build a pipeline of product candidates.

A key element of our strategy is to use and expand our therapeutic platforms to build a pipeline of product candidates and progress these product candidates
through clinical development for the treatment of a variety of diseases. Although our research and development efforts to date have resulted in a pipeline of
product candidates directed at various cancers, we may not be able to develop product candidates that are safe and effective. In addition, although we
expect that our therapeutic platforms will allow us to develop further product candidates, they may not prove to be successful at doing so. Even if we are
successful in continuing to build our pipeline, the potential product candidates that we identify may not be suitable for clinical development, including as a
result of being shown to have harmful side effects or other characteristics that indicate that they are unlikely to be products that will receive marketing
approval and achieve market acceptance. If we do not continue to successfully develop and begin to commercialize product candidates, we will face
difficulty in obtaining product revenue in future periods, which could result in significant harm to our financial position and adversely affect our share
price.
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Even if we receive regulatory approval to commercialize any of the product candidates that we develop, we will be subject to ongoing regulatory
obligations and continued regulatory review, which may result in significant additional expense.

Any regulatory approvals that we receive for our product candidates may be subject to limitations on the approved indicated uses for which the product
may be marketed or subject to certain conditions of approval, and may contain requirements for potentially costly post-approval trials, including Phase 4
clinical trials, and surveillance to monitor the safety and efficacy of the marketed product.

For any approved product, we will be subject to ongoing regulatory obligations and extensive oversight by regulatory authorities, including with respect to
manufacturing processes, labeling, packaging, distribution, adverse event reporting, storage, advertising, promotion and recordkeeping for the product.
These requirements include submissions of safety and other post-approval information and reports, as well as continued compliance with current good
manufacturing practices (“cGMP”) and current good clinical practice (“cGCP”), for any clinical trials that we or our strategic partners conduct after
approval. Later discovery of previously unknown problems with a product, including adverse events of unanticipated severity or frequency, or with third-
party manufacturers or manufacturing processes, or failure to comply with regulatory requirements, may result in, among other things:

• restrictions on the marketing or manufacturing of the product;

• withdrawal of the product from the market or voluntary or mandatory product recalls;

• fines, warning letters or holds on clinical trials;

• refusal by the FDA, EMA or another applicable regulatory authority to approve pending applications or supplements to approved applications
filed by us or our strategic partners, or suspension or revocation of product license approvals;

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

• injunctions or the imposition of civil or criminal penalties.

Occurrence of any of the foregoing could have a material and adverse effect on our business and results of operations. Further, the FDA’s or other ex-U.S.
regulators’ policies may change and additional government regulations may be enacted that could prevent, limit or delay regulatory approval of our product
candidates. If we are slow or unable to adapt to changes in existing requirements or the adoption of new requirements or policies, or if we are not able to
maintain regulatory compliance, we may lose any marketing approval that we may have obtained, which would adversely affect our business, prospects and
ability to achieve or sustain profitability.

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

We face an inherent risk of product liability lawsuits related to the testing of our product candidates in seriously ill patients, and will face an even greater
risk if product candidates are approved by regulatory authorities and introduced commercially. Product liability claims may be brought against us or our
strategic partners by participants enrolled in our clinical trials, patients, health care providers or others using, administering or selling any of our future
approved products. If we cannot successfully defend ourselves against any such claims, we may incur substantial liabilities. Regardless of their merit or
eventual outcome, liability claims may result in: 

• decreased demand for any future approved products;

• injury to our reputation;

• withdrawal of clinical trial participants;

• termination of clinical trial sites or entire trial programs;

• increased regulatory scrutiny;

• significant litigation costs;

• substantial monetary awards to, or costly settlement with, patients or other claimants;

• product recalls or a change in the indications for which they may be used;

• loss of revenue;
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• diversion of management and scientific resources from our business operations; and

• the inability to commercialize our product candidates.

We may need to have in place increased product liability coverage when we begin the commercialization of our product candidates. Insurance coverage is
becoming increasingly expensive. As a result, we may be unable to maintain or obtain sufficient insurance at a reasonable cost to protect us against losses
that could have a material adverse effect on our business. A successful product liability claim or series of claims brought against us, particularly if
judgments exceed any insurance coverage we may have, could decrease our cash resources and adversely affect our business, financial condition and
results of operation.

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

As product candidates are developed through preclinical to late-stage clinical trials towards approval and commercialization, it is common that various
aspects of the development program, such as manufacturing methods and formulation, are altered along the way in an effort to optimize processes and
results. Such changes carry the risk that they will not achieve these intended objectives. Any of these changes could cause our product candidates to
perform differently and affect the results of planned clinical trials or other future clinical trials conducted with the altered materials. This could delay
completion of clinical trials, require the conduct of bridging clinical trials or the repetition of one or more clinical trials, increase clinical trial costs, delay
approval of our product candidates and jeopardize our ability, or our strategic partners’ ability, to commence product sales and generate revenue.

Strategic transactions, such as acquisitions or joint ventures, could disrupt our business, cause dilution to our shareholders and otherwise harm our
business.

We actively evaluate various strategic transactions on an ongoing basis. For example, we may acquire other businesses, products or technologies as well as
pursue strategic alliances, joint ventures, investments in complementary businesses, out-licensing agreements or other transactions. Any of these
transactions could be material to our financial condition and operating results and expose us to many risks, including: 

• disruption in our relationships with existing strategic partners or suppliers as a result of such a transaction;

• unanticipated liabilities related to acquired companies;

• difficulties integrating acquired personnel, technologies and operations into our existing business;

• retention of key employees;

• diversion of management time and focus from operating our business to management of strategic alliances or joint ventures or acquisition
integration challenges;

• risks and uncertainties associated with the other party to such a transaction, including the prospects of that party and their existing products or
product candidates and marketing approvals;

• increases in our expenses and reductions in our cash available for operations and other uses; and

• possible write-offs or impairment charges relating to acquired businesses.

Also, the anticipated benefit of any strategic alliance, joint venture or acquisition may not materialize or such strategic alliance, joint venture or acquisition
may be prohibited. Additionally, future acquisitions or dispositions could result in potentially dilutive issuances of our equity securities, the incurrence of
debt, contingent liabilities or amortization expenses or write-offs of goodwill, any of which could harm our financial condition. We cannot predict the
number, timing or size of future joint ventures or acquisitions, or the effect that any such transactions might have on our operating results.

Foreign governments tend to impose strict price controls, which may adversely affect our future profitability.

In most foreign countries, particularly in those in the European Union (“EU”), prescription drug pricing and reimbursement is subject to governmental
control. In those countries that impose price controls, pricing negotiations with governmental authorities can take considerable time after the receipt of
marketing approval for a product. To obtain reimbursement or pricing approval in some countries, we or our strategic partners may be required to conduct a
clinical trial that compares the cost-effectiveness of our product candidates to other available therapies.

Some countries require approval of the sale price of a drug before it can be marketed. In many countries, the pricing review period begins after marketing
or product licensing approval is granted. In some foreign markets, prescription pharmaceutical pricing
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remains subject to continuing governmental control even after initial approval is granted. As a result, we or our strategic partners might obtain marketing
approval for a product candidate in a particular country, but then be subject to price regulations that delay commercial launch of the product candidate,
possibly for lengthy time periods, and negatively impact the revenue that is generated from the sale of the product in that country. If reimbursement of such
product candidates is unavailable or limited in scope or amount, or if pricing is set at unsatisfactory levels, or if there is competition from lower priced
cross-border sales, our profitability will be negatively affected.

Security breaches, loss of data and other disruptions could compromise sensitive information related to our business or protected health information or
prevent us from accessing critical information and expose us to liability, which could adversely affect our business and our reputation.

In the ordinary course of our business, we collect and store petabytes of sensitive data, including legally protected health information, personally
identifiable information, intellectual property and proprietary business information owned or controlled by ourselves or our strategic partners. We manage
and maintain our applications and data by utilizing a combination of on-site systems, managed data center systems and cloud-based data center systems.
These applications and data encompass a wide variety of business-critical information, including research and development information, commercial
information and business and financial information. We face four primary risks relative to protecting this critical information: loss of access risk,
inappropriate disclosure risk, inappropriate modification risk and the risk of being unable to adequately monitor our controls over the first three risks.

Although we take measures to protect sensitive information from unauthorized access or disclosure, our information technology and infrastructure and that
of any third-party provider we may utilize may be vulnerable to attacks by hackers or viruses or breached due to employee error, malfeasance or other
disruptions. Any such breach or interruption could compromise our networks and the information stored there could be accessed by unauthorized parties,
publicly disclosed, lost or stolen. Any such access, disclosure or other loss of information could result in legal claims or proceedings, liability under laws
that protect the privacy of personal information, such as the Health Insurance Portability and Accountability Act of 1996 (“HIPAA”), and regulatory
penalties. Although we have implemented security measures and a formal enterprise security program to prevent unauthorized access to sensitive data,
there is no guarantee that we can protect our systems from breach. Unauthorized access, loss or dissemination could also disrupt our operations (including
our ability to conduct our analyses, pay providers, conduct research and development activities, collect, process and prepare company financial
information, provide information about any future products, and manage the administrative aspects of our business) and damage our reputation, any of
which could adversely affect our business.

HIPAA, as amended by the Health Information Technology for Economic and Clinical Health Act (“HITECH”), and its implementing regulations, impose
certain requirements relating to the privacy, security, transmission and breach reporting of individually identifiable health information upon entities subject
to the law, such as health plans, healthcare clearinghouses and healthcare providers and their respective business associates that perform services for them
that involve individually identifiable health information. Mandatory penalties for HIPAA violations can be significant, and criminal and monetary penalties,
as well as injunctive relief, may be imposed for HIPAA violations. Although drug manufacturers are not directly subject to HIPAA, prosecutors are
increasingly using HIPAA-related theories of liability against drug manufacturers and their agents and we also could be subject to criminal penalties if we
knowingly obtain individually identifiable health information from a HIPAA-covered entity in a manner that is not authorized or permitted by HIPAA.

Furthermore, in the event of a breach as defined by HIPAA, HIPAA regulations impose specific reporting requirements to regulators, individuals impacted
by the breach and the media. Issuing such notifications can be costly, time and resource intensive, and can generate significant negative publicity. Breaches
of HIPAA may also constitute contractual violations that could lead to contractual damages or terminations. In addition, U.S. states have enacted and are
considering enacting laws relating to the protection of patient health and other data, which may be more rigorous than, or impose additional requirements
beyond those required by, HIPAA. For example, the California Consumer Privacy Act (“CCPA”), which became effective on January 1, 2020, gives
California residents expanded rights to access and delete their personal information, opt out of certain personal information sharing and receive detailed
information about how their personal information is used by requiring covered companies to provide new disclosures to California consumers (as that term
is broadly defined) and provide such consumers new ways to opt-out of certain sales of personal information. The CCPA provides for civil penalties for
violations as well as a limited private right of action for data breaches, which may increase the volume of data breach litigation. Moreover, California
voters approved the California Privacy Rights Act (“CPRA”) in November 2020. The CPRA significantly modifies the CCPA, creating obligations relating
to consumer data beginning on January 1, 2022, with implementing regulations expected on or before July 1, 2022, and enforcement beginning July 1,
2023. While limited CCPA exemptions may apply to portions of our business, the recency of the CCPA’s implementing regulations and the California
Attorney General’s enforcement activity means our
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obligations under the CCPA, as modified by the CPRA, could evolve in the future, which may increase our compliance costs and potential liability. Many
similar privacy laws have been proposed at the federal level and in other states, certain of which have been enacted, including such laws in Colorado and
Virginia. These or other proposed or enacted laws relating to privacy could similarly increase our compliance obligations and costs in the future.

We may also become subject to laws and regulations in non-U.S. countries covering data privacy and the protection of health-related and other personal
information. In particular, the European Economic Area (“EEA”) has adopted data protection laws and regulations that impose significant compliance
obligations. Laws and regulations in these jurisdictions apply broadly to the collection, use, storage, disclosure, processing and security of personal
information that identifies or may be used to identify an individual, such as names, contact information, and sensitive personal data such as health data.
These laws and regulations are subject to frequent revisions and differing interpretations, and have generally become more stringent over time.

The General Data Protection Regulation 2016/679 (“GDPR”) applies to the processing of personal data in the EEA. The GDPR imposes many
requirements for controllers and processors of personal data, including, for example, higher standards for obtaining consent from individuals to process
their personal data, more robust disclosures to individuals and a strengthened individual data rights regime, shortened timelines for data breach
notifications, limitations on retention and secondary use of information, increased requirements pertaining to health data and pseudonymized (i.e., key-
coded) data and additional obligations when contracting third-party processors in connection with the processing of the personal data. The GDPR allows
EEA countries to make additional laws and regulations further limiting the processing of genetic, biometric or health data. Failure to comply with the
requirements of the GDPR and the applicable national data protection laws of EEA countries may result in fines of up to €20,000,000 or up to 4% of the
total worldwide annual turnover of the preceding financial year, whichever is higher, and other administrative penalties; we may also be liable should any
individual who has suffered financial or non-financial damage arising from our infringement of the GDPR exercise their right to receive compensation
against us. Furthermore, adverse publicity relating to our failure to comply with the GDPR could cause a loss of goodwill, which could have an adverse
effect on our reputation, brand, business and financial condition.

On July 16, 2020, the Court of Justice of the European Union (“CJEU”) invalidated the European Union-U.S. Privacy Shield (“Privacy Shield”) as a data
transfer mechanism for transferring personal data from the EEA to the United States. Therefore, the Privacy Shield no longer qualifies as an appropriate
safeguard for transfers of personal data from the EEA to the United States, and any transfers made on the basis of the Privacy Shield could attract
regulatory scrutiny and penalties for non-compliance. While the standard contractual clauses (“SCCs”) remain a valid mechanism to transfer personal data
to third countries outside the EEA, the CJEU’s ruling has also imposed enhanced due diligence obligations on data exporters and importers to ensure that
the laws of the country to which the personal data is transferred offer a level of data protection that is essentially equivalent to the EEA. The European
Commission released a draft of revised SCCs addressing the CJEU concerns in November 2020, and on June 4, 2021, published new SCCs. Although we
do not transfer personal data from the EEA to the United States via the Privacy Shield, the CJEU’s decision means that the status of transfers of personal
data from the EEA to the United States is subject to significant regulatory uncertainty. To the extent we transfer personal data from the EEA to the United
States, we may not be able to implement or maintain an appropriate data transfer mechanism to continue such international transfers of data. Additionally,
the CJEU’s invalidation of the Privacy Shield, the revised SCCs, regulatory guidance and opinions, and other developments relating to cross-border data
transfer may require us to implement additional contractual and technical safeguards for any personal data transferred out of the EEA, which may increase
compliance costs, lead to increased regulatory scrutiny or liability, and may require additional contractual negotiations, which may adversely impact our
business, financial condition, and operating results.

Separate from, and in addition to, the GDPR requirements, certification requirements for the hosting of health data will vary by jurisdiction. To the extent
we operate in various EEA countries, there might be other national healthcare regulations or regulatory requirements with which we will be required to
comply. For example, France requires hosts of health data to obtain a prior certification with the competent certification body.

The interpretation and application of consumer, health-related and data protection laws in the United States, the EEA, and elsewhere are often uncertain,
contradictory and in flux. Any failure or perceived failure to comply with federal, state or foreign laws or regulations, contractual or other legal obligations
related to data privacy or data protection may result in claims, warnings, communications, requests or investigations from individuals, supervisory
authorities or other legal or regulatory authorities in relation to our processing of personal data. It is possible that these laws may be interpreted and applied
in a manner that is inconsistent with our practices. If so, this could result in government-imposed fines or orders requiring that we change our practices,
which could adversely affect our business. In addition, these privacy regulations vary between states, may differ from country to country, and may vary
based on whether testing is performed in the United States or in the local country. Complying with these various laws could cause us to incur substantial
costs or require us to change our business practices and compliance procedures in a manner adverse to our business.
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Furthermore, the loss of clinical trial data from completed or future clinical trials could result in delays in our regulatory approval efforts and significantly
increase our costs to recover or reproduce the data. Likewise, we rely on other third parties for the manufacture of our product candidates and to conduct
clinical trials, and similar events relating to their computer systems could also have a material adverse effect on our business.

In addition, as a result of the COVID-19 pandemic, we may face increased cybersecurity risks due to our reliance on internet technology and the number of
our employees who are working remotely, which may create additional opportunities for cybercriminals to exploit vulnerabilities.

Current and future legislation may increase the difficulty and cost for us to commercialize any products that we or our strategic partners develop and
affect the prices we may obtain.

The United States and some foreign jurisdictions are considering or have enacted a number of legislative and regulatory proposals to change healthcare
systems in ways that could affect our ability to sell any of our product candidates profitably, if such product candidates are approved for sale. Among
policy makers and payors in the United States and elsewhere, there is significant interest in promoting changes in healthcare systems with the stated goals
of containing healthcare costs, improving quality and expanding access. In the United States, the pharmaceutical industry has been a particular focus of
these efforts and has been significantly affected by major legislative initiatives.

In March 2010, the PPACA became law in the United States. The PPACA may affect the operational results of companies in the pharmaceutical industry,
including us, by imposing on them additional costs. For example, effective January 1, 2010, PPACA increased the minimum Medicaid drug rebates for
pharmaceutical companies and imposed an annual fee on certain branded prescription drugs and biologics. Since the enactment of PPACA, there have been
executive, judicial and Congressional challenges to certain aspects of the PPACA, including judicial challenges in the Fifth Circuit Court and the United
States Supreme Court. In June 2021, the United States Supreme Court held that Texas and other challengers had no legal standing to challenge the PPACA,
dismissing the case without specifically ruling on the constitutionality of the PPACA. Accordingly, the PPACA remains in effect in its current form. It is
unclear how this Supreme Court decision, future litigation, or healthcare measures promulgated by the Biden administration will impact our business,
financial condition and results of operations. Complying with any new legislation or changes in healthcare regulation could be time-intensive and
expensive, resulting in a material adverse effect on our business.

Other legislative changes have been proposed and adopted since the PPACA was enacted. For example, the Bipartisan Budget Act of 2018, among other
things, amended the PPACA, effective January 1, 2019, to close the coverage gap in most Medicare drug plans. The Budget Control Act of 2011, which
calls for aggregate reductions to Medicare payments to providers of up to 2% per fiscal year, began in 2013 and, due to subsequent legislative amendments
to the statute, will remain in effect through 2030, with the exception of a temporary suspension implemented under various COVID-19 relief legislation
from May 1, 2020 through the end of 2021, unless additional Congressional action is taken. The American Taxpayer Relief Act of 2012, among other
things, further reduced Medicare payments to several providers, including hospitals and cancer treatment centers, and increased the statute of limitations
period for the government to recover overpayments to providers from three to five years. These laws may result in additional reductions in Medicare and
other healthcare funding, which could have a material adverse effect on potential customers for our product candidates, if approved, and, accordingly, our
future financial operations. We are unable to predict the future course of federal or state health care legislation or foreign regulations relating to the
marketing, pricing and reimbursement of pharmaceutical products.

There have been several recent U.S. Congressional inquiries and proposed federal and state legislation designed to, among other things, bring more
transparency to drug pricing, reduce the cost of prescription drugs under Medicare, review the relationship between pricing and manufacturer patient
programs, and reform government program reimbursement methodologies for drugs. For example, in September 2020, the FDA issued a final rule that sets
up a legal framework for allowing the importation of certain prescription drugs from Canada, and the Centers for Medicare & Medicaid Services issued
guidance that addresses the treatment of certain imported drugs under the Medicaid Drug Rebate Program. In November 2020, under the Trump
administration, the U.S. Department of Health and Human Services (“HHS”) announced regulations tying certain Medicare Part B drug prices to
international drug prices, modifying the federal Anti-Kickback Statute (“AKS”) safe harbors for pharmaceutical benefit managers and Medicare Part D
plans, and making further changes to the rules implementing the Stark Law, other AKS safe harbors and the beneficiary inducements provision in the civil
monetary penalties law. In January 2021, HHS agreed to delay implementation of the changes relating to manufacturer rebates on Medicaid Part D plans
until January 2023. Multiple lawsuits have been brought against the HHS challenging various aspects of the rules implemented during the Trump
administration. The impact of these lawsuits as well as legislative, executive, and administrative actions of the Biden administration on us and the
pharmaceutical industry as a whole is currently unknown. Under the American Rescue Plan Act of 2021, effective January 1, 2024, the statutory cap on
Medicaid Drug Rebate Program rebates that manufacturers pay to state Medicaid programs will be eliminated. Elimination of this cap may require
pharmaceutical manufacturers to pay more in rebates than it receives on the sale

46



Table of Contents

of products, which could have a material impact on our business. Further, in July 2021, the Biden administration released an executive order, “Promoting
Competition in the American Economy,” with multiple provisions aimed at increasing competition for prescription drugs. In response to this executive
order, the HHS released a Comprehensive Plan for Addressing High Drug Prices that outlines principles for drug pricing reform and potential legislative
policies that Congress could pursue to advance these principles. In addition, Congress is considering legislation that, if passed, could have significant
impact on prices of prescription drugs covered by Medicare, including limitations on drug price increases. The impact on us and the pharmaceutical
industry as a whole of these legislative, executive, and administrative actions and any future healthcare measures and agency rules implemented by the
Biden administration is unclear. The implementation of cost containment measures or other healthcare reforms may prevent us from being able to generate
revenue, attain profitability, or commercialize our product candidates if approved. Complying with any new legislation and regulatory changes could be
time-intensive and expensive, resulting in a material adverse effect on our business.

Further, many states have proposed or enacted legislation that seeks to indirectly or directly regulate pharmaceutical drug pricing, such as by requiring
biopharmaceutical manufacturers to publicly report proprietary pricing information or to place a maximum price ceiling on pharmaceutical products
purchased by state agencies. For example, a number of states are considering or have recently enacted state drug price transparency and reporting laws that
could substantially increase our compliance burdens and expose us to greater liability under such state laws once we begin commercialization after
obtaining regulatory approval for any
of our products candidates. Both the U.S. Congress and state legislatures are considering and have proposed various bills that would reform drug
purchasing and price negotiations, allow greater use of utilization management tools to limit Medicare Part D coverage, facilitate the import of lower-
priced drugs from outside the United States and encourage the use of generic drugs. Such initiatives and legislation may affect the prices we may obtain for
any of our product candidates for which we may obtain regulatory approval or the frequency with which any such product candidate, if approved, is
prescribed or used.

Also, there has been heightened governmental scrutiny recently over the manner in which drug manufacturers set prices for their marketed products, which
have resulted in several Congressional inquiries and proposed bills designed to, among other things, bring more transparency to product pricing, review the
relationship between pricing and manufacturer patient programs, and reform government program reimbursement methodologies for drug products. It is
unclear whether any of these proposed bills will be signed into law, and if enacted, what effect these or other legislative measures would have on our
business.

In the EU similar political, economic and regulatory developments may affect our ability to profitably commercialize any future products. In addition to
continuing pressure on prices and cost containment measures, legislative developments at the EU or member state level may result in significant additional
requirements or obstacles that may increase our operating costs. In international markets, reimbursement and healthcare payment systems vary significantly
by country, and many countries have instituted price ceilings on specific products and therapies. Our future products, if any, might not be considered
medically reasonable and necessary for a specific indication or cost-effective by third-party payors, an adequate level of reimbursement might not be
available for such products, and third-party payors’ reimbursement policies might adversely affect our or our strategic partners’ ability to sell any future
products profitably.

Legislative and regulatory proposals have been made to expand post-approval requirements and restrict sales and promotional activities for pharmaceutical
products. We cannot be sure whether additional legislative changes will be enacted, or whether the FDA regulations, guidance or interpretations will be
changed, or what the impact of such changes on the marketing approvals of our product candidates, if any, may be. In addition, increased scrutiny by the
U.S. Congress of the FDA’s approval process may significantly delay or prevent marketing approval, as well as subject us to more stringent product
labeling and post-approval testing and other requirements.

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

Our business may become subject to economic, political, regulatory and other risks associated with international operations.

Our business is subject to risks associated with conducting business internationally. Some of our suppliers and collaborative and clinical trial relationships
are located outside the United States. Accordingly, our future results could be harmed by a variety of factors, including: 

• economic instability or weakness, including inflation, reduced growth, diminished credit availability, weakened consumer confidence or increased
unemployment;
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• sociopolitical instability in particular foreign economies and markets;

• differing regulatory requirements for drug approvals in foreign countries;

• potentially reduced protection for intellectual property rights;

• difficulties in compliance with non-U.S. laws and regulations;

• changes in non-U.S. regulations and customs, tariffs and trade barriers, including any changes that China may impose as a result of political
tensions between Canada and China or the United States and China;

• regulatory changes and economic conditions following the United Kingdom’s withdrawal from the EU and uncertainty related to the terms of the
withdrawal;

• changes in non-U.S. currency exchange rates and currency controls;

• trade protection measures, import or export licensing requirements or other restrictive actions by U.S. or non-U.S. governments;

• differing reimbursement regimes, including price controls;

• negative consequences from changes in tax laws;

• workforce uncertainty in countries where labor unrest is more common than in the United States;

• production shortages resulting from any events affecting raw material supply or manufacturing capabilities abroad;

• business interruptions resulting from geopolitical actions, including war and terrorism, or natural disasters including earthquakes, typhoons, floods
and fires; and

• supply and other disruptions resulting from the impact of public health epidemics, including the COVID-19 pandemic, on our strategic partners,
third-party manufacturers, suppliers and other third parties upon which we rely.

Our business and current and future relationships with customers and third-party payors in the United States and elsewhere will be subject, directly or
indirectly, to applicable federal and state anti-kickback, fraud and abuse, false claims, transparency, health information privacy and security and other
healthcare laws and regulations, which could expose us to criminal sanctions, civil penalties, contractual damages, reputational harm, administrative
burdens, and diminished profits and future earnings.

Healthcare providers, physicians and third-party payors in the United States and elsewhere play a primary role in the recommendation and prescription of
any product candidates for which we obtain marketing approval.

Our current and future arrangements with healthcare professionals, principal investigators, consultants, customers, and third-party payors and other entities
may expose us to broadly applicable fraud and abuse and other healthcare laws and regulations, including the federal AKS and the federal False Claims
Act, that may constrain the business or financial arrangements and relationships through which we conduct clinical research on product candidates and
market, sell and distribute any products for which we obtain marketing approval. In addition, we may be subject to transparency laws and patient privacy
regulation by the federal government and by the U.S. states and foreign jurisdictions in which we conduct our business. The applicable federal, state and
foreign healthcare laws and regulations that may affect our ability to operate include the following: 

• the federal AKS, which prohibits, among other things, persons from knowingly and willfully soliciting, offering, receiving or providing
remuneration (including any kickback, bribe or rebate), directly or indirectly, in cash or in kind, to induce or reward either the referral of an
individual for, or the purchase, order or recommendation of, any good or service for which payment may be made under federal and state
healthcare programs such as Medicare and Medicaid;

• federal civil and criminal false claims laws and civil monetary penalty laws, including the federal False Claims Act, impose criminal or civil
penalties, as applicable, against individuals or entities for knowingly presenting, or causing to be presented, to the federal government (including
the Medicare and Medicaid programs) or other third-party payor claims for payment that are false or fraudulent or making a false statement to
avoid, decrease or conceal an obligation to pay money to the federal government;

• HIPAA established the federal offense of health care fraud, which among other things, imposes criminal liability for knowingly and willfully
executing, or attempting to execute, a scheme to defraud any healthcare benefit program or to obtain, by means of false or fraudulent pretenses,
representations, or promises, any of the money or property owned by, or under the custody or control of, any healthcare benefit program,
regardless of the payor (e.g. public or private) and
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knowingly and willfully falsifying, concealing or covering up by any trick or device a material fact or making any materially false statements in
connection with the delivery of or payment for healthcare benefits, items or services relating to healthcare matters;

• HIPAA, as amended by HITECH, and its implementing regulations, which imposes certain obligations, including mandatory contractual terms,
with respect to safeguarding the privacy, security and transmission of individually identifiable health information without the appropriate
authorization by entities subject to the law, such as health plans, healthcare clearinghouses and healthcare providers and their respective business
associates;

• the federal Open Payments program under the Physician Payments Sunshine Act, created under Section 6002 of the PPACA and its implementing
regulations, requires applicable group purchasing organizations and manufacturers of drugs, devices, biologics and medical supplies for which
payment is available under Medicare, Medicaid or the Children’s Health Insurance Program (with certain exceptions) to report annually to HHS
information related to “payments or other transfers of value” made in the previous year to covered recipients, including physicians (defined to
include doctors, dentists, optometrists, podiatrists and chiropractors and, effective for data reported in 2022, expanded to include nurse
practitioners, physician assistants, clinical nurse specialists, certified registered nurse anesthetists and anesthesiologist assistants, and certified
nurse-midwives) and teaching hospitals, including ownership and investment interests held by physicians (as defined above) or their immediate
family members; and

• analogous state and foreign laws and regulations, including: state anti-kickback and false claims laws that may apply to our business practices
(including research, distribution, sales and marketing arrangements and claims involving healthcare items or services reimbursed by state
governmental and non-governmental third-party payors, including private insurers); state laws that require pharmaceutical companies to comply
with the pharmaceutical industry’s voluntary compliance guidelines and the applicable compliance guidance promulgated by the federal
government; state laws that require drug manufacturers to track gifts and other remuneration and items of value provided to healthcare
professionals and entities and file reports relating to pricing and marketing information; and state and foreign laws that govern the privacy and
security of health information in specified circumstances, many of which differ from each other in significant ways and often are not preempted by
HIPAA, thus complicating compliance efforts.

Because of the breadth of these laws and the narrowness of any available statutory exceptions and safe harbors, it is possible that some of our current and
future business activities could be subject to challenge under one or more of such laws.

Efforts to ensure that our business arrangements with third parties will comply with applicable healthcare laws and regulations may involve substantial
costs. It is possible that governmental authorities will conclude that our business practices may not comply with current or future statutes, regulations or
case law involving applicable fraud and abuse or other healthcare laws and regulations. If our operations are found to be in violation of any of these laws or
any other governmental regulations that may apply to us, we may be subject to significant civil, criminal and administrative penalties, including damages,
fines, imprisonment, exclusion from participation in government healthcare programs, such as Medicare and Medicaid, additional reporting requirements
and oversight if we become subject to a corporate integrity agreement or similar agreement to resolve allegations of noncompliance with these laws and the
curtailment or restructuring of our operations, which could have a material adverse effect on our business. If any of the physicians or other providers or
entities with whom we expect to do business, including our strategic partners, is found not to be in compliance with applicable laws, it may be subject to
criminal, civil or administrative sanctions, including exclusions from participation in government healthcare programs, which could also materially affect
our business.

We are subject to U.S. and certain foreign export and import controls, sanctions, embargoes, anti-corruption laws, and anti-money laundering laws and
regulations. Compliance with these legal standards could impair our ability to compete in domestic and international markets. We can face criminal
liability and other serious consequences for violations that can harm our business.

We are subject to export control and import laws and regulations, including the U.S. Export Administration Regulations, U.S. Customs regulations, various
economic and trade sanctions regulations administered by the U.S. Treasury Department’s Office of Foreign Assets Controls, the U.S. Foreign Corrupt
Practices Act of 1977, as amended, the U.S. domestic bribery statute contained in 18 U.S.C. § 201, the U.S. Travel Act, the USA PATRIOT Act, the United
Kingdom Bribery Act 2010, the Proceeds of Crime Act 2002, and other state and national anti-bribery and anti-money laundering laws in the countries in
which we conduct activities. Anti-corruption laws are interpreted broadly and prohibit companies and their employees, agents, contractors, and other
partners from authorizing, promising, offering, or providing, directly or indirectly, improper payments or anything else of value to recipients in the public
or private sector. We currently engage third parties for clinical trials outside of the United States and we may in the future engage third parties to sell our
products abroad once we enter a commercialization phase, or to obtain necessary permits, licenses, patent registrations, and other regulatory approvals. We
may have direct or indirect interactions with officials
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and employees of government agencies or government-affiliated hospitals, universities, and other organizations. We can be held liable for the corrupt or
other illegal activities of our employees, agents, contractors, and other partners, even if we do not explicitly authorize or have actual knowledge of such
activities. Any violation of the laws and regulations described above may result in substantial civil and criminal fines and penalties, imprisonment, the loss
of export or import privileges, debarment, tax reassessments, breach of contract and fraud litigation, reputational harm, and other consequences.

Risks Related to Our Financial Position and Need for Additional Capital

We have incurred significant losses since inception and anticipate that we will continue to incur losses for the foreseeable future. We have no products
approved for commercial sale, and to date we have not generated any revenue or profit from product sales. We may never achieve or sustain
profitability.

We are a clinical-stage biopharmaceutical company. We have incurred significant losses since our inception. Our net loss for the years ended December 31,
2019 and 2020 and for the nine months ended September 30, 2021 was $145.4 million, $180.6 million and $172.7 million, respectively. As of
September 30, 2021, our accumulated deficit was approximately $644.0 million. We expect to continue to incur losses for the foreseeable future, and we
expect these losses to increase as we continue our research and development of, and seek regulatory approvals for, our product candidates, prepare for and
begin to commercialize any approved product candidates and add infrastructure and personnel to support our product development efforts. The net losses
and negative cash flows incurred to date, together with expected future losses, have had, and likely will continue to have, an adverse effect on our
shareholders’ deficit and working capital. The amount of future net losses will depend, in part, on the rate of future growth of our expenses and our ability
to generate revenue.

Because of the numerous risks and uncertainties associated with pharmaceutical product development, we are unable to accurately predict the timing or
amount of increased expenses or when, or if, we will be able to achieve profitability. For example, our expenses could increase if we are required by the
FDA to perform trials in addition to those that we currently expect to perform, or if there are any delays in completing our currently planned clinical trials
or in the development of any of our product candidates.

To become and remain profitable, we must succeed in developing and commercializing product candidates with significant market potential. This will
require us to be successful in a range of challenging activities for which we are only in the preliminary stages, including developing product candidates,
obtaining regulatory approval for such product candidates, and manufacturing, marketing and selling those product candidates for which we may obtain
regulatory approval. We may never succeed in these activities and may never generate revenue from product sales that is significant enough to achieve
profitability. Even if we achieve profitability in the future, we may not be able to sustain profitability in subsequent periods. Our failure to become or
remain profitable would depress our market value and could impair our ability to raise capital, expand our business, develop other product candidates, or
continue our operations. A decline in the value of our company could also cause our shareholders to lose all or part of their investment.

Biopharmaceutical product development is a highly speculative undertaking and involves a substantial degree of uncertainty. We have never generated
any revenue from product sales and may never be profitable.

We have devoted substantially all of our financial resources and efforts to developing our proprietary therapeutic platforms, identifying potential product
candidates and conducting preclinical studies and clinical trials. We and our partners are still developing our product candidates, and we have not
completed development of any products. Our revenue to date has been primarily revenue from the license of our proprietary therapeutic platforms for the
development of product candidates by others or revenue from our strategic partners. Our ability to generate revenue and achieve profitability depends in
large part on our ability, alone or with our strategic partners, to achieve milestones and to successfully complete the development of, obtain the necessary
regulatory approvals for, and commercialize, product candidates. We do not anticipate generating revenue from sales of products for the foreseeable future.

We will require substantial additional funding, which may not be available to us on acceptable terms, or at all, and, if not available, may require us to
delay, scale back, or cease our product development programs or operations.

We are currently advancing two of our product candidates through clinical development as well as other potential product candidates through discovery and
preclinical development. Developing pharmaceutical products, including conducting preclinical studies and clinical trials, is expensive. In order to obtain
regulatory approval, we will be required to conduct clinical trials for each indication for each of our product candidates. We will continue to require
additional funding to complete the development
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and commercialization of our product candidates and to continue to advance the development of our other product candidates, and such funding may not be
available on acceptable terms or at all.

Our future funding requirements will depend on many factors, including: 

• the number and characteristics of other product candidates that we pursue;

• the scope, progress, timing, cost and results of research, preclinical development, and clinical trials;

• the costs, timing and outcome of seeking and obtaining FDA and non-U.S. regulatory approvals;

• the costs associated with manufacturing our product candidates and establishing sales, marketing and distribution capabilities;

• our ability to maintain, expand and defend the scope of our intellectual property portfolio, including the amount and timing of any payments we
may be required to make in connection with the licensing, filing, defense and enforcement of any patents or other intellectual property rights;

• our need and ability to hire additional management, scientific and medical personnel;

• the effect of competing products that may limit market penetration of our product candidates;

• our need to implement additional internal systems and infrastructure, including financial and reporting systems; and

• the economic and other terms, timing of and success of our existing strategic partnerships, and any collaboration, licensing, or other arrangements
into which we may enter in the future, including the timing of receipt of any milestone or royalty payments under these agreements.

Until we can generate a sufficient amount of product revenue to finance our cash requirements, which we may never do, we expect to finance future cash
needs primarily through a combination of public and private equity offerings, debt financings, strategic partnerships and grant funding.

If sufficient funds on acceptable terms are not available when needed, or at all, we could be forced to significantly reduce operating expenses and delay,
scale back or eliminate one or more of our development programs or our business operations.

Raising additional capital may cause dilution to our shareholders, restrict our operations or require us to relinquish substantial rights.

To the extent that we raise additional capital through the sale of equity or convertible debt securities, our shareholders’ ownership interest will be diluted,
and the terms of these new securities may include liquidation or other preferences that adversely affect our shareholders’ rights as common shareholders.
Debt financing, if available at all, may involve agreements that include covenants limiting or restricting our ability to take specific actions such as incurring
additional debt, making capital expenditures, or declaring dividends. If we raise additional funds through partnerships, collaborations, strategic alliances, or
licensing arrangements with third parties, we may have to relinquish valuable rights to our technologies, product candidates, or future revenue streams, or
grant licenses on terms that are not favorable to us. We cannot assure that we will be able to obtain additional funding if and when necessary. If we are
unable to obtain adequate financing on a timely basis, we could be required to delay, scale back or eliminate one or more of our development programs or
grant rights to develop and market product candidates that we would otherwise prefer to develop and market ourselves.

Risks Related to Our Dependence on Third Parties

Our existing strategic partnerships are important to our business, and future strategic partnerships will likely also be important to us. If we are unable
to maintain our strategic partnerships, or if these strategic partnerships are not successful, our business could be adversely affected.

We have limited capabilities for drug development and do not yet have any capability for sales, marketing or distribution. Accordingly, we have entered
into strategic partnerships with other companies that we believe can provide such capabilities, including our collaboration and license agreements with
Merck, Lilly, BMS, GSK, Daiichi Sankyo, Janssen, LEO, BeiGene and Iconic. These relationships also have provided us with non-dilutive funding for our
wholly owned pipeline and therapeutic
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platforms and we expect to receive additional funding under these strategic partnerships in the future. Our existing strategic partnerships, and any future
strategic partnerships we enter into, may pose a number of risks, including the following: 

• strategic partners have significant discretion in determining the efforts and resources that they will apply to these partnerships;

• strategic partners may not perform their obligations as expected;

• strategic partners may not pursue development and commercialization of any product candidates that achieve regulatory approval or may elect not
to continue or renew development or commercialization programs based on clinical trial results, changes in the partners’ strategic focus or
available funding, or external factors, such as an acquisition, that divert resources or create competing priorities;

• strategic partners may delay clinical trials, provide insufficient funding for a clinical trial program, stop a clinical trial or abandon a product
candidate, repeat or conduct new clinical trials or require a new formulation of a product candidate for clinical testing;

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

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

• a strategic partner with marketing and distribution rights to one or more of our product candidates that achieve regulatory approval may not
commit sufficient resources to the marketing and distribution of such product candidates;

• disagreements with strategic partners, including disagreements over proprietary rights, contract interpretation or the preferred course of
development, might cause delays or termination of the research, development or commercialization of product candidates, might lead to additional
responsibilities for us with respect to product candidates, or might result in litigation or arbitration, any of which would be time-consuming and
expensive;

• strategic partners may not properly maintain or defend our intellectual property rights or may use our proprietary information in such a way as to
invite litigation that could jeopardize or invalidate our intellectual property or proprietary information or expose us to potential litigation;

• strategic partners may infringe the intellectual property rights of third parties, which may expose us to litigation and potential liability;

• strategic partnerships may be terminated for the convenience of the partner and, if terminated, we could be required to raise additional capital to
pursue further development or commercialization of the applicable product candidates. For example, each of our collaboration and license
agreements with Merck, Lilly, BMS, GSK, Daiichi Sankyo, Janssen, LEO, BeiGene and Iconic may be terminated for convenience upon the
completion of a specified notice period;

• we may elect to enter into additional licensing or collaboration agreements to partner our product candidates in territories we currently retain, and
in the event we grant exclusive rights to such partners, we would be precluded from potential commercialization of our product candidates within
the territories in which we have a partner; and

• strategic partners may not have the ability or the development capabilities to perform their obligations as expected, including as a result of the
impact of the COVID-19 pandemic on our strategic partners’ operations or business.

If our strategic partnerships do not result in the successful development and commercialization of product candidates or if one of our partners terminates its
agreement with us, we may not receive any future research funding or milestone or royalty payments under the collaboration. If we do not receive the
funding we expect under our strategic partnership agreements, our development of our therapeutic platforms and product candidates could be delayed and
we may need additional resources to develop product candidates and our therapeutic platforms.

We face significant competition in seeking new strategic partners.

For some of our product candidates, we may in the future determine to collaborate with additional pharmaceutical and biotechnology companies for
development and potential commercialization of therapeutic products. Our ability to reach a definitive agreement for a collaboration will depend, among
other things, upon our assessment of the strategic partner’s resources and expertise, the terms and conditions of the proposed collaboration and the
proposed strategic partner’s evaluation of a number
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of factors. These factors may include the design or results of clinical trials, the likelihood of approval by the FDA or similar regulatory authorities outside
the United States, the potential market for the subject product candidate, the costs and complexities of manufacturing and delivering such product candidate
to patients, the potential of competing products, the existence of uncertainty with respect to our ownership of technology, which can exist if there is a
challenge to such ownership without regard to the merits of the challenge, and industry and market conditions generally. The strategic partner may also
consider alternative product candidates or technologies for similar indications that may be available to collaborate on and whether such a collaboration
could be more attractive than the one with us for our product candidate.

Strategic partnerships are complex and time-consuming to negotiate and document. In addition, there have been a significant number of recent business
combinations among large pharmaceutical companies that have resulted in a reduced number of potential future strategic partners. If we are unable to reach
agreements with suitable strategic partners on a timely basis, on acceptable terms, or at all, we may have to curtail the development of a product candidate,
reduce or delay one or more of our other development programs, delay potential commercialization or reduce the scope of any sales or marketing activities,
or increase our expenditures and undertake development or commercialization activities at our own expense. If we elect to fund and undertake development
or commercialization activities on our own, we may need to obtain additional expertise and additional capital, which may not be available to us on
acceptable terms or at all. If we fail to enter into strategic partnerships and do not have sufficient funds or expertise to undertake the necessary development
and commercialization activities, we may not be able to further develop our product candidates or bring them to market or continue to develop our
therapeutic platforms and our business may be materially and adversely affected.

We rely on third-party manufacturers to produce our product candidates and on other third parties to provide supplies and store, monitor and transport
bulk drug substance and drug product. We and our third-party partners may encounter difficulties with respect to these activities that could delay or
impair our ability to initiate or complete our clinical trials or commercialize approved products.

We do not currently own or operate any manufacturing facilities. We rely on our strategic partners to manufacture product candidates licensed to them or
work with multiple third-party contract manufacturers to produce sufficient quantities of materials required for the manufacture of our product candidates
for preclinical testing and clinical trials, in compliance with applicable regulatory and quality standards, and intend to do so for the commercial
manufacture of our products. If we are unable to arrange for such third-party manufacturing sources, or fail to do so on commercially reasonable terms, we
may not be able to successfully produce sufficient supply of product candidate or we may be delayed in doing so. Such failure or substantial delay could
materially harm our business.

The manufacture of biopharmaceutical products is complex and requires significant expertise and capital investment, including the development of
advanced manufacturing techniques and process controls. The process of manufacturing our product candidates is susceptible to product loss due to
contamination, equipment failure or improper installation or operation of equipment, vendor or operator error, contamination and inconsistency in yields,
variability in product characteristics and difficulties in scaling the production process. Even minor deviations from normal manufacturing processes could
result in reduced production yields, product defects and other supply disruptions. If microbial, viral or other contaminations are discovered in our product
candidates or in the third-party manufacturing facilities in which our product candidates are made, such manufacturing facilities may need to be closed for
an extended period of time to investigate and remedy the contamination. All of our engineered antibodies are manufactured by utilizing cells that are stored
in a cell bank. We have one master cell bank and one working cell bank utilized for each antibody manufactured in accordance with cGMP. While we
believe we would have adequate back up at a secondary storage location, should any cell bank be lost in a catastrophic event, it is possible that we could
lose part of a cell bank and have our manufacturing potentially impacted by the need to replace the cell bank. Any adverse developments affecting
manufacturing operations for our product candidates, if any are approved, may result in shipment delays, inventory shortages, lot failures, product
withdrawals or recalls, or other interruptions in the supply of our products. We may also have to take inventory write-offs and incur other charges and
expenses for products that fail to meet specifications, undertake costly remediation efforts or seek more costly manufacturing alternatives.

Furthermore, reliance on third-party manufacturers entails risks to which we would not be subject if we manufactured product candidates ourselves,
including reliance on the third party for regulatory compliance and quality control and assurance, volume production, the possibility of breach of the
manufacturing agreement by the third party because of factors beyond our control (including a failure to manufacture our product candidates in accordance
with our product specifications) and the possibility of termination or nonrenewal of the agreement by the third party at a time that is costly or damaging to
us. In addition, the FDA, EMA and other regulatory authorities require that our product candidates be manufactured according to cGMP and similar foreign
standards. Pharmaceutical manufacturers and their subcontractors are required to register their facilities or products manufactured at the time of submission
of the marketing application and then annually thereafter with the FDA and certain state and foreign agencies. They are also subject to periodic
unannounced inspections by the FDA, state and other foreign authorities. Any
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subsequent discovery of problems with a product, or a manufacturing or laboratory facility used by us or our strategic partners, may result in restrictions on
the product or on the manufacturing or laboratory facility, including marketed product recall, suspension of manufacturing, product seizure, or a voluntary
withdrawal of the drug from the market. We may have little to no control regarding the occurrence of third-party manufacturer incidents. Any failure by our
third-party manufacturers to comply with cGMP or failure to scale up manufacturing processes, including any failure to deliver sufficient quantities of
product candidates in a timely manner, could lead to a delay in, or failure to obtain, regulatory approval of any of our product candidates.

In addition to third-party manufacturers, we rely on other third parties to store, monitor and transport bulk drug substance and drug product. If we are
unable to arrange for such third-party sources, or fail to do so on commercially reasonable terms, we may not be able to successfully supply sufficient
product candidate or we may be delayed in doing so. Such failure or substantial delay could materially harm our business.

In addition, disruptions to ports and other shipping infrastructure, due in part to the impact of the ongoing COVID-19 pandemic, may result in shortages or
delays impacting the availability of materials and other supplies, which could negatively impact our manufacturers, suppliers and other third parties on
whom we rely. While we have not yet suffered any direct, material negative impacts from these ongoing supply chain disruptions, we cannot be certain that
we will not be impacted, which could increase our costs or negatively impact our development timelines.

We rely on third parties to monitor, support, conduct and oversee clinical trials of the product candidates that we are developing and, in some cases, to
maintain regulatory files for those product candidates. We may not be able to obtain regulatory approval for our product candidates or commercialize
any products that may result from our development efforts if we are not able to maintain or secure agreements with such third parties on acceptable
terms, if these third parties do not perform their services as required, or if these third parties fail to timely transfer any regulatory information held by
them to us.

We rely on entities outside of our control, which may include academic institutions, CROs, hospitals, clinics and other third-party strategic partners, to
monitor, support, conduct and oversee preclinical studies and clinical trials of our current and future product candidates. We also rely on third parties to
perform clinical trials on our current and future product candidates when they reach that stage. As a result, we have less control over the timing and cost of
these studies and the ability to recruit trial subjects than if we conducted these trials with our own personnel.

If we are unable to maintain or enter into agreements with these third parties on acceptable terms, or if any such engagement is terminated prematurely, we
may be unable to enroll patients on a timely basis or otherwise conduct our trials in the manner we anticipate. In addition, there is no guarantee that these
third parties will devote adequate time and resources to our studies or perform as required by our contract or in accordance with regulatory requirements,
including maintenance of clinical trial information regarding our product candidates. If these third parties fail to meet expected deadlines, fail to transfer to
us any regulatory information in a timely manner, fail to adhere to protocols or fail to act in accordance with regulatory requirements or our agreements
with them, or if they otherwise perform in a substandard manner or in a way that compromises the quality or accuracy of their activities or the data they
obtain, then clinical trials of our product candidates may be extended or delayed with additional costs incurred, or our data may be rejected by the FDA,
EMA or other regulatory agencies.

Ultimately, we are responsible for ensuring that each of our clinical trials is conducted in accordance with the applicable protocol, legal, regulatory and
scientific standards, and our reliance on third parties does not relieve us of our regulatory responsibilities.

We and our CROs are required to comply with cGCP regulations and guidelines enforced by the FDA, the competent authorities of the member states of
the EU and comparable foreign regulatory authorities for products in clinical development. Regulatory authorities enforce these cGCP regulations through
periodic inspections of clinical trial sponsors, principal investigators and clinical trial sites. If we or any of our CROs fail to comply with applicable cGCP
regulations, the clinical data generated in our clinical trials may be deemed unreliable and our submission of marketing applications may be delayed or the
FDA may require us to perform additional clinical trials before approving our marketing applications. Upon inspection, the FDA could determine that any
of our clinical trials fail or have failed to comply with applicable cGCP regulations. In addition, our clinical trials must be conducted with product produced
under the cGMP regulations enforced by the FDA, and our clinical trials may require a large number of test subjects. Our failure to comply with these
regulations may require us to repeat clinical trials, which would delay the regulatory approval process and increase our costs. Moreover, our business may
be implicated if any of our CROs violates federal or state fraud and abuse or false claims laws and regulations or healthcare privacy and security laws.

If any of our clinical trial sites terminate for any reason, we may experience the loss of follow-up information on patients enrolled in our ongoing clinical
trials unless we are able to transfer the care of those patients to another qualified clinical trial site. Further,
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if our relationship with any of our CROs is terminated, we may be unable to enter into arrangements with alternative CROs on commercially reasonable
terms, or at all.

Switching or adding CROs or other suppliers can involve substantial cost and require extensive management time and focus. In addition, there is a natural
transition period when a new CRO or supplier commences work. As a result, delays may occur, which can materially impact our ability to meet our desired
clinical development timelines. If we are required to seek alternative supply arrangements, the resulting delays and potential inability to find a suitable
replacement could materially and adversely impact our business.

We rely on third parties for various operational and administrative aspects of our business, including for certain cloud-based software platforms, which
impact our financial, operational and research activities. If any of these third parties fail to provide timely, accurate and ongoing service or if the
cloud-based platforms suffer outages that we are unable to mitigate, our business may be adversely affected.

We currently rely upon third-party consultants and contractors to provide certain operational and administrative services, including external financial, legal,
clinical and research consultation. The failure of any of these third parties to provide accurate and timely service may adversely impact our business
operations. In addition, if such third-party service providers were to cease operations, temporarily or permanently, face financial distress or other business
disruption, or increase their fees, or if our relationships with these providers deteriorate, we could suffer increased costs until an equivalent provider could
be found, if at all, or we could develop internal capabilities, if ever.

In addition, if we are unsuccessful in choosing or finding high-quality partners, if we fail to negotiate cost-effective relationships with them, or if we
ineffectively manage these relationships, it could have an adverse impact on our business and financial performance.

Further, our operations depend on the continuing and efficient operation of our information technology and communications systems and infrastructure, and
specifically on “cloud-based” platforms. These platforms are vulnerable to damage or interruption from earthquakes, vandalism, sabotage, terrorist attacks,
floods, fires, power outages, telecommunications failures, and computer viruses or other deliberate attempts to harm the systems. The occurrence of a
natural or intentional disaster, any decision to close a facility we are using without adequate notice, or particularly an unanticipated problem at our cloud-
based virtual server facility, could result in harmful interruptions in our service, resulting in adverse effects to our business.

Risks Related to Our Intellectual Property

Our commercial success depends significantly on our ability to operate without infringing the patents and other proprietary rights of third parties.

Our success will depend in part on our ability to operate without infringing the proprietary rights of third parties. Other entities may have or obtain patents
or proprietary rights that could limit our ability to make, use, sell, offer for sale or import our future approved products or impair our competitive position.
For example, certain patents and patent applications held by third parties cover Fab and Fc region engineering methods for bispecific antibodies, and
antibodies having mutations in Fab heavy and light chain regions and Fc regions to generate correctly paired bispecific antibodies. If our products or our
strategic partners’ products incorporate any Fab or Fc region mutations covered by any claims of these patents or patents that may issue from these
applications, and if licenses for them are not available on commercially reasonable terms or at all, and we are unable to invalidate or render unenforceable
those patents, our business could be materially harmed.

We are also aware of third-party patents and patent applications containing claims directed to compositions and methods for treating various forms of
cancer with antibodies targeting HER2, alone or in combination with other anti-cancer agents, which patents and applications could potentially be
construed to cover our product candidates and the use thereof to treat cancer. If our products or our strategic partners’ products were to be found to infringe
any such patents, and if licenses for them are not available on commercially reasonable terms, or at all, and we were unable to invalidate or render
unenforceable those patents, our business could be materially harmed. These patents may not expire before we receive marketing authorization for our
product candidates, and could delay the commercial launch of one or more future products. There is also no assurance that there are not third-party patents
or patent applications of which we are aware, but which we do not believe are relevant to our business, which may, nonetheless, ultimately be found to limit
our ability to make, use, sell, offer for sale or import our future approved products or impair our competitive position.
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Patents that we may ultimately be found to infringe could be issued to third parties. Third parties may have or obtain valid and enforceable patents or
proprietary rights that could block us from developing product candidates using our technology. Our failure to obtain a license to any patent covering any
technology that we require may materially harm our business, financial condition and results of operations. Moreover, our failure to maintain a license to
any patent covering any technology that we require may also materially harm our business, financial condition and results of operations. Furthermore, we
would be exposed to a threat of litigation.

In the pharmaceutical industry, significant litigation and other proceedings regarding patents, patent applications, trademarks and other intellectual property
rights are commonplace. Any such lawsuits and proceedings could be costly and could affect our results of operations and divert the attention of our
management and scientific personnel. Some of our competitors may be able to sustain the cost of such litigation and proceedings more effectively than we
can because of their substantially greater resources. There is a risk that a court would decide that we or our strategic partners are infringing a third party’s
patents and would order us or our strategic partners to stop the activities or stop the manufacture, use, or sale of any product covered by the patents. In that
event, we or our strategic partners may not have a viable alternative to the technology protected by the patent and may need to halt work on the affected
product candidate or cease commercialization of an approved product. In addition, there is a risk that a court would order us or our strategic partners to pay
third-party damages or some other monetary award, depending upon the jurisdiction. An adverse outcome in any litigation or other proceeding could
subject us to significant liabilities to third parties, potentially including treble damages and attorneys’ fees if we are found to have willfully infringed, and
we may be required to cease using the technology that is at issue or to license the technology from third parties. We may not be able to obtain any required
licenses on commercially acceptable terms or at all. Any of these outcomes could have a material adverse effect on our business.

If we are unable to obtain, maintain and enforce patent and trade secret protection for our product candidates and related technology, our business
could be materially harmed.

Our strategy depends on our ability to identify and seek patent protection for our discoveries. This process is expensive and time consuming, and we may
not be able to file and prosecute all necessary or desirable patent applications at a reasonable cost or in a timely manner or in all jurisdictions where
protection may be commercially advantageous. It is also possible that we will fail to identify patentable aspects of our research and development output
before it is too late to obtain patent protection. Moreover, in some circumstances, we may not have the right to control the preparation, filing and
prosecution of patent applications, or to maintain the patents, covering technology that we have licensed from third parties. Therefore, our owned or in-
licensed patents and patent applications may not be prosecuted and enforced in a manner consistent with the best interests of our business. Our patent
applications cannot be enforced against third parties practicing the technology claimed in such applications unless, and until, patents issue from such
applications, and then only to the extent the issued claims cover the technology. The patent applications that we own or in-license may fail to result in
issued patents with claims that cover our current and future product candidates in the United States or in other countries.

Moreover, the patent position of biopharmaceutical companies generally is highly uncertain, involves complex legal and factual questions and has been the
subject of much litigation. The issuance of a patent does not ensure that it is valid or enforceable. Third parties may challenge the validity, enforceability or
scope of our issued patents, and such patents may be narrowed, invalidated, circumvented, or deemed unenforceable. In addition, changes in law may
introduce uncertainty in the enforceability or scope of patents owned by biotechnology companies. If our patents are narrowed, invalidated or held
unenforceable, third parties may be able to commercialize our technology or products and compete directly with us without payment to us. There is no
assurance that all potentially relevant prior art relating to our patents and patent applications has been found, and such prior art could potentially invalidate
one or more of our patents or prevent a patent from issuing from one or more of our pending patent applications. There is also no assurance that there is not
prior art of which we are aware, but which we do not believe affects the validity or enforceability of a claim in our patents and patent applications, which
may, nonetheless, ultimately be found to affect the validity or enforceability of a claim.

Furthermore, even if our patents are unchallenged, they may not adequately protect our intellectual property, provide exclusivity for our product candidates,
prevent others from designing around our claims or provide us with a competitive advantage. The legal systems of certain countries do not favor the
aggressive enforcement of patents, and the laws of other countries may not allow us to protect our inventions with patents to the same extent as the laws of
the United States. Because patent applications in the United States and many other jurisdictions are typically not published until 18 months after filing, or
in some cases not at all, and because publications of discoveries in scientific literature lag behind actual discoveries, we cannot be certain that we were the
first to make the inventions claimed in our issued patents or pending patent applications, or that we were the first to file for protection of the inventions set
forth in our patents or patent applications. As a result, we may not be able to obtain or maintain protection for certain inventions. Therefore, the issuance,
validity, enforceability, scope and commercial value of our patents in
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the United States and in other countries cannot be predicted with certainty and, as a result, any patents that we own or license may not provide sufficient
protection against competitors. We may not be able to obtain or maintain patent protection from our pending patent applications, from those we may file in
the future, or from those we may license from third parties. Moreover, even if we are able to obtain patent protection, such patent protection may be of
insufficient scope to achieve our business objectives. In addition, the issuance of a patent does not give us the right to practice the patented invention. Third
parties may have blocking patents that could prevent us from marketing our own patented product and practicing our own patented technology.

Our patents covering one or more of our products or product candidates could be found invalid or unenforceable if challenged.

Any of our intellectual property rights could be challenged or invalidated despite measures we take to obtain patent and other intellectual property
protection with respect to our product candidates and proprietary technology. For example, if we were to initiate legal proceedings against a third party to
enforce a patent covering one of our product candidates, the defendant could counterclaim that our patent is invalid and/or unenforceable. In patent
litigation in the United States and in some other jurisdictions, defendant counterclaims alleging invalidity and/or unenforceability are commonplace.
Grounds for a validity challenge could be an alleged failure to meet any of several statutory requirements, for example, lack of novelty, obviousness or non-
enablement. Grounds for an unenforceability assertion could be an allegation that someone connected with prosecution of the patent withheld material
information from the U.S. Patent and Trademark Office (“USPTO”) or the applicable foreign counterpart, or made a misleading statement, during
prosecution. A litigant or the USPTO itself could challenge our patents on this basis even if we believe that we have conducted our patent prosecution in
accordance with the duty of candor and in good faith. The outcome following such a challenge is unpredictable.

With respect to challenges to the validity of our patents, for example, there might be invalidating prior art, of which we and the patent examiner were
unaware during prosecution. If a defendant were to prevail on a legal assertion of invalidity and/or unenforceability, we would lose at least part, and
perhaps all, of the patent protection on a product candidate. Even if a defendant does not prevail on a legal assertion of invalidity and/or unenforceability,
our patent claims may be construed in a manner that would limit our ability to enforce such claims against the defendant and others. The cost of defending
such a challenge, and any resulting loss of patent protection, could have a material adverse impact on one or more of our product candidates and our
business.

Enforcing our intellectual property rights against third parties may also cause such third parties to file other counterclaims against us, which could be costly
to defend and could require us to pay substantial damages, cease the use, manufacture, or sale of certain products or enter into a license agreement and pay
royalties (which may not be possible on commercially reasonable terms or at all). Any efforts to enforce our intellectual property rights are also likely to be
costly and may divert the efforts of our scientific and management personnel.

Our intellectual property rights will not necessarily provide us with competitive advantages.

The degree of future protection afforded by our intellectual property rights is uncertain because intellectual property rights have limitations, and may not
adequately protect our business, or permit us to maintain our competitive advantage. The following examples are illustrative: 

• others may be able to make compounds that are similar to our product candidates but that are not covered by the claims of the patents that we or
our strategic partners own or have exclusively licensed;

• others may independently develop similar or alternative technologies without infringing our intellectual property rights;

• issued patents that we own or have exclusively licensed may not provide us with any competitive advantages, or may be held invalid or
unenforceable, as a result of legal challenges by our competitors;

• we may obtain patents for certain compounds many years before we obtain marketing approval for products containing such compounds, and
because patents have a limited life, which may begin to run prior to the commercial sale of the related product, the commercial value of our
patents may be limited;

• our competitors might conduct research and development activities in countries where we do not have patent rights and then use the information
learned from such activities to develop competitive products for sale in our major commercial markets;

• we may fail to develop additional proprietary technologies that are patentable;
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• the laws of certain foreign countries may not protect our intellectual property rights to the same extent as the laws of the United States, or we may
fail to apply for or obtain adequate intellectual property protection in all the jurisdictions in which we operate; and

• the patents of others may have an adverse effect on our business, for example by preventing us from marketing one or more of our product
candidates for one or more indications.

Any of the aforementioned threats to our competitive advantage could have a material adverse effect on our business.

We may become involved in lawsuits to protect or enforce our patents and trade secrets, which could be expensive, time consuming and unsuccessful.

Third parties may seek to market biosimilar versions of any approved products. Alternatively, third parties may seek approval to market their own products
similar to or otherwise competitive with our product candidates. In these circumstances, we may need to defend or assert our patents, including by filing
lawsuits alleging patent infringement. The outcome following legal assertions of invalidity and unenforceability is unpredictable. In any of these types of
proceedings, a court or agency with jurisdiction may find our patents invalid or unenforceable. Even if we have valid and enforceable patents, these patents
still may not provide protection against competing products or processes sufficient to achieve our business objectives.

Even after they have issued, our patents and any patents that we license may be challenged, narrowed, invalidated or circumvented. If our patents are
invalidated or otherwise limited or will expire prior to the commercialization of our product candidates, other companies may be better able to develop
products that compete with ours, which could adversely affect our competitive business position, business prospects and financial condition. In addition, if
the breadth or strength of protection provided by our patents and patent applications is threatened, it could dissuade companies from collaborating with us
to license, develop or commercialize current or future product candidates.

The following are examples of litigation and other adversarial proceedings or disputes that we could become a party to involving our patents or patents
licensed to us: 

• we or our strategic partners may initiate litigation or other proceedings against third parties to enforce our patent or trade secret rights;

• third parties may initiate litigation or other proceedings seeking to invalidate patents owned by or licensed to us or to obtain a declaratory
judgment that their product or technology does not infringe our patents or patents licensed to us;

• third parties may initiate opposition or reexamination proceedings challenging the validity or scope of our patent rights, requiring us or our
strategic partners and/or licensors to participate in such proceedings to defend the validity and scope of our patents;

• there may be a challenge or dispute regarding inventorship or ownership of patents or trade secrets currently identified as being solely or co-
owned by us or by a licensor who has granted a license to us;

• the USPTO may initiate an interference between patents or patent applications owned by or licensed to us and those of our competitors, requiring
us or our strategic partners and/or licensors to participate in an interference proceeding to determine the priority of invention, which could
jeopardize our patent rights; or

• third parties may seek approval to market biosimilar versions of our future approved products prior to expiration of relevant patents owned by or
licensed to us, requiring us to defend our patents, including by filing lawsuits alleging patent infringement.

These lawsuits and proceedings would be costly and could affect our results of operations and divert the attention of our managerial and scientific
personnel. Adversaries in these proceedings may have the ability to dedicate substantially greater resources to prosecuting these legal actions than we or
our licensors can. There is a risk that a court or administrative body would decide that our patents are invalid, unenforceable or not infringed or trade
secrets not misappropriated by a third party’s activities, or that the scope of certain issued claims must be further limited. An adverse outcome in a litigation
or proceeding involving our own patents or trade secrets could limit our ability to assert our patents or trade secrets against these or other competitors,
affect our ability to receive royalties or other licensing consideration from our licensees, and may curtail or preclude our ability to exclude third parties
from making, using and selling similar or competitive products. Any of these occurrences could adversely affect our competitive business position,
business prospects and financial condition.
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We may not be able to prevent, alone or with our licensors or licensees, infringement or misappropriation of our intellectual property rights, particularly in
countries where the laws may not protect those rights as fully as in the United States. Any litigation or other proceedings to enforce our intellectual
property rights may fail, and even if successful, may result in substantial costs and distract our management and other employees.

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

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

• others may be able to develop a platform that is similar to, or better than, ours in a way that is not covered by the claims of our patents;

• others may be able to make compounds that are similar to our product candidates but that are not covered by the claims of our patents;

• we might not have been the first to make the inventions covered by patents or pending patent applications;

• we might not have been the first to file patent applications for these inventions;

• any patents that we obtain may not provide us with any competitive advantages or may ultimately be found invalid or unenforceable; or

• we may not develop additional proprietary technologies that are patentable or that afford meaningful trade secret protection.

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

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

If we do not obtain protection under the Hatch-Waxman Amendments and similar legislation in other countries for extending the term of patents
covering each of our product candidates, our business may be materially harmed.

Depending upon the timing, duration and conditions of FDA marketing approval of our product candidates, one or more of our U.S. patents may be eligible
for limited patent term extension under the Drug Price Competition and Patent Term Restoration Act of 1984, referred to as the Hatch-Waxman
Amendments. The Hatch-Waxman Amendments permit a patent term extension of up to five years for a patent covering an approved product as
compensation for effective patent term lost during product development and the FDA regulatory review process. However, we may not receive an
extension if we fail to apply within applicable deadlines, fail to apply prior to expiration of relevant patents or otherwise fail to satisfy applicable
requirements. Moreover, the length of the extension could be less than we request. If we are unable to obtain patent term extension or the term of any such
extension is less than we request, the period during which we can enforce our patent rights for that product will be shortened and our competitors may
obtain approval to market competing products sooner. As a result, our revenue from applicable products could be reduced, possibly materially. Further, if
this occurs, our competitors may take advantage of our investment in development and trials by referencing our clinical and preclinical data and launch
their product earlier than might otherwise be the case.

If we are unable to protect the confidentiality of our proprietary information, the value of our technology and products could be adversely affected.

In addition to patent protection, we also rely on other proprietary rights, including protection of trade secrets, and other proprietary information. For
example, we treat our confidential and proprietary computational technologies, including unpatented
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know-how and other proprietary information, as trade secrets. We enter into confidentiality agreements with our employees, consultants, strategic partners
and others upon the commencement of their relationships with us. These agreements provide that all confidential information developed by the individual
or made known to the individual by us during the course of the individual’s relationship with us be kept confidential and not disclosed to third parties. Our
agreements with employees and our personnel policies also provide that any inventions conceived by the individual in the course of rendering services to us
shall be our exclusive property. However, we may not obtain these agreements in all circumstances, and individuals with whom we have these agreements
may not comply with their terms. We cannot guarantee that we have entered into such agreements with each party that has or may have had access to, or
houses or hosts, our trade secrets or proprietary information or that has been involved in the development of intellectual property. Further, despite such
agreements, such inventions or confidential information may become disclosed or assigned to third parties. Monitoring unauthorized uses and disclosures is
difficult and we do not know whether the steps we have taken to protect our proprietary technologies will be effective. Enforcing a claim that a party
illegally disclosed or misappropriated a trade secret is difficult, expensive and time-consuming, and the outcome is unpredictable. In addition, some courts
inside and outside the United States are less willing or unwilling to protect trade secrets. In the event of unauthorized use or disclosure of our trade secrets
or proprietary information, these agreements, even if obtained, may not provide meaningful protection, particularly for our trade secrets or other
confidential information. To the extent that our employees, consultants or contractors use technology or know-how owned by third parties in their work for
us, disputes may arise between us and those third parties as to the rights in such technology or know-how or in related inventions. To the extent that an
individual who is not obligated to assign rights in intellectual property to us is rightfully an inventor of intellectual property, we may need to obtain an
assignment or a license to that intellectual property from that individual, or a third party or from that individual’s assignee. Such assignment or license may
not be available on commercially reasonable terms or at all.

We also seek to preserve the integrity and confidentiality of our data and trade secrets by maintaining physical security of our premises and physical and
electronic security of our information technology systems and cloud storage sources, but such security measures may be breached, including through cyber-
hacking or cyberattacks, and we may not have adequate remedies for any breach.

Enforcing a claim that a party illegally disclosed or misappropriated a trade secret is difficult, expensive and time-consuming and the outcome is
unpredictable. The disclosure of our trade secrets would impair our competitive position and may materially harm our business, financial condition and
results of operations. Costly and time-consuming litigation could be necessary to enforce and determine the scope of our proprietary rights, and failure to
maintain trade secret protection could adversely affect our competitive business position. In addition, if any of our trade secrets were to be lawfully
obtained or independently developed by a competitor, we would have no right to prevent such third party, or those to whom they communicate such
technology or information, from using that technology or information to compete with us. If any of our trade secrets were to be disclosed to or
independently developed by a competitor, or if we otherwise lose protection for our trade secrets or proprietary know-how, the value of this information
may be greatly reduced and our business and competitive position could be harmed. Adequate remedies may not exist in the event of unauthorized use or
disclosure of our proprietary information.

As is common in the biotechnology and pharmaceutical industries, we employ individuals who were previously or concurrently employed at research
institutions and/or other biotechnology or pharmaceutical companies, including our competitors or potential competitors. We may be subject to claims that
these employees, or we, have inadvertently or otherwise used or disclosed trade secrets or other proprietary information of their former employers, or that
patents and applications we have filed to protect inventions of these employees, even those related to one or more of our product candidates, are rightfully
owned by their former or concurrent employer. Litigation may be necessary to defend against these claims. Such trade secrets or other proprietary
information could be awarded to a third party, and we could be required to obtain a license from such third party to commercialize our technology or
products. Such license may not be available on commercially reasonable terms or at all. Even if we are successful in defending against these claims,
litigation could result in substantial costs and be a distraction to management.

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

Periodic maintenance fees, renewal fees, annuity fees and various other governmental fees on patents or applications will be due to the USPTO and various
foreign patent offices at various points over the lifetime of our patents or applications. We have systems in place to remind us to pay these fees, and we rely
on our outside patent annuity service to pay these fees when due. Additionally, the USPTO and various foreign patent offices require compliance with a
number of procedural, documentary, fee payment and other similar provisions during the patent application process. We employ reputable law firms and
other professionals to help us comply, and in many cases an inadvertent lapse can be cured by payment of a late fee or by other means
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in accordance with rules applicable to the particular jurisdiction. However, there are situations in which noncompliance can result in abandonment or lapse
of the patent or patent application, resulting in partial or complete loss of patent rights in the relevant jurisdiction. If such an event were to occur, it could
have a material adverse effect on our business.

We may be subject to claims challenging the inventorship of our patents and other intellectual property.

Although we are not currently experiencing any claims challenging the inventorship or ownership of our patents, we may in the future be subject to claims
that former employees, strategic partners or other third parties have an interest in our patents or other intellectual property as an inventor or co-inventor.
While it is our policy to require our employees and contractors who may be involved in the conception or development of intellectual property to execute
agreements assigning such intellectual property to us, we may be unsuccessful in executing such an agreement with each party who, in fact, conceives or
develops intellectual property that we regard as our own. For example, the assignment of intellectual property rights may not be self-executing or the
assignment agreements may be breached, or we may have inventorship disputes arise from conflicting obligations of consultants or others who are involved
in developing our product candidates. Litigation may be necessary to defend against these and other claims challenging inventorship. If we fail in defending
any such claims, in addition to paying monetary damages, we may lose valuable intellectual property rights, such as exclusive ownership of, or right to use,
valuable intellectual property. Even if we are successful in defending against such claims, litigation could result in substantial costs and be a distraction to
management and other employees.

Patent protection and patent prosecution for some of our product candidates may be dependent on, and the ability to assert patents and defend them
against claims of invalidity may be maintained by, third parties.

There may be times in the future when certain patents that relate to our product candidates or any approved products are controlled by our licensees or
licensors. Although we may, under such arrangements, have rights to consult with our strategic partners on actions taken as well as back-up rights of
prosecution and enforcement, we have in the past and may in the future relinquish rights to prosecute and maintain patents and patent applications within
our portfolio as well as the ability to assert such patents against infringers.

If any current or future licensee or licensor with rights to prosecute, assert or defend patents related to our product candidates fails to appropriately
prosecute and maintain patent protection for patents covering any of our product candidates, or if patents covering any of our product candidates are
asserted against infringers or defended against claims of invalidity or unenforceability in a manner that adversely affects such coverage, our ability to
develop and commercialize any such product candidate may be adversely affected and we may not be able to prevent competitors from making, using and
selling competing products.

Changes in patent laws or patent jurisprudence could diminish the value of patents in general, thereby impairing our ability to protect our products.

The patent positions of pharmaceutical and biotechnology companies can be highly uncertain and involve complex legal and factual questions for which
important legal principles remain unresolved. Changes in either the patent laws or in the interpretations of patent laws in the United States and other
countries may diminish the value of our intellectual property. We cannot predict the breadth of claims that may be allowed or found to be enforceable in our
patents, in our strategic partners’ patents or in third-party patents. Recent U.S. Supreme Court rulings have either narrowed the scope of patent protection
available in certain circumstances or weakened the rights of patent owners in certain situations. In addition to increasing uncertainty with regard to our
ability to obtain patents in the future, this has created uncertainty with respect to the validity, scope and value of patents, once obtained.

For our U.S. patent applications containing a priority claim after March 16, 2013, there is a greater level of uncertainty in the patent law. In September
2011, the Leahy-Smith America Invents Act, also known as the America Invents Act (“AIA”), was signed into law. The AIA includes a number of
significant changes to U.S. patent law, including provisions that affect the way patent applications will be prosecuted and may also affect patent litigation.
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The AIA and its implementation could increase the uncertainties and costs surrounding the prosecution of our patent applications and the enforcement or
defense of our issued patents, all of which could have an adverse effect on our business. An important change introduced by the AIA is that, as of
March 16, 2013, the United States transitioned to a “first-to-file” system for deciding which party should be granted a patent when two or more patent
applications are filed by different parties disclosing or claiming the same invention. A third party that has filed, or files a patent application in the USPTO
after March 16, 2013, but before us, could be awarded a patent covering a given invention, even if we had made the invention before it was made by the
third party. This requires us to be cognizant of the time from invention to filing of a patent application.

Among some of the other changes introduced by the AIA are changes that limit where a patentee may file a patent infringement suit and providing
opportunities for third parties to challenge any issued patent in the USPTO. This applies to all of our U.S. patents, even those issued before March 16,
2013. Because of a lower evidentiary standard in USPTO proceedings compared to the evidentiary standard in U.S. federal court necessary to invalidate a
patent claim, a third party could potentially provide evidence in a USPTO proceeding sufficient for the USPTO to hold a claim invalid even though the
same evidence would be insufficient to invalidate the claim if first presented in a district court action. Accordingly, a third party may attempt to use the
USPTO procedures to invalidate our patent claims that would not have been invalidated if first challenged by the third party as a defendant in a district
court action.

Depending on decisions by the U.S. Congress, the U.S. federal courts, the USPTO or similar authorities in foreign jurisdictions, the laws and regulations
governing patents could change in unpredictable ways that may weaken our and our licensors’ ability to obtain new patents or to enforce existing patents
we and our licensors or partners may obtain in the future.

We may not be able to protect our intellectual property rights throughout the world.

Filing, prosecuting and defending patents on product candidates in all countries throughout the world would be prohibitively expensive, and our intellectual
property rights in some countries outside the United States can be less extensive than those in the United States. In addition, the laws of some countries do
not protect intellectual property rights to the same extent as laws in the United States. Consequently, we may not be able to prevent third parties from
practicing our inventions in all countries outside the United States, or from selling or importing products made using our inventions in and into the United
States or other jurisdictions. Competitors may use our technologies in jurisdictions where we have not obtained patent protection to develop their own
products and further, may export otherwise infringing products to territories where we have patent protection, but enforcement is not as strong as that in the
United States. These products may compete with our current or future products, if any, and our patents or other intellectual property rights may not be
effective or sufficient to prevent them from competing. Recent U.S. Supreme Court cases have narrowed the scope of what is considered patentable subject
matter, for example, in the areas of software and diagnostic methods involving the association between treatment outcome and biomarkers. This could
impact our ability to patent certain aspects of our technology in the United States.

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

Additionally, the requirements for patentability may differ in certain countries. For example, China has a heightened requirement for patentability, and
specifically requires a detailed description of medical uses of a claimed drug. In India, unlike the United States, there is no link between regulatory
approval of a drug and its patent status. In addition to India, certain countries in Europe and developing countries, including China, have compulsory
licensing laws under which a patent owner may be compelled to grant licenses to third parties. In those countries, we and our licensors may have limited
remedies if patents are infringed or if we or our licensors are compelled to grant a license to a third party, which could materially diminish the value of
those patents. This could limit our potential revenue opportunities. Accordingly, our efforts to enforce intellectual property rights around the world may be
inadequate to obtain a significant commercial advantage from the intellectual property that we own or license.
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We use open source software in connection with our internal research and development programs, which could negatively affect our ability to develop
products and subject us to litigation or other actions.

We use open source software in connection with our internal research and development programs. The terms of many open source licenses have not been
interpreted by U.S. courts or courts outside of the U.S., and there is a risk that these licenses could be construed in a way that could impose unanticipated
conditions or restrictions on our ability to use this software. As a result, we could be subject to lawsuits by parties claiming ownership of what we believe
to be open source software, or claiming that software we developed using such open source software is a derivative work of open source software and
demanding the release of portions of our source code, or otherwise seeking to enforce the terms of the applicable open source license. Litigation could be
costly for us to defend, have a negative effect on our financial condition and results of operations or require us to devote additional research and
development resources to change our platform and offerings.

If we were to combine our proprietary software with open source software in a certain manner, we could, under certain open source licenses, be required to
release the source code of our proprietary software to the public. While we monitor our use of open source software and try to ensure that none is used in a
manner that would require us to disclose our proprietary source code or that would otherwise breach the terms of an open source agreement, such use could
inadvertently occur, or could be claimed to have occurred, in part because open source license terms are often ambiguous. If we inappropriately use open
source software, or if the license terms for open source software that we use change, we may be required to re-engineer our platform, incur additional costs,
discontinue the use of some or all of our platform or take other remedial actions.

In addition to risks related to license requirements, usage of open source software can lead to greater risks than use of third-party commercial software,
because open source licensors generally do not provide warranties or assurance of title or controls on origin of the software. In addition, many of the risks
associated with usage of open source software, such as the lack of warranties or assurances of title, cannot be eliminated, and could, if not properly
addressed, negatively affect our business. We have established processes to help alleviate these risks, including a review process for the use of open source
software, but we cannot be sure that all of our use of open source software is in a manner that is consistent with our current policies and procedures, or will
not subject us to liability. Any of these risks could be difficult to eliminate or manage and, if not addressed, could have an adverse effect on our business,
financial condition and results of operations.

We will need to obtain FDA approval for any proposed product candidate names, and any failure or delay associated with such approval may adversely
affect our business.

Any proprietary name or trademark we intend to use for our product candidates will require approval from the FDA regardless of whether we have secured
a formal trademark registration from the USPTO. The FDA typically conducts a review of proposed product candidate names, including an evaluation of
the potential for confusion with other product names. The FDA may also object to a product name if it believes the name inappropriately implies certain
medical claims or contributes to an overstatement of efficacy. If the FDA objects to any product candidate names we propose, we may be required to adopt
an alternative name for our product candidates. If we adopt an alternative name, we would lose the benefit of any existing trademark applications for such
product candidate and may be required to expend significant additional resources in an effort to identify a suitable product name that would qualify under
applicable trademark laws, not infringe the existing rights of third parties and be acceptable to the FDA. We may be unable to build a successful brand
identity for a new trademark in a timely manner or at all, which would limit our ability to commercialize our product candidates.

Risks Related to Additional Legal and Compliance Matters

Our employees may engage in misconduct or other improper activities, including noncompliance with regulatory standards and requirements and
insider trading.

We are exposed to the risk of employee fraud or other misconduct. Misconduct by employees could include intentional failures to comply with FDA
regulations, to provide accurate information to the FDA, to comply with federal and state health care fraud and abuse laws and regulations, to report
financial information or data accurately or to disclose unauthorized activities to us. In particular, sales, marketing and business arrangements in the health
care industry are subject to extensive laws and regulations intended to prevent fraud, misconduct, kickbacks, self-dealing and other abusive practices. These
laws and regulations may restrict or prohibit a wide range of pricing, discounting, marketing and promotion, sales commission, customer incentive
programs and other business arrangements. Employee misconduct could also involve the improper use of information obtained in the course of clinical
trials, which could result in regulatory sanctions and serious harm to our reputation. We have adopted a Code of Conduct and Business Ethics, but it is not
always possible to identify and deter employee misconduct, and the precautions we take to detect and prevent this activity may not be effective in
controlling unknown or unmanaged risks or losses
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or in protecting us from governmental investigations or other actions or lawsuits stemming from a failure to comply with these laws or regulations. If any
such actions are instituted against us, and we are not successful in defending ourselves or asserting our rights, those actions could have a significant impact
on our business, including the imposition of significant fines or other sanctions.

If we or our contractors or agents market products in a manner that violates healthcare fraud and abuse laws, or if we violate government price
reporting laws and transparency laws, we may be subject to civil or criminal penalties.

In addition to FDA restrictions on the marketing of pharmaceutical products, federal and state healthcare laws restrict certain business practices in the
biopharmaceutical industry. Although we currently do not have any products on the market, we may be subject, and if our product candidates are approved
and we begin commercialization will be subject, to additional healthcare laws and regulations enforced by the federal government and by authorities in the
states and foreign jurisdictions in which we conduct our business. These state and federal healthcare laws, commonly referred to as “fraud and abuse” laws,
have been applied in recent years to restrict certain marketing practices in the pharmaceutical industry, and include anti-kickback, false claims, data privacy
and security and transparency statutes and regulations.

Federal false claims laws prohibit, among other things, any person from knowingly presenting, or causing to be presented, a false claim for payment to the
federal government or knowingly making, or causing to be made, a false statement to get a false claim paid. The federal healthcare program anti-kickback
statute prohibits, among other things, knowingly and willfully offering, paying, soliciting or receiving remuneration to induce, or in return for, purchasing,
leasing, ordering or arranging for the purchase, lease or order of any healthcare item or service reimbursable under Medicare, Medicaid or other federally
financed healthcare programs. Most states also have statutes or regulations similar to the federal anti-kickback law and federal false claims laws, which
may apply to items such as pharmaceutical products and services reimbursed by private insurers. Administrative, civil and criminal sanctions may be
imposed under these federal and state laws.

The federal civil monetary penalties statute imposes penalties against any person or entity who, among other things, is determined to have presented or
caused to be presented a claim to a federal health program that the person knows or should know is for an item or service that was not provided as claimed
or is false or fraudulent.

HIPAA created new federal criminal statutes that prohibit knowingly and willfully executing, or attempting to execute, a scheme to defraud or obtain, by
means of false or fraudulent pretenses, representations, or promises, any of the money or property owned by, or under the custody or control of, any
healthcare benefit program, including private third-party payors, and knowingly and willfully falsifying, concealing or covering up a material fact or
making any materially false, fictitious or fraudulent statement in connection with the delivery of, or payment for, healthcare benefits, items or services.

In addition, we may be subject to data privacy and security regulation by both the federal government and the states in which we conduct our business.
HIPAA, as amended by HITECH, and its implementing regulations, imposes certain requirements relating to the privacy, security and transmission of
individually identifiable health information. Among other things, HITECH makes HIPAA’s security standards directly applicable to business associates—
independent contractors or agents of covered entities that receive or obtain protected health information in connection with providing a service on behalf of
a covered entity. HITECH also created four new tiers of civil monetary penalties, and newly empowered state attorneys general with the authority to
enforce HIPAA. In January 2013, the Office for Civil Rights of the U.S. Department of Health and Human Services issued the Final Omnibus Rule under
HIPAA pursuant to HITECH that makes significant changes to the privacy, security and breach notification requirements and penalties. The Final Omnibus
Rule generally took effect in September 2013 and enhances certain privacy and security protections, and strengthens the government’s ability to enforce
HIPAA. The Final Omnibus Rule also enhanced requirements for both covered entities and business associates regarding notification of breaches of
unsecured protected health information. In addition, state laws govern the privacy and security of health information in certain circumstances, many of
which differ from each other in significant ways. These state laws may not have the same effect and often are not preempted by HIPAA, thus complicating
compliance efforts.

Additionally, the PPACA also included the federal Physician Payments Sunshine Act, which requires applicable group purchasing organizations and
manufacturers of drugs, devices, biologics and medical supplies for which payment is available under Medicare, Medicaid or the Children’s Health
Insurance Program (with certain exceptions) to report annually information related to certain payments or other transfers of value made in the previous year
to covered recipients, including physicians, as defined by law, and teaching hospitals and, effective for data reported in 2022, expanded to include nurse
practitioners, physician assistants, clinical nurse specialists, certified registered nurse anesthetists and anesthesiologist assistants, and certified nurse-
midwives, including certain ownership and investment interests held by physicians or their immediate family members. Failure to comply
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with the required reporting requirements could subject applicable reporting entities such as manufacturers to substantial civil monetary penalties.

Also, many states have similar healthcare statutes or regulations that apply to items and services reimbursed under Medicaid and other state programs, or,
in several states, apply regardless of the payor. Certain states require pharmaceutical companies to implement a comprehensive compliance program that
includes a limit or outright ban on expenditures for, or payments to, individual medical or health professionals and/or require pharmaceutical companies to
track and report gifts and other payments made to physicians and other healthcare providers.

If our operations are found to be in violation of any of the healthcare laws or regulations described above or any other laws that apply to us, we may be
subject to penalties, including potentially significant criminal, civil or administrative penalties, damages, fines, disgorgement, individual imprisonment,
exclusion of products from reimbursement under government programs, contractual damages, reputational harm, administrative burdens, diminished profits
and future earnings or the curtailment or restructuring of our operations, any of which could adversely affect our ability to operate our business and our
results of operations. To the extent that any of our products will be sold in a foreign country, we may be subject to similar foreign laws and regulations,
which may include, for instance, applicable post-marketing requirements, including safety surveillance, fraud and abuse laws, and implementation of
corporate compliance programs and reporting of payments or transfers of value to healthcare professionals.

If we do not comply with laws regulating the protection of the environment and health and human safety, our business could be adversely affected.

Our research and development involves, and may in the future involve, the use of potentially hazardous materials and chemicals. Our operations may
produce hazardous waste products. Although we believe that our safety procedures for handling and disposing of these materials comply with the standards
mandated by local, state and federal laws and regulations, the risk of accidental contamination or injury from these materials cannot be eliminated. If an
accident occurs, we could be held liable for resulting damages, which could be substantial. We are also subject to numerous environmental, health and
workplace safety laws and regulations and fire and building codes, including those governing laboratory procedures, exposure to blood-borne pathogens,
use and storage of flammable agents and the handling of biohazardous materials. Although we maintain workers’ compensation insurance as prescribed by
Washington State and the Province of British Columbia to cover us for costs and expenses we may incur due to injuries to our employees resulting from the
use of these materials, this insurance may not provide adequate coverage against potential liabilities. We do not maintain insurance for environmental
liability or toxic tort claims that may be asserted against us. Additional federal, state and local laws and regulations affecting our operations may be adopted
in the future. We may incur substantial costs to comply with, and substantial fines or penalties if we violate, any of these laws or regulations.

Risks Related to Employee Matters and Managing Growth

Our future success depends on our ability to retain key executives and to attract, retain and motivate qualified personnel.

We are highly dependent on the research and development, clinical and business expertise of Dr. Ali Tehrani, Ph.D., our President and Chief Executive
Officer, and other members of our senior management, scientific and clinical teams. Although we have entered into employment agreements with our
executive officers, each of them may terminate their employment with us at any time. The loss of the services of our executive officers or other key
employees could impede the achievement of our research, development and commercialization objectives and seriously harm our ability to successfully
implement our business strategy.

Recruiting and retaining qualified scientific, clinical, manufacturing and sales and marketing personnel will also be critical to our success. In addition, we
will need to expand and effectively manage our managerial, operational, financial, development and other resources in order to successfully pursue our
research, development and commercialization efforts for our existing and future product candidates. Furthermore, replacing executive officers and key
employees may be difficult and may take an extended period of time because of the limited talent pool in our industry due to the breadth of skills and
experience required to successfully develop, gain regulatory approval of and commercialize products. Intense competition for attracting key skill-sets may
limit our ability to retain and motivate these key personnel on acceptable terms. We also experience competition for the hiring of scientific and clinical
personnel from universities and research institutions. In addition, we rely on consultants and advisors, including scientific and clinical advisors, to assist us
in formulating our research and development and commercialization strategy. Our consultants and advisors may be employed by employers other than us
and may have commitments under consulting or advisory contracts with other entities that may limit their availability. If we are unable to continue to attract
and retain high quality personnel, our ability to pursue our growth strategy will be limited.
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As we advance our development and commercialization plans and strategies, we anticipate that we will need to grow our organization, and we may
experience difficulty in managing this growth, which could disrupt our operations.

As of September 30, 2021, we had 455 full-time employees. As we advance our development and commercialization plans and strategies, we anticipate that
we will need to expand our employee base for managerial, operational, financial and other resources. Additionally, as our product candidates enter and
advance through preclinical studies and any clinical trials, we anticipate that we will need to expand our development, manufacturing, regulatory sales and
marketing capabilities or contract with other organizations to provide these capabilities for us. Future growth would impose significant added
responsibilities on members of management, including the need to identify, recruit, maintain, motivate and integrate additional employees. Also, our
management may need to divert a disproportionate amount of their attention away from our day-to-day activities and devote a substantial amount of time to
managing these growth activities. We may not be able to effectively manage the expansion of our operations, which may result in weaknesses in our
infrastructure, give rise to operational errors, loss of business opportunities, loss of employees and reduced productivity amongst remaining employees. Our
expected growth could require significant capital expenditures and may divert financial resources from other projects, such as the development of existing
and additional product candidates. If our management is unable to effectively manage our growth, our expenses may increase more than expected, our
ability to generate or grow revenue could be reduced and we may not be able to implement our business strategy. Our future financial performance and our
ability to commercialize our product candidates and compete effectively with others in our industry will depend on our ability to effectively manage any
future growth.

Risks Related to Our Common Shares

Our share price is likely to be volatile and the market price of our common shares may drop below the price paid by shareholders.

Investors should consider an investment in our common shares as risky and invest only if they can withstand a significant loss and wide fluctuations in the
market value of their investment. Some of the factors that may cause the market price of our common shares to fluctuate or decrease include: 

• results and timing of our clinical trials and clinical trials of our competitors’ products;

• failure or discontinuation of any of our development programs;

• issues in manufacturing our product candidates or future approved products;

• regulatory developments or enforcement in the United States and foreign countries with respect to our product candidates or our competitors’
products;

• competition from existing products or new products that may emerge;

• developments or disputes concerning patents or other proprietary rights;

• introduction of technological innovations or new commercial products by us or our competitors;

• announcements by us, our strategic partners or our competitors of significant acquisitions, strategic partnerships, joint ventures, or capital
commitments;

• changes in estimates or recommendations by securities analysts that cover our common shares;

• fluctuations in the valuation of companies perceived by investors to be comparable to us;

• public concern over our product candidates or any future approved products;

• litigation;

• future sales of our common shares;

• share price and volume fluctuations attributable to inconsistent trading volume levels of our common shares;

• additions or departures of key personnel;

• changes in the structure of health care payment systems in the United States or other countries;

• failure of any of our product candidates, if approved, to achieve commercial success;

• economic and other external factors or other disasters or crises, such as the COVID-19 pandemic;

• period-to-period fluctuations in our financial condition and results of operations, including the timing of receipt of any milestone or other
payments under commercialization or licensing agreements;
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• general market conditions and market conditions for biopharmaceutical stocks;

• overall fluctuations in U.S. equity markets; and

• other factors that may be unanticipated or out of our control.

In addition, the stock market in general, and the stock of biopharmaceutical companies in particular, have experienced extreme price and volume
fluctuations that have often been unrelated or disproportionate to the operating performance of the relevant companies, including recently in connection
with the ongoing COVID-19 pandemic, which has resulted in increased volatility and decreased stock prices for many companies notwithstanding the lack
of a fundamental change in their underlying business models or prospects. Broad market and industry factors, including potentially worsening economic
conditions and other adverse effects or developments relating to the ongoing COVID-19 pandemic, may negatively affect the market price of our common
shares, regardless of our actual operating performance. The realization of any of the above risks or any of a broad range of other risks, including those
described in this “Risk Factors” section, could have a material adverse effect on the market price of our common shares.

An active trading market for our common shares may not be sustained.

An active trading market for our shares may not be sustained. If an active market for our common shares does not continue, it may be difficult for our
shareholders to sell their shares without depressing the market price for the shares or sell their shares at or above the prices at which they acquired their
shares or sell their shares at the time they would like to sell. Any inactive trading market for our common shares may also impair our ability to raise capital
to continue to fund our operations by selling shares and may impair our ability to acquire other companies or technologies by using our shares as
consideration.

Substantial future sales of our common shares, or the perception that these sales could occur, may cause the price of our common shares to drop
significantly, even if our business is performing well.

A large volume of sales of our common shares could decrease the prevailing market price of our common shares and could impair our ability to raise
additional capital through the sale of equity securities in the future. Even if a substantial number of sales of our common shares does not occur, the mere
perception of the possibility of these sales could depress the market price of our common shares and have a negative effect on our ability to raise capital in
the future.

We do not anticipate paying cash dividends, and accordingly, shareholders must rely on share appreciation for any return on their investment.

We have never paid any dividends on our common shares. We currently intend to retain our future earnings, if any, to fund the development and growth of
our business and do not anticipate that we will declare or pay any cash dividends on our common shares in the foreseeable future. As a result, capital
appreciation, if any, of our common shares will be the sole source of gain on investment in our common shares for the foreseeable future. Investors seeking
cash dividends should not invest in our common shares.

We are governed by the corporate laws of Canada, which in some cases have a different effect on shareholders than the corporate laws of the United
States.

We are governed by the Business Corporations Act (British Columbia) (“BCBCA”) and other relevant Canadian laws, which may affect the rights of
shareholders differently than those of a company governed by the laws of a U.S. jurisdiction, and may, together with our charter documents, have the effect
of delaying, deferring or discouraging another party from acquiring control of our company by means of a tender offer, a proxy contest or otherwise, or
may affect the price an acquiring party would be willing to offer in such an instance. The material differences between the BCBCA and Delaware General
Corporation Law (“DGCL”) that may have the greatest such effect include the following: (i) for certain corporate transactions (such as mergers and
amalgamations or amendments to our articles) the BCBCA generally requires the voting threshold to be a special resolution approved by 66 2/3% of
shareholders, or as set out in the articles, as applicable, whereas DGCL generally only requires a majority vote; and (ii) under the BCBCA a holder of 5%
or more of our common shares can requisition a special meeting of shareholders, whereas such right does not exist under the DGCL. Investors may find our
company and our common shares less attractive because we are governed by foreign laws.
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U.S. civil liabilities may not be enforceable against us, our directors, our officers or certain experts named in our Annual Report on Form 10-K.

We are governed by the BCBCA and our principal place of business is in Canada. Certain of our directors and officers, as well as certain experts named in
our Annual Report on Form 10-K, reside outside of the United States, and all or a substantial portion of their assets as well as all or a substantial portion of
our assets are located outside the United States. As a result, it may be difficult for investors to effect service of process within the United States upon us and
such directors, officers and experts or to enforce judgments obtained against us or such persons, in U.S. courts, in any action, including actions predicated
upon the civil liability provisions of U.S. federal securities laws or any other laws of the United States. Additionally, rights predicated solely upon civil
liability provisions of U.S. federal securities laws or any other laws of the United States may not be enforceable in original actions, or actions to enforce
judgments obtained in U.S. courts, brought in Canadian courts, including courts in the Province of British Columbia. Furthermore, provisions in our articles
provide that, unless we consent in writing to the selection of an alternative forum, the Supreme Court of British Columbia and the appellate courts
therefrom, to the fullest extent permitted by law, will be the sole and exclusive forum for certain actions or proceedings brought against us, our directors
and/or our officers. These provisions may limit our shareholders’ ability to bring a claim against us in a judicial forum that our shareholders consider
favorable or convenient for such disputes and may discourage lawsuits with respect to such claims.

U.S. holders of the company’s shares may suffer adverse U.S. federal income tax consequences if we are characterized as a passive foreign investment
company.

Generally, we will be a “passive foreign investment company” (“PFIC”) for U.S. federal income tax purposes for any taxable year if either (i) at least 75%
of our gross income is passive income or (ii) at least 50% of the average quarterly value of our assets is attributable to assets that produce passive income or
are held for the production of passive income. For purposes of these tests, passive income generally includes dividends, interest, gains from the sale of
investment property, and certain rents and royalties. If we are a PFIC for any taxable year during which a U.S. holder holds our common shares, such U.S.
holder may suffer adverse U.S. federal income tax consequences. Additionally, if we are a PFIC for any taxable year during which a U.S. holder holds our
common shares, we will generally continue to be treated as a PFIC with respect to such U.S. holder for all succeeding taxable years during which such U.S.
holder holds our common shares (unless certain elections are made), even if we cease to satisfy the PFIC tests described above.

We believe that we were not classified as a PFIC for the taxable year ended December 31, 2020. However, whether we are a PFIC for the current taxable
year or any future taxable year is a fact-intensive determination made on an annual basis and based on the application of complex U.S. federal income tax
rules that are subject to differing interpretations. U.S. holders should consult their own tax advisors regarding the tax consequences if we are a PFIC for any
taxable year.

Our principal shareholders, in aggregate, could exert substantial control over us which could delay or prevent a change in corporate control or result
in the entrenchment of management or the board of directors.

Our principal shareholders, being our shareholders that beneficially own (or upon exercise of convertible securities would own) 10% or more of our
common shares, together with their affiliates and related persons, in aggregate, own or could acquire (contingent upon the exercise of convertible securities
they own) approximately 13.5% of our outstanding common shares as of September 30, 2021 (3.7% excluding the exercise of convertible securities). Our
directors and named executive officers beneficially own, in the aggregate, approximately 5.0% of our outstanding common shares as of September 30,
2021. Our principal shareholders, if acting together (with or without our directors and named executive officers), may have the ability to exert substantial
control over the outcome of matters submitted to our shareholders for approval, including the election and removal of directors and any merger or sale of
all or substantially all of our assets. In addition, our principal shareholders, if acting together (with or without our directors and named executive officers),
may have the ability to exert substantial control over the management and affairs of our company. Accordingly, this concentration of ownership could harm
the market price of our common shares by: 

• delaying, deferring, or preventing a change in control;

• entrenching our management or the board of directors;

• impeding a merger, takeover, or other business combination involving us; or

• discouraging a potential acquirer from making a tender offer or otherwise attempting to obtain control of us.
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Provisions in our corporate charter documents and Canadian law could make an acquisition of us, which may be beneficial to our shareholders, more
difficult and may prevent attempts by our shareholders to replace or remove our current management and/or limit the market price of our common
shares.

Provisions in our notice of articles and articles, as well as certain provisions under the BCBCA, and applicable Canadian securities laws, may discourage,
delay or prevent a merger, acquisition or other change in control of us that shareholders may consider favorable, including transactions in which they might
otherwise receive a premium for their common shares. These provisions include the establishment of a staggered board of directors, which divides the
board into three groups, with directors in each group serving a three-year term. The existence of a staggered board can make it more difficult for
shareholders to replace or remove incumbent members of our board of directors. As such, these provisions could also limit the price that investors might be
willing to pay in the future for our common shares, thereby depressing the market price of our common shares. In addition, because our board of directors
is responsible for appointing the members of our management team, these provisions may frustrate or prevent any attempts by our shareholders to replace
or remove our current management by making it more difficult for shareholders to replace members of our board of directors. Among other things, these
provisions include the following: 

• shareholders cannot amend our articles unless such amendment is approved by shareholders holding at least a majority of the shares entitled to
vote on such approval;

• our board of directors may, without shareholder approval, issue preferred shares having any terms, conditions, rights, preferences and privileges as
the board of directors may determine; and

• shareholders must give advance notice to nominate directors or to submit proposals for consideration at shareholders’ meetings.

General Risk Factors

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

Under the Sarbanes-Oxley Act of 2002, we are required to establish and maintain effective internal control over financial reporting and adequate disclosure
controls and procedures. Effective internal control over financial reporting is necessary for us to provide reliable financial reports and, together with
adequate disclosure controls and procedures, are designed to prevent fraud. Even if our management concludes that our internal control over financial
reporting is effective, our independent registered public accounting firm may conclude that there are material weaknesses or significant deficiencies with
respect to our internal controls or the level at which our internal controls are documented, designed, implemented or reviewed. Undetected material
weaknesses in our internal controls could lead to financial statement restatements and require us to incur the expense of remediation. Inferior internal
controls could also cause investors to lose confidence in our reported financial information, which could have a negative effect on the trading price of our
common shares. Furthermore, if we cannot provide reliable financial reports or prevent fraud, including as a result of remote working by our employees in
connection with COVID-19 and related public health safety measures, our business and results of operations would likely be materially and adversely
affected.

We are at risk of securities class action litigation.

Securities class action litigation has often been brought against companies following a decline in the market price of their securities. This risk is especially
relevant for us because biotechnology companies have experienced significant stock price volatility in recent years. If we face such litigation, it could result
in substantial costs and a diversion of management’s attention and resources, which could materially harm our business.

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

The trading market for our common shares will depend on the research and reports that securities or industry analysts publish about us or our business. We
do not have any control over these analysts. We cannot assure that analysts will cover us or provide accurate or favorable coverage. If one or more of the
analysts who cover us downgrade our stock or change their opinion of our common shares negatively, our share price would likely decline. If one or more
of these analysts cease coverage of our company or fail to regularly publish reports on us, we could lose visibility in the financial markets, which could
cause our share price or trading volume to decline. Moreover, the research and reports that analysts publish may suggest a price for our common shares
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that does not fully or accurately reflect the true value of our company. Furthermore, even if such analyst publications are favorable, these reports could
have negative consequences for us.

Item 2.    Unregistered Sales of Equity Securities and Use of Proceeds

None.

Item 3.    Defaults upon Senior Securities

None.

Item 4.    Mine Safety Disclosures

Not applicable.

Item 5.    Other Information

None.
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Item 6.    Exhibits

Exhibit No. Description

3.1 Notice of Articles of Registrant (incorporated by reference to Exhibit 4.2 to the Company's Registration Statement on Form S-8 (File No.
333-257819), originally filed with the SEC on July 9, 2021.

3.2 Form of Articles of the Registrant (incorporated by reference to Exhibit 3.2 to the Company’s Registration Statement on Form F-1 (File
No. 333-217100), originally filed with the SEC on April 17, 2017).

4.1 Specimen common share certificate (incorporated by reference to Exhibit 4.1 to the Company’s Registration Statement on Form F-1 (File
No. 333-217100), originally filed with the SEC on April 24, 2017).

31.1 Certification of Chief Executive Officer pursuant to Rule 13a-14(a) or 15d-14(a) of the Securities Exchange Act of 1934.

31.2 Certification of Chief Financial Officer pursuant to Rule 13a-14(a) or 15d-14(a) of the Securities Exchange Act of 1934.

32.1 Certification of the Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002.

32.2 Certification of the Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002.

99.1* Fourth Amendment to Collaboration Agreement, dated August 4, 2021, by and between the Registrant, Celgene Corporation and Celgene
Alpine Investment Co. LLC.

99.2* Second Amendment to License and Collaboration Agreement, dated August 10, 2021, by and between the Registrant and BeiGene Ltd.
99.3* Second Amendment to Collaboration and Cross License Agreement, effective July 2, 2021, by and between the Registrant and Daiichi

Sankyo Company, Limited (incorporated by reference to Exhibit 99.8 to the Company’s Quarterly Report on Form 10-Q for the
quarter ended June 30, 2021 (File No. 001-38068), originally filed with the SEC on August 4, 2021).

101 The following materials from the Registrant’s Quarterly Report on Form 10-Q for the period ended September 30, 2021, formatted in
Inline XBRL (Inline eXtensible Business Reporting Language): (i) Condensed Consolidated Balance Sheets at September 30, 2021
(unaudited) and December 31, 2020 (audited), (ii) Condensed Consolidated Statements of Loss and Comprehensive Loss for the three
and nine month periods ended September 30, 2021 and 2020 (unaudited), (iii) Condensed Consolidated Statements of Changes in
Shareholders' Equity for the three and nine month periods ended September 30, 2021 and 2020 (unaudited), (v) Condensed
Consolidated Statements of Cash Flows for the nine month periods ended September 30, 2021 and 2020 (unaudited) and (vi) Notes to
the Interim Condensed Consolidated Financial Statements (unaudited)

104 Cover Page Interactive Data File (formatted as Inline XBRL and contained in Exhibit 101).

* Certain portions of this exhibit (indicated by “[…***…]”) have been omitted as Zymeworks has determined (i) the omitted information is
not material and (ii) the omitted information would likely cause harm to Zymeworks if publicly disclosed
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.

ZYMEWORKS INC.

By: /s/ Ali Tehrani
Name: Ali Tehrani
Title: President and Chief Executive Officer and Director

(Principal Executive Officer)
Date: November 3, 2021

By: /s/ Neil Klompas
Name: Neil Klompas
Title: Executive Vice President, Business Operations and

Chief Financial Officer (Principal Financial Officer
and Principal Accounting Officer)

Date: November 3, 2021
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Exhibit 31.1

CERTIFICATION
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Ali Tehrani, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Zymeworks Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for
the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to
the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting. 

Date: November 3, 2021

/s/ Ali Tehrani
Chief Executive Officer



Exhibit 31.2

CERTIFICATION
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Neil Klompas, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Zymeworks Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for
the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to
the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Date: November 3, 2021

/s/ Neil Klompas
Chief Financial Officer



Exhibit 32.1

SECTION 906 CERTIFICATION

Pursuant to section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of section 1350, chapter 63 of title 18, United States Code) in
connection with the Quarterly Report on Form 10-Q of Zymeworks Inc. for the quarterly period ended September 30, 2021 as filed with the Securities and
Exchange Commission on the date hereof (the “Report”), the undersigned officer hereby certifies, to such officer’s knowledge, that: 

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of Zymeworks Inc.
/s/ Ali Tehrani
Name: Ali Tehrani
Title: Chief Executive Officer
Date: November 3, 2021

This certification accompanies the Report pursuant to § 906 of the Sarbanes-Oxley Act of 2002 and shall not, except to the extent required by the Sarbanes-
Oxley Act of 2002, be deemed “filed” by the Company for purposes of §18 of the Securities Exchange Act of 1934, as amended, or otherwise subject to the
liability of that section.



Exhibit 32.2

SECTION 906 CERTIFICATION

Pursuant to section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of section 1350, chapter 63 of title 18, United States Code) in
connection with the Quarterly Report on Form 10-Q of Zymeworks Inc. for the quarterly period ended September 30, 2021 as filed with the Securities and
Exchange Commission on the date hereof (the “Report”), the undersigned officer hereby certifies, to such officer’s knowledge, that: 

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of Zymeworks Inc.
/s/ Neil Klompas
Name:  Neil Klompas
Title: Chief Financial Officer
Date: November 3, 2021

This certification accompanies the Report pursuant to § 906 of the Sarbanes-Oxley Act of 2002 and shall not, except to the extent required by the Sarbanes-
Oxley Act of 2002, be deemed “filed” by the Company for purposes of §18 of the Securities Exchange Act of 1934, as amended, or otherwise subject to the
liability of that section.



CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT HAS BEEN OMITTED BECAUSE IT IS BOTH (I) NOT MATERIAL AND (II)
WOULD LIKELY CAUSE COMPETITIVE HARM TO ZYMEWORKS INC. IF PUBLICLY DISCLOSED. INFORMATION THAT HAS BEEN OMITTED HAS

BEEN NOTED IN THIS DOCUMENT WITH A PLACEHOLDER IDENTIFIED BY THE MARK “[…***…]”.

CONFIDENTIAL

FOURTH AMENDMENT TO
COLLABORATION AGREEMENT

This Fourth Amendment (the “Amendment”) to the Agreement (as defined below), is entered into as of August 4, 2021 (the “Amendment
Effective Date”), by and between CELGENE CORPORATION, a corporation organized and existing under the laws of Delaware, with its
principal business office located at 86 Morris Avenue, Summit, NJ 07901, USA (“Celgene Corp.”), CELGENE ALPINE INVESTMENT
CO. LLC (“Celgene Alpine” and, together with Celgene Corp., “Celgene”) and ZYMEWORKS INC., a corporation organized and
existing under the laws of British Columbia, having an address at 540-1385 West 8th Avenue, Vancouver, BC, Canada V6H 3V9
(“Zymeworks”). Zymeworks and Celgene are each referred to individually as a “Party” and together as the “Parties”.

BACKGROUND

A. Celgene and Zymeworks entered into that certain Collaboration Agreement dated December 23, 2014, as amended on May 29, 2017,
March 31, 2020 and June 22, 2020 (the “Agreement”) pursuant to which the Parties are conducting the Research Program (as defined in
the Agreement) and Zymeworks granted certain licenses to Celgene under the Zymeworks Intellectual Property (as defined in the
Agreement).

B. The Parties now desire to amend the Agreement to reflect the Parties’ agreement that a “Sequence Pair” and “Target Pair” may include
more than two Sequences or Targets, respectively, and that Sequences may include […***…] , all as set forth herein.

    NOW THEREFORE, in consideration of the mutual covenants and agreements contained herein below, the sufficiency of which is
acknowledged by both Parties, the Parties agree as follows as of the Amendment Effective Date:

AGREEMENT

1. Definitions. Unless otherwise defined in this Amendment, initially capitalized terms used herein shall have the meanings given to them
in the Agreement.

2. […***…]  Definition. Section 1.26 of the Agreement is hereby deleted in its entirety and replaced with the following:

 Competitive Information – Technical Information.
 Competitive Information – Other Commercially Sensitive Terms.

1

2

1

2



“1.26    “[…***…] ” means Celgene’s […***…]  with respect to the Zymeworks Platform for all […***…]  or […***…] , as
applicable, that are […***…]  to any given Collaboration Sequence Group, as further described in Section 3.4. For clarity, […***…]
will be examined with respect to […***…]  of the […***…] , and only those […***…]  or […***…]  that are […***…]
examined individually shall be […***…]  to Celgene. Notwithstanding anything herein to the contrary, […***…]  with respect to […
***…]  shall only provide […***…]  with respect to the application of the Zymeworks Platform to […***…] .”

3. Sequence Definition. Section 1.49 of the Agreement is hereby deleted in its entirety and replaced with the following:

“1.49    “Sequence” means (a) an antibody amino acid sequence corresponding only to the […***…]  that is Directed To […***…]
or (b) a non-antibody […***…]  amino acid sequence that is Directed To […***…] .”

4. Sequence Pair Definition. Section 1.50 of the Agreement is hereby deleted in its entirety and replaced with the following:

“1.50    “Sequence Group” means (a) two (2) or more Sequences in combination, which include at least two (2) […***…]  and may
include additional Sequences (including […***…] ) (“[…***…] ”), each
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 Competitive Information – Other Commercially Sensitive Terms.
 Competitive Information – Technical Information.
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of which is Directed To […***…]  or […***…]  or (b) one or more […***…]  without any […***…]  (“[…***…] ”), each of
which is Directed To […***…] .”

5. Target Pair Definition. Section 1.52 of the Agreement is hereby deleted in its entirety and replaced with the following:

“1.52    “Target Group” means two or more Targets in combination.”

6. References to Collaboration Sequence Pair, Sequence Pair and Target Pair. All references in the Agreement to each of the following
terms: Collaboration Sequence Pair, Sequence Pair and Target Pair, are hereby replaced with references to Collaboration Sequence
Group, Sequence Group and Target Group, respectively.

7. Section 2.1.1 Conduct of the Research Program. The following sentence is hereby added to the end of Section 2.1.1 of the Agreement:

“Notwithstanding the foregoing, with respect to any […***…] , the foregoing licenses shall only include rights to research and develop
Antibody frameworks generated from and incorporating such […***…]  and no […***…]  Directing such Antibody To […***…] .”

8. Section 2.1.2 Option. The following sentence is hereby added to the end of the first paragraph of Section 2.1.1 of the Agreement:

    “Notwithstanding the foregoing, with respect to any […***…] , the Commercial License shall only include the rights set forth in clauses
(a), (b) and (c) for Antibody frameworks generated from and incorporating such […***…]  and no […***…]  Directing such
Antibody To […***…] .”

9. Section 3.4. Collaboration Sequence Pairs; Definitions. Section 3.4 of the Agreement is hereby deleted in its entirety and replaced
with the following:

“3.4    Collaboration Sequence Groups; Definitions.    Subject to gatekeeping pursuant to Section 3.5, the Parties (through the JRC)
may select, in accordance with this Article 3 and during the Research
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Program Term, up to ten (10) Collaboration Sequence Groups for incorporation into Antibodies pursuant to the Workplan. To designate a
Sequence Group as a Collaboration Sequence Group, Celgene shall provide Zymeworks with written notice of such Sequence Group,
setting forth the Sequences included in such Sequence Group and the Target(s) To which they are Directed, and requesting that such
Sequence Group be submitted to gatekeeping (each, a “Designation Notice”). Each designated Sequence Group shall then be subject to
gatekeeping pursuant to Section 3.5 below, and if a designated Sequence Group is available in accordance with such gatekeeping, and is
further approved by the JRC, it then becomes a “Collaboration Sequence Group,” and Celgene shall have […***…]  with respect to
[…***…]  or […***…] , as applicable, in the Collaboration Sequence Groups; provided that, for so long as a Collaboration Sequence
Group is the Confidential Information of Celgene, Zymeworks shall not, for the purpose of avoiding […***…] , reverse engineer such
[…***…]  or […***…] , or otherwise start with such […***…]  or […***…]  and substitute one or more individual nucleic acids
and/or amino acids to create a […***…]  or […***…]  which is […***…]  to the […***…]  or […***…] . For clarity, the
foregoing shall not limit Zymeworks’ ability to apply the Zymeworks Platform (alone or in collaboration with a Third Party) to any
Sequence Group (or any subset of the Sequences within such Sequence Group) that is […***…]  to the Collaboration Sequence Group,
which Sequence Group (or any subset of the Sequences within such Sequence Group) is generated and provided to it by a Third Party
without access to the Collaboration Sequence Group through Zymeworks. For clarity, the Parties (through the JRC) may submit more
than ten (10) Sequence Groups for consideration as potential Collaboration Sequence Groups during the Research Program Term, but […
***…]  shall not arise until any given Sequence Group is actually designated as a Collaboration Sequence Group pursuant to this
Section 3.4 and Section 3.5. Accordingly, Zymeworks acknowledges that Celgene may be investigating Sequence Groups as potential
Collaboration Sequence Groups, which investigation may include use of the Zymeworks Platform. Subject to gatekeeping pursuant to
Section 3.5, the Parties (through the JRC) may freely change Collaboration Sequence Groups during the Research Program Term (e.g. by
proposing another Sequence Group in a new Designation Notice and if such Sequence Group passes gatekeeping, by then removing a
previously-designated Collaboration Sequence Group); provided that such changes shall not occur so frequently as to be unduly
burdensome to Zymeworks and that in no event shall Celgene have more than ten (10) Collaboration Sequence Groups at any given time.
Notwithstanding anything to the contrary herein, with respect to any Antibody (or Product incorporating such Antibody) generated
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through application of the Zymeworks Platform, in the event the Collaboration Sequence Group of such Antibody consists solely of one
or more […***…] , Celgene shall not include any […***…]  on such Antibody without first subjecting such […***…]  to
gatekeeping pursuant to Section 3.5 below; and, as between the Parties, Zymeworks shall retain the exclusive right under the Zymeworks
Intellectual Property to make, have made, use, sell, offer for sale, export and import, and have exported or imported antibodies, antibody
analogues and products comprising […***…]  and […***…]  that are not Collaboration Sequence Groups, including with […***…]
(whether or not such […***…]  are Collaboration Sequence Groups), itself or with or through Third Parties.”

10. Section 3.5.1. Section 3.5.1 is hereby deleted in its entirety and replaced with the following:

“3.5.1    The Parties (through the JRC) may select any Sequence Group as a Collaboration Sequence Group; provided that, at the time of
selection of such Sequence Group, Zymeworks is not, as of the date Zymeworks receives such Written Notice from Celgene:

        (a) contractually obligated to grant, or has not granted, to a Third Party rights with respect to products incorporating any of the
Sequences in such Sequence Group, or exclusive rights with respect to products Directed To the Target or Target Group (or any subset of
Targets within such Target Group) To which such Sequence Group is Directed as described in Section 3.5.3;

        (b) actively and in good faith engaged in negotiations with a Third Party regarding the development or commercialization of
products incorporating any of the Sequences in such Sequence Group […***…] ; or

        (c) actively performing or has performed […***…]  studies or […***…]  studies on its own behalf regarding the development or
commercialization of products incorporating any of the Sequences in such Sequence Group prior to the date of Celgene’s Designation
Notice concerning such Sequence Group.”

11. No Other Modifications. Except as specifically set forth in this Amendment, the terms and conditions of the Agreement shall remain in
full force and effect. No waiver of any obligation under this Amendment shall be effective unless it has been given in writing and signed
by the Party giving such waiver. No provision of this Amendment may be amended or modified other than by a written document signed
by authorized representatives of each Party.
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12. Miscellaneous. This Amendment, together with the Agreement, sets forth the entire agreement and understanding of the Parties as to the
subject matter hereof and supersedes all proposals, oral or written, and all other communications between the Parties with respect to such
subject matter. This Amendment may be executed by electronic signature and in two (2) or more counterparts, each of which shall be
deemed an original, but all of which together shall constitute one and the same instrument. This Amendment shall be governed by and
construed in accordance with the laws of the State of New York and the patent laws of the United States without reference to any rules of
conflict of laws.

[Remainder of page left blank intentionally; signature page to follow.]



IN WITNESS WHEREOF, the Parties intending to be bound have caused this Amendment to be executed by their duly authorized
representatives.

ZYMEWORKS INC.

By: /s/ Ali Tehrani
Name: Ali Tehrani, Ph.D.
Title: President & Chief Executive Officer

CELGENE CORPORATION

By: /s/ Ho Cho
Name: Ho Cho
Title: SVP Discovery Biotherapeutics

CELGENE ALPINE INVESTMENT CO. LLC

By: /s/ Kevin Mello
Name: Kevin Mello
Title: Manager



CERTAIN CONFIDENTIAL INFORMATION CONTAINED IN THIS DOCUMENT HAS BEEN OMITTED BECAUSE IT IS BOTH (I) NOT
MATERIAL AND (II) WOULD LIKELY CAUSE COMPETITIVE HARM TO ZYMEWORKS INC. IF PUBLICLY DISCLOSED. INFORMATION

THAT HAS BEEN OMITTED HAS BEEN NOTED IN THIS DOCUMENT WITH A PLACEHOLDER IDENTIFIED BY THE MARK
“[…***…]”.

CONFIDENTIAL

SECOND AMENDMENT TO
LICENSE AND COLLABORATION AGREEMENT

This Second Amendment (the “Amendment”) to the Agreement (as defined below), is entered into as of August 10, 2021 (the “Amendment
Effective Date”), by and between Zymeworks Inc., a corporation organized and existing under the laws of British Columbia
(“Zymeworks”), having a place of business at 540-1385 West 8th Avenue, Vancouver, BC, Canada V6H 3V9, and Beigene, Ltd., a Cayman
Island exempted company incorporated with limited liability (“BeiGene”), having a place of business at c/o Mourant Governance Services
(Cayman) Limited, 94 Solaris Avenue, Camana Bay, PO Box 1348, Grand Cayman KY1-1108, Cayman Islands. Zymeworks and BeiGene
are each referred to individually as a “Party” and together as the “Parties”.

BACKGROUND

A. Zymeworks and BeiGene entered into that certain License and Collaboration Agreement, dated November 26, 2018, as amended
pursuant that certain First Amendment to Collaboration Agreement dated effective March 29, 2021, pursuant to which BeiGene obtained
an exclusive license under certain patents and know-how controlled by Zymeworks to develop and commercialize Zymeworks’
proprietary bispecific HER2 antibody known as ZW25 in the Field in the Territory (the “Agreement”).

B. Zymeworks is conducting clinical development of the Licensed Product outside the Territory and wishes to expand the scope of its
clinical development of Licensed Product to include engaging sites in certain countries in the Territory as part of its global clinical trials
of the Licensed Product.

C. BeiGene wishes for Zymeworks to conduct such clinical development, all as further described below.

D. The Parties now desire to amend the Agreement as set forth herein.

    NOW THEREFORE, in consideration of the mutual covenants and agreements contained herein below, the sufficiency of which is
acknowledged by both Parties, the Parties agree as follows as of the Amendment Effective Date:

AGREEMENT

1. Definitions. Unless otherwise defined in this Amendment, initially capitalized terms used herein shall have the meanings given to them
in the Agreement.

2. Section 1.66. Definitions. Section 1.66 of the Agreement is hereby deleted in its entirety and replaced with the following, and all
references to the […***…]  in the Agreement shall be replaced with references to the […***…] :

 Competitive Information – Other Commercially Sensitive Terms.
 Competitive Information – Other Commercially Sensitive Terms.

1 2

1

2



“[…***…] ”

3. Section 6.1. Holder of Regulatory Approvals and Regulatory Submissions. Section 6.1 of the Agreement is hereby deleted in its
entirety and replaced with the following:

“6.1 Holder of Regulatory Approvals and Regulatory Submissions. BeiGene shall be the holder of Regulatory Approvals and
Regulatory Submission for Licensed Products in the Field in the Territory, […***…] . Zymeworks shall reasonably cooperate with
BeiGene, at BeiGene’s request and expense, to enable BeiGene to obtain any or all such Regulatory Approvals and Regulatory
Submissions. […***…] .”

4. No Other Modifications. Except as specifically set forth in this Amendment, the terms and conditions of the Agreement shall remain in
full force and effect. No waiver of any obligation under this Amendment shall be effective unless it has been given in writing and signed
by the Party giving such waiver. No provision of this Amendment may be amended or modified other than by a written document signed
by authorized representatives of each Party.

5. Miscellaneous. This Amendment, together with the Agreement, sets forth the entire agreement and understanding of the Parties as to the
subject matter hereof and supersedes all proposals, oral or written, and all other communications between the Parties with respect to such
subject matter. This Amendment may be executed in two (2) or more counterparts, each of which shall be deemed an original, but all of
which together shall constitute one and the same instrument. This Amendment shall be governed by and construed in accordance with the
laws of the State of New York and the patent laws of the United States without reference to any rules of conflict of laws.

[Remainder of page left blank intentionally; signature page to follow.]
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IN WITNESS WHEREOF, the Parties intending to be bound have caused this Amendment to be executed by their duly authorized
representatives.

ZYMEWORKS INC.

By: /s/ Ali Tehrani    
Name: Ali Tehrani, Ph.D.
Title: President & Chief Executive Officer

BEIGENE, LTD.

By: /s/ Angus J. Grant    
Name: Angus J. Grant
Title: Chief Business Executive

[Signature page to Second Amendment to License and Collaboration Agreement]
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