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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains “forward-looking statements” within the meaning of Section 21E of the Securities Exchange Act of
1934, as amended, or Exchange Act. We have based these forward-looking statements largely on our current expectations and projections about future
events and financial trends affecting the financial condition of our business. Forward-looking statements should not be read as a guarantee of future
performance or results and will not necessarily be accurate indications of the times at, or by, which such performance or results will be achieved. Forward-
looking statements are based on information available at the time those statements are made and/or management’s good faith beliefs as of that time with
respect to future events, and are subject to risks and uncertainties that could cause actual performance or results to differ materially from those expressed in
or suggested by the forward-looking statements.

Forward-looking statements include all statements that are not historical facts. In some cases, you can identify forward-looking statements by terms
such as “may,” “might,” “will,” “objective,” “intend,” “should,” “could,” “can,” “would,” “expect,” “believe,” “anticipate,” “project,” “target,” “design,”
“estimate,” “predict,” “potential,” “plan” or the negative of these terms, or similar expressions and comparable terminology intended to identify forward-
looking statements. These statements reflect our current views with respect to future events and are based on assumptions and subject to risks and
uncertainties, including those set forth under the section of this Quarterly Report on Form 10-Q titled “Part II, Item 1A — Risk Factors” and elsewhere in
this report. Forward-looking statements include, but are not limited to, statements about:

9« 2«

» «

« the success, cost and timing of our development activities, preclinical studies, clinical trials and regulatory filings;

« the translation of our preclinical results and data and early clinical trial results in particular relating to safety, efficacy and durability into future
clinical trials in humans;

the continued durability, efficacy and safety of our product candidates;

our ability to achieve our “2022 Vision” of a Biologics License Application, or BLA, of KSI-301 in 2022;

the number, size and design of clinical trials that regulatory authorities may require to obtain marketing approval, including the order and number
of clinical studies required to support a BLA in wet age-related macular degeneration, or wet AMD, diabetic macular edema, or DME, retinal vein
occlusion, or RVO, and diabetic retinopathy, or DR;

the timing or likelihood of regulatory filings and approvals, including the potential to achieve the U.S. Food and Drug Administration, or FDA,
approval of KSI-301 in wet AMD, DME, RVO and DR;

our ability to obtain and maintain regulatory approval of our product candidates, and any related restrictions, limitations and/or warnings in the
label of any approved product candidate;

our ability to obtain funding for our operations, including funding necessary to develop, manufacture and commercialize our product candidates;

the rate and degree of market acceptance of our product candidates;

the success of competing products or platform technologies that are or may become available;

our plans and ability to establish sales, marketing and distribution infrastructure to commercialize any product candidates for which we obtain
approval;

our expectation as to the concentration of retinal specialists in the United States and its impact on our sales and marketing plans;

our expectations regarding our ability to enter into manufacturing-related commitments, and the timing thereof;

future agreements with third parties in connection with the commercialization of our product candidates;

the size and growth potential of the markets for our product candidates, if approved for commercial use, and our ability to serve those markets;

existing regulations and regulatory developments in the United States and foreign countries;

the expected potential benefits of strategic collaboration agreements and our ability to attract collaborators with development, regulatory and
commercialization expertise;



« the scope of protection we are able to establish and maintain for intellectual property rights covering our product candidates and technology;
« potential claims relating to our intellectual property and third-party intellectual property;

« our ability to contract with third-party suppliers and manufacturers and their ability to perform adequately;

« the pricing and reimbursement of our product candidates, if approved;

* our estimates regarding the impact of the novel coronavirus, or COVID-19, pandemic on our business and operations, the business and operations
of our collaborators, and on the global economy;

« our ability to attract and retain key managerial, scientific and medical personnel;

« the accuracy of our estimates regarding the sufficiency of our cash resources, expenses, future revenue, capital requirements and needs for
additional financing;

« our financial performance; and
* our expectations regarding the period during which we qualify as an emerging growth company under the JOBS Act.

All forward-looking statements are based on information available to us on the date of this Quarterly Report on Form 10-Q and we will not update
any of the forward-looking statements after the date of this Quarterly Report on Form 10-Q, except as required by law. Our actual results could differ
materially from those discussed in this Quarterly Report on Form 10-Q. The forward-looking statements contained in this Quarterly Report on Form 10-Q,
and other written and oral forward-looking statements made by us from time to time, are subject to certain risks and uncertainties that could cause actual
results to differ materially from those anticipated in the forward-looking statements, and you should not regard these statements as a representation or
warranty by us or any other person that we will achieve our objectives and plans in any specified time frame, or at all. Factors that might cause such a
difference include, but are not limited to, those discussed in the following discussion and within the section of this Quarterly Report on Form 10-Q titled
“Part II, Item 1A — Risk Factors”.

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 investors are cautioned not to unduly
rely upon these statements.

All brand names or trademarks appearing in this report are the property of their respective holders. Unless the context requires otherwise,
references in this report to “Kodiak” the “Company,” “we,” “us,” and “our” refer to Kodiak Sciences Inc.
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Item 1. Financial Statements (Unaudited).

Assets
Current assets:
Cash and cash equivalents
Marketable securities
Prepaid expenses and other current assets
Total current assets
Marketable securities
Restricted cash
Property and equipment, net
Operating lease right-of-use asset
Other assets
Total assets

Liabilities and stockholders’ equity
Current liabilities:
Accounts payable
Accrued and other current liabilities
Operating lease liability
Total current liabilities
Operating lease liability, net of current portion
Liability related to sale of future royalties
Other liabilities
Total liabilities
Commitments and contingencies (Note 6)
Stockholders’ equity:

PART I—FINANCIAL INFORMATION

Kodiak Sciences Inc.
Condensed Consolidated Balance Sheets

(in thousands, except share and per share amounts)

(Unaudited)

Preferred stock, $0.0001 par value, 10,000,000 shares authorized,;
0 shares issued and outstanding at June 30, 2020 and

December 31, 2019

Common stock, $0.0001 par value, 490,000,000 shares authorized at
June 30, 2020 and December 31, 2019; 44,667,016 and 44,413,404
shares issued and outstanding at June 30, 2020 and

December 31, 2019, respectively
Additional paid-in capital
Accumulated other comprehensive income
Accumulated deficit
Total stockholders’ equity
Total liabilities and stockholders’ equity

June 30, December 31,
2020 2019
269,836 211,797
147,298 124,684
1,880 2,749
419,014 339,230
— 11,696
140 140
1,106 996
1,591 1,790
7,517 5,014
429,368 358,866
7,034 2,619
11,273 8,658
462 434
18,769 11,711
1,263 1,501
99,863 —
276 295
120,171 13,507
5 5
517,120 503,475
594 10
(208,522) (158,131)
309,197 345,359
429,368 358,866

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Kodiak Sciences Inc.

Condensed Consolidated Statements of Operations and Comprehensive Loss
(in thousands, except share and per share amounts)

Operating expenses

Research and development

General and administrative

Total operating expenses

Loss from operations

Interest income

Interest expense

Other income (expense), net
Net loss

Net loss per common share, basic and diluted
Weighted-average common shares outstanding used in

computing net loss per common share, basic and diluted

Other comprehensive income

Change in unrealized gains related to available-for-sale

debt securities, net of tax
Total other comprehensive income
Comprehensive loss

(Unaudited)

Three Months Ended Six Months Ended
June 30, June 30,
2020 2019 2020 2019
$ 20,557 $ 8,838 §$ 40,727 $ 14,561
6,222 2,976 11,775 5,713
26,779 11,814 52,502 20,274
(26,779) (11,814) (52,502) (20,274)
698 331 1,906 793
6) (2) (13) (6)
88 100 218 118
$ (25,999) $ (11,385) $ (50,391) $ (19,369)
$ (0.58) $ (0.31) $ (1.12) $ (0.52)
44,969,795 37,294,853 44,897,269 37,271,638
105 6 584 12
105 6 584 12

$ (25,894) $ (11,379) $

(49,807) $ (19,357)

The accompanying notes are an integral part of these condensed consolidated financial statements.



Kodiak Sciences Inc.
Condensed Consolidated Statements of Stockholders’ Equity
(in thousands, except share and per share amounts)

(Unaudited)
Accumulated
Additional Other Total
C Stock Paid-In Comprehensive Accumulated Stockholders’
Shares Amount Capital Income Deficit Equity
Balances at December 31, 2019 44,413,404  $ 5 503,475 $ 10 $ (158,131) $ 345,359
Issuance of common stock upon
exercise of stock options 39,297 — 159 — — 159
Stock-based compensation
expense — 6,082 — — 6,082
Other comprehensive income — — — 479 — 479
Net loss — — — — (24,392) (24,392)
Balances at March 31, 2020 44,452,701 5 509,716 489 (182,523) 327,687
Issuance of common stock upon
exercise of stock options 203,373 — 720 — — 720
Issuance of common stock upon
vesting of restricted stock units,
net of taxes withheld 10,942 — (206) — — (206)
Stock-based compensation
expense — — 6,890 — — 6,890
Other comprehensive income — — — 105 — 105
Net loss — — — — (25,999) (25,999)
Balances at June 30, 2020 44,667,016 5 517,120 594 (208,522) 309,197
Accumulated
Additional Other Total
C Stock Paid-In Comprehensive Accumulated Stockholders’
Shares Amount Capital Income Deficit Equity
Balances at December 31, 2018 36,829,857 $ 4 197,595 $ — 3 (110,766) $ 86,833
Issuance of common stock upon
exercise of stock options 80,000 — 83 — — 83
Stock-based compensation
expense — 1,157 G ) 1,157
Other comprehensive income — — — 6 — 6
Net loss — — — — (7,984) (7,984)
Balances at March 31, 2019 36,909,857 4 198,835 6 (118,750) 80,095
Issuance of common stock upon
exercise of stock options 21,284 — 59 — — 59
Stock-based compensation
expense — — 1,244 — — 1,244
Other comprehensive income — — — 6 — 6
Net loss — — — — (11,385) (11,385)
Balances at June 30, 2019 36,931,141 4 200,138 12 (130,135) 70,019

The accompanying notes are an integral part of these condensed consolidated financial statements.



Kodiak Sciences Inc.
Condensed Consolidated Statements of Cash Flows
(in thousands)

(Unaudited)
Six Months Ended
June 30,
2020 2019
Cash flows from operating activities
Net loss $ (50,391) $ (19,369)
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation 216 260
Stock-based compensation 12,972 2,401
Amortization (accretion) of premium (discount) on marketable securities (231) (118)
Amortization of operating lease right-of-use asset 199 182
Amortization of issuance costs 22 —
Changes in assets and liabilities:
Prepaid expenses and other current assets 933 (152)
Other assets (2,305) (4,059)
Accounts payable 4,338 1,342
Accrued and other current liabilities 2,620 (459)
Operating lease liability (210) (185)
Net cash used in operating activities (31,837) (20,157)
Cash flows from investing activities
Purchase of property and equipment (249) (126)
Purchase of marketable securities (86,317) (35,066)
Maturities of marketable securities 76,150 12,000
Net cash used in investing activities (10,416) (23,192)
Cash flows from financing activities
Proceeds from issuance of common stock upon options exercise 879 114
Payments for restricted stock units, net of taxes withheld (206) —
Proceeds from sale of future royalties, net of issuance costs 99,643 —
Principal payments of capital lease 5) 34)
Principal payments of tenant improvement allowance payable (19) (18)
Net cash provided by financing activities 100,292 62
Net increase (decrease) in cash, cash equivalents and restricted cash 58,039 (43,287)
Cash, cash equivalents and restricted cash, at beginning of period 211,937 88,394
Cash, cash equivalents and restricted cash, at end of period $ 269,976  $ 45,107
Reconciliation of cash, cash equivalents and restricted cash to consolidated balance sheets
Cash and cash equivalents $ 269,836 $ 44,967
Restricted cash 140 140
Cash, cash equivalents and restricted cash in consolidated balance sheets $ 269,976  $ 45,107
Supplemental disclosures of non-cash investing and financing information:
Operating lease right-of-use asset obtained in exchange for operating lease liability $ — 3 2,163
Purchase of property and equipment under accounts payable $ 77 % 137

The accompanying notes are an integral part of these condensed consolidated financial statements.



Kodiak Sciences Inc.
Notes to Unaudited Condensed Consolidated Financial Statements
(in thousands, except share and per share data)

1. The Company

Kodiak Sciences Inc. (the “Company™) is a biopharmaceutical company committed to researching, developing and commercializing transformative
therapeutics to treat high prevalence retinal diseases in the United States and additional international markets. The Company devotes substantially all of its
resources to the research and development of its product candidates including activities to conduct clinical studies of its product candidates, manufacture
product candidates and provide general and administrative support for these operations.

Liquidity
As of June 30, 2020, the Company had cash, cash equivalents and marketable securities of $417.1 million. Although the Company has incurred
significant operating losses since inception and expects to continue to incur operating losses and negative operating cash flows for the foreseeable future,

the Company believes that the cash, cash equivalents and marketable securities will be sufficient to meet the anticipated operating and capital expenditure
requirements for the 12 months following the date of this Form 10-Q.

2. Summary of Significant Accounting Policies
Basis of Presentation and Principles of Consolidation

The accompanying condensed consolidated financial statements are unaudited and have been prepared in accordance with accounting principles
generally accepted in the United States (“GAAP”) applicable to interim periods. The condensed consolidated financial statements, in the opinion of
management, include all normal and recurring adjustments necessary to present fairly the Company's financial position and results of operations for the
reported periods.

These condensed consolidated financial statements have been prepared on a basis substantially consistent with, and should be read in conjunction
with the audited financial statements for the year ended December 31, 2019 and notes thereto, included in the Company’s Annual Report on Form 10-K
filed with the Securities and Exchange Commission (“SEC”) on March 16, 2020. Certain information and note disclosures normally included in the audited
financial statements prepared in accordance with GAAP have been condensed or omitted from this report. The results of operations for any interim period
are not necessarily indicative of the results for the year ending December 31, 2020, or for any future period.

The accompanying condensed consolidated financial statements reflect the operations of the Company and its wholly-owned subsidiaries. All
intercompany accounts and transactions have been eliminated.

Reclassification

Certain prior period amounts have been reclassified to conform to the current period presentation. Such reclassifications had no impact on subtotals
in the prior year condensed consolidated financial statements.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities, disclosure of contingent assets and liabilities as of the date of the condensed consolidated financial statements and
expenses during the reporting period. The impact of the ongoing COVID-19 pandemic continues to evolve. As a result, certain estimates and assumptions
required increased judgment and carried a higher degree of variability and volatility, including but not limited to, the fair value of marketable securities,
performance-based equity awards, and research and development accruals for the three and six months ended June 30, 2020. As events continue to unfold
and additional information becomes available, these estimates may change materially in future periods. Actual results could differ from those estimates.

5



Kodiak Sciences Inc.
Notes to Unaudited Condensed Consolidated Financial Statements (Continued)

Risks and Uncertainties

In March 2020, the World Health Organization declared a pandemic due to the global COVID-19 outbreak. The significant uncertainties caused by
the ongoing COVID-19 pandemic may negatively impact the Company’s operations, liquidity, and capital resources, and will depend on certain evolving
developments, including the duration and spread of the outbreak, regulatory and private sector responses and the impact on employees and vendors
including supply chain and clinical partners, all of which are uncertain and cannot be predicted. During this pandemic, the Company continues to work
closely with clinical sites towards maximal patient safety and the lowest number of missed visits and study discontinuations. The Company has taken and
continues to take proactive measures to maintain the integrity of its ongoing clinical studies. Despite these efforts, the ongoing COVID-19 pandemic could
significantly impact clinical trial enrollment and completion of its clinical studies. The Company will continue to monitor the COVID-19 situation and its
impact on the ability to continue the development of, and seek regulatory approvals for, the Company’s product candidates, and begin to commercialize any
approved products.

Summary of Significant Accounting Policies

The significant accounting policies used in preparation of these condensed consolidated financial statements for the three and six months ended June
30, 2020 are consistent with those discussed in Note 2 to the consolidated financial statements in the Company’s Annual Report on Form 10-K for the year
ended December 31, 2019, except as noted below with respect to the Company’s liability related to sale of future royalties and as noted within the “Recent
Accounting Pronouncements — Recently Adopted Accounting Pronouncements™ section.

Liability related to Sale of Future Royalties

On December 1, 2019, the Company and its subsidiary Kodiak Sciences GmbH entered into a funding agreement with Baker Bros. Advisors, LP
(“BBA”), which holds more than 5% of the Company’s stock, pursuant to which BBA purchased the right to receive a capped 4.5% royalty on future net
sales of KSI-301, the Company’s anti-VEGF antibody biopolymer conjugate therapy, in exchange for $225.0 million. Under the terms of the funding
agreement, there is no obligation to repay any funding amount received, other than through the capped royalty payments on future product revenues. The
Company recorded the funding amount paid by BBA as a liability on the consolidated balance sheet net of issuance costs, in accordance with ASC
730, Research and Development. Under ASC 730, the significant related party relationship between the Company and BBA creates an implicit obligation
to repay the funding amount paid to the Company. Once royalty payments to BBA are determined to be probable and estimable, and if such amounts
exceed the liability balance, the Company will impute interest to accrete the liability on a prospective basis based on such estimates. If and when the
Company makes royalty payments under the funding agreement, it would reduce the liability balance at such time. Refer to Note 7.

Credit Losses — Available-for-Sale Debt Securities

For available-for-sale debt securities in an unrealized loss position, the Company will periodically assess its portfolio for impairment. The
assessment first considers the intent or requirement to sell the security. If either of these criteria are met, the amortized cost basis will be written down to
fair value through earnings.

If not met, the Company will evaluate whether the decline resulted from credit losses or other factors by considering the extent to which fair value is
less than amortized cost, any changes to the rating of the security by a rating agency, and any adverse conditions specifically related to the security, among
other factors. If this assessment indicates that a credit loss exists, the present value of cash flows expected to be collected from the security is compared to
the amortized cost basis of the security. If the present value of cash flows expected to be collected is less than the amortized cost basis, a credit loss exists
and an allowance for credit losses will be recorded, limited by the amount that the fair value is less than the amortized cost basis. Any impairment that has
not been recorded through an allowance for credit losses is recognized in other comprehensive income or loss, as applicable.

Recent Accounting Pronouncements

From time to time, new accounting pronouncements are issued by the Financial Accounting Standards Board (“FASB™), under its ASC or other
standard setting bodies, and adopted by the Company as of the specified effective date, unless otherwise discussed below.
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Kodiak Sciences Inc.
Notes to Unaudited Condensed Consolidated Financial Statements (Continued)

Recently Adopted Accounting Pronouncements

In June 2016, the FASB issued ASU 2016-13, Financial Instruments - Credit Losses (Topic 326): Measurement of Credit Losses on Financial
Statements, which intends to improve financial reporting by requiring earlier recognition of credit losses on certain financial assets, such as available-for-
sale debt securities. The Company assessed the impact of ASU 2016-13 on its available-for-sale debt securities and determined there were no credit losses
within the portfolio requiring an allowance upon adoption. The Company adopted this new guidance as of January 1, 2020, which did not impact its
consolidated financial statements and related disclosures.

In August 2018, the FASB issued ASU 2018-13, Disclosure Framework - Changes to the Disclosure Requirements for Fair Value Measurements,
which eliminates, adds and modifies certain disclosure requirements for fair value measurements as part of the FASB’s disclosure framework project.
Among the changes, entities will no longer be required to disclose the amount of and reasons for transfers between Levels 1 and 2 of the fair value hierarchy, but
will be required to disclose the range and weighted average used to develop significant unobservable inputs for Level 3 fair value measurements. The Company
adopted this new guidance as of January 1, 2020, which did not impact its consolidated financial statements and related disclosures.

In August 2018, the FASB issued ASU 2018-15, Intangibles-Goodwill and Other-Internal-Use Software (Subtopic 350-40): Customer’s Accounting
for Implementation Costs Incurred in a Cloud Computing Arrangement That Is a Service Contract, which clarifies the accounting for implementation, set-
up, and other upfront costs incurred in cloud computing arrangements. The Company adopted this new guidance as of January 1, 2020, which did not
impact its consolidated financial statements and related disclosures.

New Accounting Pronouncements Not Yet Adopted

In December 2019, the FASB issued ASU 2019-12, Income Taxes (Topic 740): Simplifying the Accounting for Income Taxes, which is intended to
simplify the accounting for income taxes. ASU 2019-12 removes certain exceptions to the general principles in Topic 740 and also clarifies and amends
existing guidance to improve consistent application. The new standard will be effective beginning January 1, 2021. The Company is currently evaluating
the impact of adopting this guidance on its consolidated financial statements and related disclosures.

3. Accrued and Other Current Liabilities

Accrued and other current liabilities consist of the following (in thousands):

June 30, December 31,
2020 2019
Accrued research and development $ 8,353 $ 4,894
Accrued salaries and benefits 2,165 3,108
Accrued legal fees 246 302
Accrued professional fees 175 195
Accrued other liabilities 334 159
Total accrued and other current liabilities $ 11,273  $ 8,658




Kodiak Sciences Inc.
Notes to Unaudited Condensed Consolidated Financial Statements (Continued)

4. Fair Value Measurements
The following tables present the Company’s fair value hierarchy for assets measured at fair value on a recurring basis (in thousands):

Fair Value Measurements at June 30, 2020

Level 1 Level 2 Level 3 Total

Cash equivalents:

Money market funds $ 227,060 $ — % —  $ 227,060
Marketable securities:

U.S. treasury securities — 60,410 — 60,410

Commercial paper — 43,877 — 43,877

Corporate notes — 43,011 — 43,011

Total $ 227,060 $ 147,298 $ —  $ 374,358

Fair Value Measurements at December 31, 2019

Level 1 Level 2 Level 3 Total

Cash equivalents:

Money market funds $ 155,276  $ — % — % 155,276

Repurchase agreements 50,000 — — 50,000

Commercial paper — 5,987 — 5,987
Marketable securities:

U.S. treasury securities — 50,185 — 50,185

Commercial paper — 34,533 — 34,533

Corporate notes — 51,662 — 51,662

Total $ 205,276 $ 142,367 $ — 3 347,643

5. Marketable Securities

The marketable securities are classified as available-for-sale and consist of U.S. treasury securities, commercial paper and corporate notes. The fair
value measurement data for marketable securities is obtained from independent pricing services. The Company validates the prices provided by the third-
party pricing services by understanding the valuation methods and data sources used and analyzing the pricing data in certain instances.

The following table summarizes the marketable securities held at June 30, 2020 and December 31, 2019 (in thousands):

Amortized Unrealized Unrealized Fair
As of June 30, 2020 Cost Gains Losses Value
U.S. treasury securities $ 60,120 $ 290 $ — % 60,410
Commercial paper 43,877 — — 43,877
Corporate notes 42,707 304 — 43,011
Total marketable securities, current $ 146,704  $ 594 $ —  $ 147,298

Amortized Unrealized Unrealized Fair
As of December 31, 2019 Cost Gains Losses Value
U.S. treasury securities $ 50,190 $ — % B) $ 50,185
Commercial paper 34,532 1 — 34,533
Corporate notes 39,956 13 3) 39,966
Total marketable securities, current $ 124,678  $ 14 $ @ $ 124,684
Corporate notes $ 11,692  $ 4 $ —  $ 11,696
Total marketable securities, noncurrent $ 11,692 $ 4 $ — 3 11,696




Kodiak Sciences Inc.
Notes to Unaudited Condensed Consolidated Financial Statements (Continued)

All marketable securities held at June 30, 2020 and December 31, 2019 had contractual maturities of less than 18 months. There were no realized
gains or losses recognized on the sale or maturity of available-for-sale debt securities during the three and six months ended June 30, 2020 and 2019,
respectively, and as a result, the Company did not reclassify any amounts out of accumulated comprehensive loss. As of June 30, 2020 and December 31,
2019, the Company had no allowance for credit losses for available-for-sale debt securities. There were no impairment charges or recoveries recorded
during each of the three and six months ended June 30, 2020 and 2019.

6. Commitments and Contingencies

Leases

As of June 30, 2020, the Company has a lease agreement for office and laboratory space at 2631 Hanover Street in Palo Alto, California through
October 2023.

In April 2020, the Company entered into a lease agreement for office and laboratory space at Rottenstrasse 5 in Visp, Switzerland. The space is
approximately 1,000 square meters. The monthly rent during the initial 5-year term will be approximately 0.03 million Swiss Francs.

In June 2020, the Company entered into lease agreements for two buildings at 1200 and 1250 Page Mill Road in Palo Alto, California, which are
expected to serve as its corporate headquarters. The facilities are approximately 82,662 square feet and 72,812 square feet, respectively, and includes office
and laboratory space. For 1200 Page Mill Road, the monthly rent during the initial 6.5-year term will be approximately $0.6 million, with annual year-over-
year increases of 3% and total rent abatement of approximately $7.2 million. For 1250 Page Mill Road, the monthly rent during the initial 13-year term will
be approximately $0.5 million, with annual year-over-year increases of 3% and total rent abatement of approximately $6.3 million.

As of June 30, 2020, the Company did not have control of these spaces at Rottenstrasse 5 and 1200 and 1250 Page Mill Road and therefore, did not
record right-of-use assets and corresponding lease liabilities. These commitments are not included in the below table.

The maturities of the operating lease liabilities as of June 30, 2020 were as follows (in thousands):

As of

Year ending December 31, June 30, 2020

2020 $ 244
2021 $ 598
2022 $ 616
2023 $ 526
Total undiscounted lease payments $ 1,984
Less: imputed interest $ (259)
Total operating lease liabilities $ 1,725

Other Commitments and Contingencies

The Company has entered into service agreements with a variety of service providers, pursuant to which such service providers agreed to perform
activities in connection with the manufacturing of certain materials. Such agreements, and related amendments, state that planned activities that are
included in the signed work orders are, in some cases, binding and, hence, obligate the Company to pay the full price of the work order upon satisfactory
delivery of products and services or obligate the Company to the binding amount regardless of whether such planned activities are in fact performed. Per
the terms of the agreements, the Company has the option to cancel signed orders at any time upon written notice, which may or may not be subject to
payment of a cancellation fee. The level of cancellation fees may be dependent on the timing of the written notice in relation to the commencement date of
the work, with the maximum cancellation amount dependent on the agreement or the work order. As of June 30, 2020 and December 31, 2019, the total
amount of cancelable and/or non-cancelable purchase obligations, including accrued amounts, under these agreements were $38.6 million and $4.7
million, respectively. Expense recognized under these agreements during the period, including amounts paid and accrued, for the three and six months
ended June 30, 2020 were $3.5 million and $7.6 million, respectively, and for the three and six months ended June 30, 2019 were $2.4 million and $3.4
million, respectively. As of June 30, 2020, the Company had not incurred any cancellation fees. The Company has also entered into various cancellable
license agreements for certain technology. The Company may be obligated to make payments on future sales of specified products associated with such
license agreements. Such payments are dependent on future product sales and are not estimable.
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Kodiak Sciences Inc.
Notes to Unaudited Condensed Consolidated Financial Statements (Continued)

Legal Proceedings

From time to time, the Company may become involved in legal proceedings arising from the ordinary course of its business. Management is
currently not aware of any matters that could have a material adverse effect on the Company’s financial position, results of operations or cash flows. The
Company records a legal liability when it believes that it is both probable that a liability may be imputed, and the amount of the liability can be reasonably
estimated. Significant judgment by the Company is required to determine both probability and the estimated amount.

Indemnification

To the extent permitted under Delaware law, the Company has agreed to indemnify its directors and officers for certain events or occurrences while
the director or officer is, or was serving, at the Company’s request in such capacity. The indemnification period covers all pertinent events and occurrences
during the director’s or officer’s service. The maximum potential amount of future payments the Company could be required to make under these
indemnification agreements is not specified in the agreements; however, the Company has director and officer insurance coverage that reduces its exposure
and enables the Company to recover a portion of any future amounts paid. The Company believes the estimated fair value of these indemnification
agreements in excess of applicable insurance coverage is minimal.

7. Liability related to Sale of Future Royalties

On December 1, 2019, the Company and its subsidiary Kodiak Sciences GmbH entered into a funding agreement with Baker Bros. Advisors, LP
(“BBA”), which holds more than 5% of the Company’s stock, pursuant to which BBA purchased the right to receive a capped 4.5% royalty on future net
sales of KSI-301, the Company’s anti-VEGF antibody biopolymer conjugate therapy, in exchange for $225.0 million. The royalty terminates upon the date
that BBA has received an aggregate amount equal to 4.5 times the funding amount paid to the Company, unless earlier terminated or repurchased by the
Company. Under the terms of the funding agreement, there is no obligation to repay any funding amount received, other than through the capped royalty
payments on future product revenues. The Company has the option, exercisable at any point during the term of the funding agreement, to repurchase 100%
of the royalties due to BBA for a purchase price equal to 4.5 times the funding amount paid to the Company as of such time, less amounts paid by the
Company to BBA.

The closing of the funding agreement was subject to certain conditions and occurred in February 2020. The Company received $100.0 million of the
funding on February 4, 2020. The remaining $125.0 million shall be payable to the Company upon enrollment of 50% of the patients in the planned RVO
clinical program.

The Company recorded the initial $100.0 million payment as a liability on the consolidated balance sheet net of issuance costs, in accordance
with ASC 730, Research and Development. Under ASC 730, the significant related party relationship between the Company and BBA creates an implicit
obligation to repay the funding amount paid to the Company. Once royalty payments to BBA are determined to be probable and estimable, and if such
amounts exceed the liability balance, the Company will impute interest to accrete the liability on a prospective basis based on such estimates. If and when
the Company makes royalty payments under the funding agreement, it would reduce the liability balance at such time.

8. Stock-Based Compensation

In January 2020 and 2019, the number of shares of common stock available for issuance under the 2018 Equity Incentive Plan was increased by
approximately by 1.8 million and 1.5 million shares, respectively, as a result of the automatic increase provision in the 2018 Plan.
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Stock Options

Kodiak Sciences Inc.
Notes to Unaudited Condensed Consolidated Financial Statements (Continued)

Stock option activity under the 2018 Plan and 2015 Equity Incentive Plan is summarized as follows:

Weighted
Average
Weighted Remaining Aggregate
Number Average Contractual Intrinsic
of Exercise Term Value
Options Price (in years) (in thousands)
Outstanding at December 31, 2019 6,671,542  $ 25.22 873 $ 362,081
Granted 948,560 $ 53.78
Exercised (242,670) $ 3.65
Forfeited or canceled (73,144) $ 20.48
Outstanding at June 30, 2020 7,304,288  $ 23.01 851 $ 246,301
Restricted Shares

Restricted share activity, including restricted stock awards, restricted stock units, and performance-based restricted stock units, under the 2018 Plan
and 2015 Plan is summarized as follows:

Weighted
Number of Average
Restricted Grant Date
Shares Fair Value
Unvested at December 31, 2019 160,747 $ 60.81
Granted 179,345 $ 49.52
Vested (12,789) % 8.62
Shares withheld related to net share settlement of RSUs (4,058) $ 9.90
Canceled (4,250) $ 73.51
Unvested at June 30, 2020 318,995 $ 57.03

Performance-Based Stock Options and Restricted Stock Units

The Company granted 170,150 performance-based stock options and 128,900 performance-based restricted stock units (“RSUs”) to employees in
2019. These performance-based equity awards will vest one-quarter upon the achievement of specific clinical development milestones. The remaining
shares will then vest in three equal annual installments after that date. Performance-based stock options and performance-based restricted stock units are
recorded as expense beginning when vesting events are determined to be probable.

None of these performance-based equity awards vested during 2019. The Company believes that the achievement of the requisite performance
condition continues to be probable. Stock-based compensation expense recognized was $1.8 million and $3.6 million during the three and six months
ended June 30, 2020, respectively, and none during the three and six months ended June 30, 2019, respectively.

Stock-Based Compensation Expense

Stock-based compensation for options and restricted shares is classified in the condensed consolidated statements of operations and comprehensive
loss as follows (in thousands):

Three Months Ended Six Months Ended
June 30, June 30,
2020 2019 2020 2019
Research and development 3,776 $ 703 7,224 1,409
General and administrative 3,114 541 5,748 992
Total stock-based compensation 6,890 $ 1,244 12,972 2,401
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Kodiak Sciences Inc.
Notes to Unaudited Condensed Consolidated Financial Statements (Continued)

As of June 30, 2020, the unrecognized stock-based compensation of unvested stock options, restricted stock units, and performance-based options
and restricted stock units was $103.0 million and it is expected to be recognized over a weighted-average period of 3.48 years.
9. Net Loss per Common Share

The following common share equivalents were excluded from the computation of diluted net loss per common share for the periods presented
because their inclusion would have been antidilutive:

As of June 30,
2020 2019
Outstanding stock options 7,304,288 5,468,167
Unvested restricted shares 318,995 16,320
Total 7,623,283 5,484,487

12



Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

You should read the following discussion and analysis of our financial condition and results of operations together with our unaudited condensed
consolidated financial statements and the related notes included elsewhere in this report and with 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, 2019, included in our
Annual Report on Form 10-K filed with the Securities and Exchange Commission, or the SEC, on March 16, 2020. This discussion and analysis and other
parts of this report contain forward-looking statements based upon current beliefs, plans and expectations related to future events and our future financial
performance that involve risks, uncertainties and assumptions, such as statements regarding our intentions, plans, objectives, expectations, forecasts and
projections. Our actual results and the timing of selected events could differ materially from those anticipated in these forward-looking statements as a
result of several factors, including those set forth under the section of this report titled “Part II, Item 1A — Risk Factors” and elsewhere in this report.

Overview

Our goal is to prevent and treat the major causes of blindness by developing next-generation therapeutics for chronic, high-prevalence retinal
diseases.

Throughout 2019 and into 2020, we have generated clinical data with our most advanced product candidate, KSI-301, a biologic therapy built with
our antibody biopolymer conjugate platform, or ABC Platform, which is designed to maintain potent and effective drug levels in ocular tissues for longer
periods than the currently-marketed biologic medicines used to treat retinal diseases. To date, KSI-301 has been administered approximately 1,100 times to
approximately 325 patients. We believe that KSI-301, if approved, has the potential to be an important therapy to treat patients with wet age-related
macular degeneration, or wet AMD, diabetic retinopathy, or DR, including diabetic macular edema, or DME, and macular edema due to retinal vein
occlusion, or RVO.

In our ongoing Phase 1b clinical study, in which enrollment is complete, we have administered multiple doses of KSI-301 to treatment-naive
patients with wet AMD, DME or RVO, and we continue to observe promising safety, efficacy, and clinical durability data emerging in each of the retinal
diseases under study. We believe the data support an acceleration of efforts to bring KSI-301 to the market in these retinal diseases and that the data lend
confidence to the design of our current and planned pivotal (registrational) studies of KSI-301. We believe these clinical studies, if successful, may
demonstrate a meaningfully differentiated clinical profile of KSI-301 as compared to current therapies, and we also believe that this profile would allow
KSI-301 to compete effectively in the evolving commercial and product landscape. The potential clinical (and thus commercial/competitive) advantages of
a long-acting retinal therapeutic such as KSI-301 go well beyond fewer and less frequent injections over time and also include the potential for patients to
better retain their vision over the long term due to fewer missed treatments or drug holidays resulting from more manageable treatment schedules.
Moreover, a longer-acting medicine allows patients with vision-threatening diseases to remain on effective treatment even in context of treatment
disruptions in the ordinary course (such as missed visits due to travel or concurrent illnesses), as well as extraordinary disruptions of regular treatment such
as that exemplified by the COVID-19 pandemic, where more frequent clinic visits may not be possible or allowed in certain regions or countries.

Based on the encouraging data that continue to be observed in our Phase 1b study, we are planning to expand the KSI-301 clinical pivotal program
in the second half of 2020, and we have entered into the manufacturing-related commitments necessary for KSI-301’s commercial scale-up and BLA
submission. We believe the intersection of these clinical and manufacturing activities remain on track per our “2022 Vision” to submit a single BLA for wet
AMD, DME and RVO in calendar year 2022.

In 2019, we completed an End of Phase 2 meeting with the FDA where we agreed on the order and number of clinical studies required to support
the licensure of KSI-301 in wet AMD, DME, RVO and non-proliferative DR (NPDR without DME). We confirmed that two studies conducted in a single
indication are expected by FDA in order to demonstrate the initial safety and efficacy of KSI-301 and that one study each in the additional disease
indications, if successful, can be used to support approval in the additional indications. We currently plan to begin patient recruitment in our pivotal studies
in DME, RVO and potentially DR (without DME) in 2020, and the pivotal study for wet AMD began recruiting in the third quarter of 2019.

Following our communications with FDA at the time of our End of Phase 2 meetings as well as subsequent communications, we have further
upgraded our pivotal study program and now intend to conduct two Phase 3 studies (GLEAM and GLIMMER) in DME to provide the mutually-
confirmatory studies required by FDA for initial demonstration of safety and efficacy, one Phase 2/3 study in wet AMD (our ongoing DAZZLE study), one
Phase 3 study in RVO (BEACON), and one Phase 3 study in NPDR without DME (GLOW). By conducting our paired studies in DME, we are able to
generate additional data on the safety, efficacy and durability of KSI-301 in this area of high unmet need and commercial opportunity, while also narrowing
the number of sites and countries required for successful enrollment of the entire pivotal program. We expect a majority of research sites to be located in
the US with contributions from EU countries and China. Given that we are seeing strong new patient enrollment and low missed visit rates in our DAZZLE
wet AMD pivotal study in the US despite the ongoing COVID-19 pandemic, we believe refocusing the KSI-301 program has helped minimize uncertainty
with respect to clinical trial conduct during and through the COVID-19 pandemic and towards our “2022 Vision.” Additional specific reasons for running
paired DME pivotals (and one RVO pivotal) include: fewer countries and sites needed for two DME studies versus two RVO studies (avoiding the cost and
logistical burdens of opening and supporting clinical trial

13



sites that would only participate in RVO studies); better oversight of operational execution (essentially all sites can concurrently enroll treatment naive
patients in wet AMD, DME and RVO); higher unmet need in DME versus RVO; marginal, if any, increase in overall trial execution costs; and the potential
for similar timelines for two DME versus two RVO pivotals. On top of these operational considerations, we remain pleased with the DME clinical data we
are seeing in the Phase 1b study and want to align greater clinical data generation in DME given the larger number of diabetic patients and higher unmet
need and market opportunity as compared to that of RVO.

The ABC Platform and KSI-301 were developed at Kodiak, and we own rights to these assets in key geographies including the US, EU, China and
other major countries. We have applied our ABC Platform to develop additional product candidates beyond KSI-301, including KSI-501, our bispecific
anti-IL-6/VEGF bioconjugate, and we are expanding our early research pipeline to include ABC Platform-based triplet inhibitors for multifactorial retinal
diseases such as dry AMD and the neurodegenerative aspects of glaucoma. We intend to progress these and other product candidates to address high-
prevalence ophthalmic diseases.

Our overall objective is to develop our product candidates, seek FDA and worldwide health authority marketing authorization approvals, and
ultimately commercialize our product candidates.

Recent Developments

We have implemented various enhancements into our ongoing study execution to help ensure the safety of patients, physicians, study site staff and
Kodiak operations team members during the ongoing COVID-19 pandemic, including the use of remote study monitoring. To date, we have observed
minimal disruption resulting from the evolving effects of the COVID-19 pandemic in our ongoing clinical trials. In DAZZLE, patient missed visit rates
remain low (less than 5%), and clinical trial sites continue to enroll new patients. This is a testament to the serious diseases we are attempting to treat and is
a vote of confidence from the patients, physicians and study sites partnering with us to advance KSI-301. With $417.1 million in cash, cash equivalents and
marketable securities as of June 30, 2020, and thoughtful management of our spending, we remain on a strong financial footing.

We delayed initiation of the next set of KSI-301 pivotal studies by one quarter from June to September 2020 in order to assess how best to minimize
the impact of COVID-19 on clinical trial conduct. We have taken advantage of this time to further optimize the pivotal study plan for KSI-301. We now
intend to conduct two Phase 3 studies in DME (GLEAM and GLIMMER), one Phase 2/3 study in wet AMD (our ongoing DAZZLE study), one Phase 3
study in RVO (BEACON), and one Phase 3 study in non-proliferative DR (GLOW). Importantly, the data emerging in our Phase 1b study remain
consistent and provide support for and confidence in our pivotal study designs.

COVID-19

In March 2020, the World Health Organization declared a pandemic related to the global COVID-19 outbreak. Governments have taken preventative
and protective actions, including but not limited to, restrictions on non-essential travel, business operations, and gatherings of individuals. The State of
California, where our headquarters is located in the San Francisco Bay Area, declared a state of emergency and shelter-in-place order in March 2020 which
remains in effect at this time. Although certain restrictions have eased, and phased re-openings are underway, it is not certain when such restrictions will be
fully lifted, and recent resurgences in number and rates of infections, reactions to increased testing and/or further spreading of the virus may result in the
return or implementation of more restrictive measures. Global financial markets have also experienced extreme volatility and as a result, economic
uncertainties have arisen which could impact the Company’s operations and its financial position. The extent of the impact of the ongoing COVID-19
pandemic will depend on certain evolving developments, including the duration and spread of the outbreak, regulatory and private sector responses, and the
impact on our employees, vendors including supply chain and clinical partners, all of which are uncertain and cannot be predicted.

We continue to monitor government responses and may elect to temporarily close our office and/or laboratory space to protect our employees. We
continue to assess the potential for supply chain disruptions as the pandemic may impact personnel at third party manufacturing facilities in China,
Switzerland and other countries, as well as its impact on the availability and/or cost of materials. We continue to monitor financial markets and the impact
on our operations and capital resources.

We and our key clinical and manufacturing partners have been able to continue to advance our operations. Because the diseases under study in the
KSI-301 development program are serious, vision-threatening conditions for which patients are still seeking and receiving treatment from retina specialists
during the pandemic, we have been able to continue advancing the clinical programs for KSI-301 during the pandemic towards achieving our “2022
Vision.”

During this pandemic, we continue to work closely with our clinical sites towards maximal patient safety and the lowest number of missed visits and
study discontinuations. We have taken and continue to take proactive measures to maintain the integrity of our ongoing clinical studies. To date, we are
seeing low levels of patient missed visits (<5%).
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In response to the COVID-19 global pandemic with regards to business operations, clinical trials, and manufacturing activities:

* We have taken steps in line with guidance from the U.S. Centers for Disease Control and Prevention, or CDC, and the State of California to protect
the health and safety of our employees and the community. In particular, the Company has implemented remote work arrangements for non-
essential employees since March 17, 2020.

We are working closely with our clinical trial sites to monitor and attempt to minimize the potential impacts of the evolving COVID-19 pandemic
on patient enrollment, continued participation of patients already enrolled in our clinical studies, protocol compliance, data quality, and overall
study integrity. Some specific actions we have taken in the United States include the use of remote study monitoring, temporarily increasing study
site budget overhead rates, providing additional transportation service options for patients to attend study site visits and focusing on new patient
enrollment only at study sites with appropriate backup resource plans in place and where the local COVID-19 situation allows. Since the month of
March 2020, the rate of missed study visits has remained <5%. As of now, we have not experienced significant delays to our ongoing or planned
clinical trials; however, this could change rapidly depending on the dynamics of the pandemic.

In June 2020, we restarted patient recruitment activities at certain sites in EU countries. DAZZLE study sites in the EU were activated in the first
quarter of 2020, but we deferred study patient enrollment until June due to the pandemic.

» To minimize the potential for disruption of our planned pivotal studies of KSI-301, we have refined our study designs, including sample size and
country selection. We currently plan to start enrollment of our pivotal DME (GLEAM and GLIMMER) and RVO (BEACON) studies in the third
quarter of 2020, and the pivotal study in non-proliferative DR (GLOW) in the fourth quarter of 2020, dependent on the continued evolution of the
COVID-19 pandemic. With these planned pivotal study starts, we believe we are still on track to achieve our “2022 Vision” objective of filing a
single BLA in 2022 for KSI-301 in wet AMD, DME and RVO.

* Our supply chain and manufacturing activities remain intact, and we do not currently anticipate disruptions to our supply of KSI-301 due to
COVID-19.

We will continue to monitor the COVID-19 situation closely. The ultimate impact of the ongoing COVID-19 pandemic on our business operations
remains highly uncertain and subject to change. We do not yet know the full extent of potential delays or impacts on our business, our clinical trials,
healthcare systems or the global economy as a whole. See also the section titled “Risk Factors” for additional information on risks and uncertainties related
to the evolving COVID-19 pandemic.

Our bispecific conjugate KSI-501 inhibits both interleukin 6, or IL-6, and Vascular Endothelial Growth Factor, or VEGF. Tissue based IL-6
mediated inflammatory response syndromes have been associated with severe COVID-19 disease. As such, IL-6 blockade is being explored as a novel
therapeutic strategy in patients with COVID-19 disease. Similarly, tissue specific edema such as pulmonary edema is implicated in severe and critical
COVID-19 disease. VEGF in the alveolar space is a potent inducer of vascular permeability and resultant pulmonary edema which plays a pathological role
in lung dysfunction. Emerging data show VEGEF levels are elevated in COVID-19 patients, and a Chinese clinical study is currently assessing the efficacy
of anti-VEGF therapy in COVID-19. 0G2072, the bispecific fusion protein used to build our ophthalmology product candidate KSI-501, binds with high
affinity to both of its targets simultaneously (IL-6 and VEGF). Intriguingly, we have seen synergistic inhibition in vitro and we are interested in the possible
unique benefit this synergistic inhibition may have in lung and other organs that can be severely damaged by SARS-CoV?2 and the associated immunologic
and tissue responses. Further, unlike currently marketed anti-VEGF and anti-IL-6R antibodies, 0G2072’s Fc region is immunologically inert and does not
activate immune effector functions. 0G2072 may thus be beneficial in preventing further immune-mediated tissue damage in the lung, kidney, heart and
other organs affected in critical illness due to COVID-19. To this end, we are advancing by six or more months the GMP manufacturing for 0G2072,
which could both enable a potential assessment of systemically administered OG2072 in patients with worsening COVID-19 disease (for example, as part
of ongoing basket studies of potential COVID-19 therapeutics). Ancillary benefits of this acceleration include the use of GMP material for KSI-501
toxicology program and a more predictable IND submission and First in Human timeline for KSI-501 in patients with retinal vascular diseases featuring an
inflammatory component.
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Business Highlights
Recent highlights of our activities included:

* Optimized Pivotal Study Program: We have finalized the design of our pivotal study program. We intend to conduct two Phase 3 studies in DME
(GLEAM and GLIMMER) to provide the mutually-confirmatory studies required by FDA for initial demonstration of safety and efficacy, one
study in wet AMD (our ongoing DAZZLE study), one study in RVO (BEACON), and one study in NPDR without DME (GLOW). Each study
protocol design has been optimized based on Phase 1b data and experience and will include the same patient populations, tighter dosing interval
ranging, tighter disease control, decreased subjectivity and high statistical power for non-inferiority.

DAZZLE Study Progress: Recruitment into our DAZZLE pivotal study in wet AMD was robust — a potential reflection of the enthusiasm for KSI-
301 on the part of clinical investigators and patients. As of July 30, 2020, over 375 patients have been enrolled in DAZZLE. Existing patients
continue to participate with few missed visits to date, and new patients continue to be enrolled in DAZZLE. EU patient enrollment commenced in
June 2020. The Independent Data Monitoring Committee responsible for safeguarding the interests of DAZZLE study participants, assessing
safety during the trial, and monitoring overall study conduct met in early May 2020 and recommended that DAZZLE should continue without
modification.

Phase 1b Data Presentation: Updated safety and efficacy results from our ongoing Phase 1b trial of KSI-301 in patients with treatment naive wet
AMD, DME, or RVO were presented at the American Society of Retina Specialists, or ASRS, 2020 Virtual Annual Meeting in July 2020. We
believe the data continue to support the highly differentiated “anti-VEGF Generation 2.0” profile of KSI-301. We intend to continue presenting
data updates from Phase 1b.

Charles Bancroft Appointed to Board of Directors: Charles Bancroft, formerly Chief Financial Officer of Bristol Myers Squibb (BMS), joined
Kodiak’s Board of Directors as chair of our audit committee and member of our nominating and governance committee in April 2020. Mr.
Bancroft recently retired from a successful career at BMS where he held a number of leadership roles in commercial, strategy and finance. Mr.
Bancroft brings financial and management experience that will be vital to Kodiak as the company continues to scale and build its manufacturing
and commercial capabilities.

Commercial Manufacturing Progress: We negotiated a long-term agreement with Lonza for the manufacture of KSI-301. This agreement will
provide Kodiak with a custom-built bioconjugation facility with a capacity to supply millions of doses per year. With construction targeted for
completion in 2021, the Lonza-Kodiak Ibex facility will provide Kodiak with the facility needed for commercial-scale manufacturing of KSI-301.
The timing of this expanded partnership is designed to support Kodiak’s BLA submission timeline in 2022, and the scale is designed to support
KSI-301’s potential to achieve significant market share as a new first-line agent designed to improve outcomes for patients with common and
serious retinal vascular diseases.

Completed Lease Agreement for Kodiak’s New Corporate Headquarters: We have leased approximately 82,662 square feet located at 1200 Page
Mill Road, Palo Alto, California and approximately 72,812 square feet located at 1250 Page Mill Road, Palo Alto, California. These newly leased
buildings will serve as Kodiak’s corporate headquarters for office and laboratory space. We also leased approximately 10,750 square feet at
Rottenstrasse 5 in Visp, Switzerland, for manufacturing support and supervision.

Our current cash, cash equivalents and marketable securities provide the resources for us to advance the KSI-301 program towards achieving our
“2022 Vision,” and also to advance our pipeline of drug candidates including KSI-501 and our triplet inhibitor drug candidates, and for working capital and
general corporate purposes.

Where Kodiak is Today

KSI-301 is Well Characterized: KSI-301 has been assessed in more than 325 patients with over 150+ patient-years of exposure. With a majority of
patients in the Phase 1b clinical study achieving six months or longer between doses in wet AMD and DME and four months or longer between doses in
RVO, KSI-301’s clinical durability continues to be supported with maturing data and continues to surpass the high expectations we had for KSI-301 when
we first initiated clinical studies. With over 540 injections administered in the Phase 1/1b program and approximately 1,100 injections administered across
the ongoing KSI-301 development program in total, we remain very pleased with the current clinical profile of KSI-301. Notably, KSI-301 continues to
demonstrate a safety profile that is tracking with standard of care anti-VEGF agents. When and if we submit our planned single BLA in wet AMD, DME
and RVO, we expect to have safety, efficacy and durability data on KSI-301 treatment in over 1,000 patients in concurrent pivotal studies.
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High Margin of Confidence Designed into Pivotal Clinical Trials: The exploratory Phase 1b study was designed to push KSI-301 in terms of dosing
intervals and provide us with a broad view of our product’s clinical profile. The data we are seeing in the Phase 1b study provide confidence that we can
demonstrate a strong clinical profile in registrational studies. We have applied the learnings from the exploratory Phase 1b study to further optimize each of
our pivotal study protocols to build in a high margin of confidence and predictability.

Investing with Conviction Commensurate with the Opportunity: There remains a great unmet need among patients receiving anti-VEGF therapies
today. Despite the promise of today’s medicines as demonstrated in their registrational clinical trials, visual gains are not maintained. In the real world,
patients cannot be treated frequently enough and are over-extended between doses. Under treatment leads to disease progression and permanent retinal
damage, and high-intensity treatment regimens lead to patient and caregiver treatment fatigue and/or abandoning of treatment. A new, better, longer-lasting
medicine is required to shift the curve, to reset what has been appropriately called an “epidemic of preventable blindness”.

We believe KSI-301 stands the best chance among treatments currently in development to directly address this great need. We have made significant
progress with enrollment in our pivotal study in wet AMD (DAZZLE), and we expect to reach our desired enrollment cap in the US in the third quarter of
2020. We are also on track to initiate pivotal studies in DME (GLEAM and GLIMMER) and RVO (BEACON) in the third quarter of 2020. We are moving
forward with the preparations for a study in non-proliferative diabetic retinopathy (GLOW) but are currently assessing the timing of study initiation in light
of the impact of COVID-19 on this less acute yet high unmet need indication.

Kodiak remains focused on thoughtful execution of our KSI-301 pivotal program, the requisite manufacturing efforts, the regulatory strategy and the
pre-commercial readiness. We continue to build our team, and we are thankful for the positive interest in KSI-301 and our ABC Platform by the retina
community. As to manufacturing, in line with our “2022 Vision” which sees us submitting our initial BLA in 2022 and potentially commercializing KSI-
301 in 2023, it is our intent to be able to supply millions of doses in Year 1 from our Lonza-Kodiak Ibex Dedicate facility designed from inception with
Flex Up capabilities and capacity for double digit millions of doses per year to supply a growing market demand.

Poised Commercial Opportunity: We are optimistic for the future care of patients with retinal vascular diseases. The competitive landscape of
intravitreally-injected anti-VEGF biologic therapies and therapeutic candidates is clearing, due to the incremental durability of competing molecules,
and/or safety challenges that, even if only recently appreciated, have been observed from early in the development of these potential competitors. Adjacent
surgical and gene therapy solutions may also face challenges with long-term safety, limited accessibility and the complex economics of surgical
implantation.

KSI-301, with its powerful combination of design attributes, has the potential to be a Generation 2.0 anti-VEGF — a first-line anti-VEGF “product
for everyone” that may achieve a significant market share.

As a company, we remain independent. This independence provides us with the flexibility to adapt both R&D and commercial decision-making
within the ever-changing domestic and global landscapes. We remain well capitalized and supported by a high-quality group of long-term investors who
understand what is needed to build, invest, and execute commensurate with the opportunity.

Kodiak’s 2022 Vision and KSI-301 Accelerated Development Strategy

We believe we remain on track to achieve our “2022 Vision” of a BLA submission and initial FDA approval for KSI-301 in wet AMD, DME, RVO
and (potentially) DR in 2022 with a total of five pivotal trials— two in DME (GLEAM and GLIMMER), one in wet AMD (DAZZLE), one in RVO
(BEACON) and one in DR without DME (GLOW). We intend to initiate at least three additional pivotal trials in 2020 — two matched studies in DME to
provide the mutually-confirmatory studies required by FDA for initial demonstration of safety and efficacy, and one in patients with RVO. In addition, we
may potentially initiate a pivotal study in DR in the fourth quarter of 2020. These studies, together with our ongoing pivotal study in wet AMD, will be the
basis of our intended BLA and supplemental BLA, or sBLA, submissions. We currently expect to submit the wet AMD, DME, and RVO indications in a
single initial BLA for KSI-301 and the DR indication in a supplemental BLA in the United States.
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We continue to invest in our science and our pipeline, including our bispecific ABC product candidate KSI-501 for retinal vascular diseases with a
strong inflammatory component and our new triplet ABC product candidate KSI-601 for the high prevalence multifactorial retinal disease dry AMD.

OUR 2022 VISION

WET AMD
DAZZLE top-line data

022 BLA filing

DIABETIC MACULAR EDEMA

2022 Phase 3 top-line

2022 BLA filin

DIABETIC RETINOPATHY

*hias

At

Indications submitted in
BLA (wAMD, DME, RVO,
potentially DR)

KODIAK

Our “2022 Vision” includes the following potential catalysts and milestones in 2020, 2021, 2022 and 2023, along with the important milestones

3 Clinical molecules

achieved in 2019 that support the accelerated development program:

MILESTONES AND KSI-301
DEVELOPMENT ACCELERATION

Initiation of DAZILE
AMD pivotsl study

FDA EOP2 maeting
SIISMM royalty financing

£317TMM equity financing

K51-300

Additional readouts of
Phase b data

Maturation of dat
support h probal
af guse in pivatal
clinical studies

Manufacturing framework

to supply millions of doses

inf year of launch

ate 2 DME Phase 3
CLEAM & CLIMMER)

Initiate | RVO Phase 5 trial
[BEACON)

Initiate 1 DR Phase 3 trial
[GLOW) Potential

KSI-301

+  Additienal readouts of
Phase 1b data

Complete anrclimant in
MD [DAZTILE), DME
(GLEAM & GLIMMER), RVOD
(BEACON] stud
KSI-501 (bispecific ABC)
= Submit IND

= Initiate Phase 1/2 study
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= Phase 12 data In
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601 (triplet ABC) for dry
D

= Submit IND

KSE-300

Potential regulatory
approval for waMD, DME,
RV, and potentially DR
in US, EU and China

Potential commercial
launch for wAMD, DME,
RYO, and potentially DR
inUS, EU and China

* Initiate Phase 12 study




Our “2022 Vision” is built on the following accelerated development strategy, which follows from our FDA End of Phase 2 meeting and recent
additional discussions. This table incorporates our most recent view of the KSI-301 clinical program and its execution, as described above, and we believe
the successful prosecution of this program is achievable based on our currently available information and the evolving effects of the COVID-19 pandemic:

KSI-301 Accelerated Development Strategy

2019 2020 2021 2022 2023

Phase 1b 2 treatmaent-naive wAMD, DME, RVO patients
Ongoing Safety, efficscy, durability - 18 menths follow-up
DAZZLE . \ b
Pivotal wAMD ﬁm&:ﬁ; xul;;:':tylla_.} t2-month endgoint
Ongodng L e )
GLEAM 450 treatment naive pts.
DME Phase 3 QEW-Q24W KS1-301 ) 12-month endpont | U5, I:am:;:rclal
On track for 3Q FPI ¥s QAW Eylea Single BLA =
GLIMMER | 450 treatment nalve pu.”"\ e
DME Phase 3 QEW-Q24W KSI-301 3 1Z-month endpoint
On track for 30 FPI vs QBW Eylea !

[ 550 treatment nalve \
:ESGP?::” 3 BRVO or I:I‘l’n\"ﬂ' patients %\ &monih

E W f e nt

On track for 3G FFI E&:’.w 2010y i R |
GLOW | 400 patients ) O
DR withcut DME Phase 3 QIEW-Q24W KSII0IvE |} 12-manth endpaint Eﬁ':‘:;‘s;;;:f:ﬂ:‘f’;r
Pianned | Sham 4 .

BLA bighogics boenue applicanon: VDT rnal vein occiuion BRVO: teanch RVO: CRVO: cantral VDS wAMD: wal
ape-refaled maculer degonecation; DME: dabetc macular sdema; DR: disbetic retinopathy
KO D | A K DepetSng on recrutmant Sming

Ongoing Phase 1b Data Continue to Validate KSI-301’s Differentiated Profile

We have continued to make progress with our studies of KSI-301, and the maturing durability data we have observed to date in the Phase 1b study
continue to surpass our expectations. We now have over 100 patient-years of clinical experience with KSI-301 in the Phase 1b study.

The overall study duration was originally nine and then 18 months, and we have now extended the treatment and follow-up period to 36 months
total, to continue generating long-term outcomes data in advance of the pivotal studies. Outcomes include vision, measured as change in best corrected
visual acuity or BCVA using the standard ETDRS testing protocol, and retinal anatomy, which is measured as change in retinal central subfield thickness,

or CST, using optical coherence tomography imaging, or OCT. We also obtain other images such as fluorescein angiography, color fundus photos, and OCT
angiography.
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The figures below present additional the most recent data on durability and efficacy outcomes from the ongoing Phase 1b study presented at the
ASRS 2020 Virtual Annual Meeting, held in July 2020. Across all three diseases under study, improvements in vision and retinal anatomy were observed
through 44 weeks of patient follow-up, with stability in OCT and BCVA over time in the monthly follow-up intervals following the three mandatory
loading doses. Vision is measured as change in BCVA, on a standardized eye chart, and retinal anatomy is measured as change in retinal CST using OCT
imaging.

KSI-301 Phase 1b

insight into durability among treatment naive subjects

Randomized, open label study to evaluate
multidose safety, efficacy & durability

 wAMD (n=51) | [ DME (n=35) | | RvO (n=35) |

Randon';ized 1:3

| KSI-301 2.5 mg (50 uL) | KSI-301 5 mg (100 L)

Loading Phase llnurabil

Weeks 12 to 72 (months 3 to 18) 76 to 148 (months 19 to 36)
. . . Monthly monitoring with Monthly monitoring with
protocol guided retreatment protocol guided retreatment

WAMD = wal ago-relatid Faculss degeneraton, DME = dubets masile sdama; RVO = fetnel wilh sscloiss; Chnizaliiial oo 1D, NCTOITI085T . Fixed Treatment

KSI-301 Phase 1b Retreatment Criteria

prespecified by disease state

* wAMD
~ Increase in CST 275 pm with a decrease in BCVA of z 5 letters compared to Week 12, OR
— Decrease in BCVA of = 5 letters compared to Day 1, due to worsening wAMD activity, OR
Decrease in BCVA of 2 10 lelters compared to the best prior BCVA, due to worsening wAMD activity, OR
— 6 months have elapsed since the last retreatment

* DME and RVO
Increase in CST 275 pm with a decrease in BCVA of 2 5 letters compared to Week 12 or the prior visit, OR
— Decrease in BCVA of = 10 letters compared to the best prior BCVA, due to worsening DME/RVO disease

aclivity
For all patients, investigators can retreat at their discretion

if significant disease activity is present that does not meet
the above criteria

WM = wet ago-related macular degenantior: DME = diabeto macolar edemac BVO = retinal wein cociusion: C5T = central subfeld retinal thickness: BCWA = best comoched visual acuty.
Clinicaiinals e 10 MRCTOIT#0852
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KSI-301 Phase 1b Baseline Characteristics

Narlable wAMD Cohort DME Cohort RVO Cohort
(n=51) (n=35) {n=35)
Age, mean (SD), years 77.9 (10.5) 59.7 (11.7) 63.6 (12.6)
| Gender, n (%), female 32 (62.7) 14 (40.0) 13 (37.1)
Race, n (%), White 48 (94.1) 28 (80.0) 31 (88.6)
| BCVA, mean (SD), ETDRS letters 63.3 (13.3) 66.8 (10.2) 54.9 (15.4)
Snellen equivalent ~20/50 ~20/50 20/80
BCVA, Snellen 20/40 or better, n (%) 20 (39.2) 16 (45.7) 6(17.1)
OCT CST, mean (SD), microns 430 (162) 453 (110) 675 (237)

Enahodors ol pabianti randomided a4 ol 09 June 2000, S0= wtandand diviston: BCVAR beet comecied visusl sculty. OCTs splical cohustancs lomagaiphy: C5Te central subfield thicknsis
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Wet AMD

The data below are from the 31 wet AMD patients who reached the week 44 visit prior to the ASRS meeting data cutoff date of June 9, 2020.
Improvements in BCVA and OCT from the initial treatments are noted, as expected for an anti-VEGF. From baseline to week 12, patients gained an
average of 6.7 letters off their good starting base of approximately 65 letters and an improvement in OCT CST of 93 microns. In the period between week
12 and week 44, the treatment effect is maintained both in terms of BCVA and OCT with just an average of 1.32 injections per patient, and notably 44% of
those treatments were the mandatory every 6-month doses. 58% of the 31 patients here received their first retreatment at week 32, six months after the last
loading dose. Supporting the extended durability, we see only a very slow fluctuation in the OCT over time, which compares favorably to the OCT
fluctuations observed with existing anti-VEGFs given on shorter dosing intervals. The stability in BCVA over this interval is also consistent with the
prolonged duration of KSI-301.

In the Phase 1b study, the average retinal thickness or OCT CST data as reported by our clinical investigators includes the height of pigment
epithelial detachments or PEDs. PEDs are an anatomic feature in some patients with wet AMD); treatment success in subjects with PEDs does not
necessarily imply complete flattening of the PED, but rather eliminating the intraretinal and subretinal fluid, particularly when the PED is very high prior to
anti-VEGF treatment. Additionally, comparison across studies of OCT mean CST values is difficult because it is often not clear or not disclosed in
presentations and publications whether the data include or exclude the height of the PED, and whether or how the data are corrected for different OCT
machine, among other reasons.

KSI-301 in Wet AMD: Bioactivity / Efficacy Assessment

change from baseline to week 44 in mean BCVA & OCT

BCVA
ETDRS letters

1.32 mean injections
44% of which were mandated Q6M doses

0 4 8 12 16 20,,.24 28 (32 36 40 44
450 ¥
58% of patients received
their first retreatment dose
- 400 at Week 32 (Q6M dosing)
w 2
E 8 350
SE
300
250

Ibarirm: Sata. Includes only Indomited palients Ml fnazhed VWiok 44 vl by T dali ol date of 09 Jun 2030: 2.5 & 5 e dos
pocked. Cbsened data. Ermor bars represent standaed wiror of Ba mean, OCT CET walses 400 site iaporied and inchuds PED haight
BCWVAE baest cemecind visual aouty; OCTe oplical cohsrencs iomography. CETa ponieal subfield thickeeas Moan injoctons ofiect B
mentage numise: of njectons received par patient betweeon VWesk 13 and 40 (afibercopt por fabel maen romber of inpctions 4.0}

—-— 3 Fatients reaching Weok 44
n Rt wisit by data cutalf
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When comparing subjects with and without very high PED at baseline, which we defined as 500 microns or more total CST, the BCVA and OCT
CST curves are similar in shape to those of the full cohort. Excluding the high PED patients, the OCT CST values are lower at baseline and over time, and
the standard error of the mean (SEM) error bars are narrower. Those four patients with high PEDs thus pull the overall average CST value up. Excluding
those four patients, the average retinal center subfield thickness is around 300 microns after initiation of treatment with KSI-301.

KSI-301 in Wet AMD: Bioactivity / Efficacy Assessment

in 27/31 subjects without high PEDs

75 2 : : ; . +B6.,1
T T | -
& ' j [ ; I | ~20/40*2
<2 m ::::S +5.8
5w i [ ! 20140
m
8 s
L
B0
o 4 8 12 16 20, .24 28 32 36 40 44
400 |

OCT C3T
microns

300

250
Intarires dala. Iecluden only fandomired patients Pl danched Wiesk 44 vt by e dala cutell dale of 08 Jun 2000 25 & § A cossis n: 31 overa“
pocded. Otsstved dats. Ermor bars represant standaed simor of e maan. OCT C5T valua &0 alite teporied and includs PED haighl. High
FED dafired as presence of a FED with baselinge C5T 2500 microns. BOYA= besi comeched visual acuity, DCT= oplical coherence m— i i
fomnograpiar: CETS cotral beblisld Fckness, n= 27 Without high PEDs
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Overall, 92% of our wet AMD patients have achieved a time to first retreatment of three months or longer. Of these patients, 82% went four months
or longer, and most patients have not received their first retreatment until five to six months after the last loading dose. 49% reached the six-month cap
without retreatment after the initial loading doses. Remarkably, 68%, of these wet AMD patients have achieved a six-month treatment interval at least once
during follow-up. As this is an anti-VEGF treatment naive population, there is no pre-selection for VEGF responders or patients who might require less
frequent dosing.

KSI-301 in wAMD: Durability Assessment

e Overall Timea on Study (weaks)

a 4 aJ 12 16 20 24 26 32 36 40 44 48 52 56 60 64 68 T2 First Retreatment Percentage
T ee———————T
25mg | — = At or before 2 months BY% (4/49)
() v e ——— . — — —
= : . “ 3 months or longer | 92% (45/49)

"' ;—I E E 4 months or longer | 82% (40/49)
L =

K31-301 :_- & months or longer | B6% (27/41)
L ——— = ——- ————————r T
T e ——— —__HEE 6 months | 49% (20/41)
S = == 68% (28/41) have achieved
g = a 6-month treatment
=+ n = -
1 interval at least once
Durability (months) i 2 3 d 5 B 7 B 9 0 411 42 13 14 15 18 dl..lril'lg fu"ow-up
& =3-monthinterval 4 S-monthinterval W Current lollow-up —+ Continuing follow-ug

& d-ranth interea & Capped retreatment 316 months B First retreatment not yet necded  #—  Discontinuation
b s, Inclades only Pandomiyed patenis Bl s hd te fire retroatmant speomanity (Wesk 17 vt by the dets culsd date of D9 Jun 2020 Each bar raprasdesis &9 indiadual paliest
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It is reassuring to see that as the data set matures, the vision, OCT and durability outcomes have remained consistent. For example, when comparing
the outcomes presented at the Angiogenesis meeting earlier in 2020 versus the data presented in July 2020 at the ASRS virtual meeting, the durability
proportions remain stable, as do the visual acuity and OCT outcomes.

KSI-301 in wAMD: Maturing dataset is
consistent over time

Angiogenesis Meeting ASRS Meeting

21 January 2020 cuto 09 June 2020 cuto

Patient-years Clinical Experience 22.0

Efficacy Analyses Week 24
(functional and anatomical) {n=31)

Mean change in BCVA 5.9 letters 5.8 letters
Mean change in OCT CST =58 microns =73 microns
Mean number injections since week 12 1 0.16 1.32

Durability Analyses

(time to first retreatment) n=33 n=49

At or before 2 months | 9% (3/35) 8% (4149
3 months or longer | 91% (32/35) 92% (45/49)
4 months or longer | 84% (27/32) 82% (40/49)
5 months or longer | T2% (21/29) 66% (27/41)
' 6 months 55% hﬁ.rzsj 49% {.20:’-11].1
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Diabetic Macular Edema (DME)

We measure KSI-301 efficacy data in treatment naive DME as change from baseline in BCVA and OCT CST. Below are data from the 18 DME
patients who reached the week 44 visit prior to the data cutoff date. These patients had good starting vision, approximately 70 letters. They experienced a
visual acuity increase after 3 loading doses and maintained a gain of 6.6 letters with a mean of just 0.61 retreatments. Notably, two thirds of patients never
required retreatment during this nine-month follow-up period. Consistent with the extended durability effect of KSI-301, we see again only slight
fluctuations in the OCT over time, which compares favorably to the OCT fluctuations observed with existing anti-VEGF agents that are given on shorter
dosing intervals.

KSI-301 in DME: Bioactivity / Efficacy Assessment

change from baseline to week 44 in mean BCVA & OCT

3
R
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The swim lane plot for DME durability is shown below. So far, 97% of DME patients have gone three months or longer before their first
retreatment; only one patient of 33 required their first retreatment at two months after the loading doses. Of these patients, 76% have gone four months or
longer, and 70% five months or longer before their first treatment. Further, 67% have gone six-months or longer — as there is no cap to the treatment
interval in the DME cohort. Almost half of the patients, or 45%, have not required retreatment to date, denoted by the purple bars. Some of these patients
have gone for a year without needing any additional treatment. The data set has also remained consistent over time, comparing the follow-up data available
at the Angiogenesis meeting earlier in 2020 to the data presented at ASRS.

KSI1-301 in DME: Durability Assessment

Loading |

&, 5 Overall Time on Study (weeks) First Retreatment Percentage
a 4 8 12 16 20 24 28 32 36 40 44 48 52 56 60 G4 68
; Before 2 months | 0% (0/33)
KS1-301 -
25mg Al 2 months | 3% (1/33)
(n=9)  =———— = —— I
- 3 months or longer | 97% (32/33)
- - 4 months or longer | 76% (25/33)
Ksl_ao" rr— - £ e 3 - S | — |
{::,gg) = - * 5 months or longer | 70% (23/33)
e —— ., 6 months or longer | 67% (22/33)
Total ——— - —
{n=33) —— —— 45% (1 5!33) have not
e — yet required a single
Durability(months): 1 2 3 4 5 6 7 B 9 10 41 12 13 14 15 retreatment
# s3-monthinterval & 5-monthinterval W Current follew-up —# Continuing follow-up

& d-month intereal & 26.monih interval B First retreatment not yet needsd

indarm data, inclades only randomatnd patsnls Bal resched e sl minatmant sppadunity (Week 17 wed] by the dats culod date of 08 Jon 2020
Eaoh bar represents. an indredual patent Al deparied pateents confinus (0 be followsd (no dacontimuations )
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KSI-301 in DME: Maturing dataset is consistent

over time

Angiogenesis Meeting ASRS Meeting
21 January 2020 cuto 09 June 2020 cutof

Patient-years Clinical Experience 16.8
Efficacy Analyses Week 24
(functional and anatomical) (n=19)
Mean change in BCVA ! 6.8 letters 6.6 letters
Mean change in OCT CST | =133 microns =132 microns
Mean number injections since week 12 i 0.21 0.61

Durability Analyses

(time to first retreatment) n=33 n=33

At 2 months 3% (1/32) 3% (1/33)
3 months or longer 97% (31/32) 97 % (32r33)
4 months or longer 76% (16/21) 76% {25!33.}
5 months or longer 68% (11/16) 70% (23/33)
6 months or longer | 64% (9r14) 67% (22/33)
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Retinal Vein Occlusion (RVO)

KSI-301 efficacy in treatment naive RVO is also measured as change from baseline in BCVA and OCT CST. The 33 RVO patients that completed
their week 44 visit began with a lower visual acuity baseline of approximately 55 letters, typical of this disease. After three loading doses, their visual
acuity substantially improved, with a 22.4 letter improvement at week 44, which is over four lines of vision gained on the standardized eye chart. The
vision gain was maintained with an average of just 1.33 injections, with only a third of patients requiring more than one retreatment in this period. A

sustained OCT response with a decrease of 370 microns was also noted.

KSI-301 in RVO: Bioactivity / Efficacy Assessment

change from baseline to week 44 in mean BCVA & OCT
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ETDRS |etters
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In this swim lane plot of the durability of individual patients with RVO, the disease with arguably the highest VEGF-load, the bars in pink and
orange now denote retreatment intervals of four months or longer and two months or shorter, respectively. 94% of RVO patients, 31 of the 33 patients, have
gone two months or longer before their first retreatment. Only 6% of patients had their first retreatment at one month after the loading doses. 66% had their
first retreatment three months or later since the loading doses, and 56% achieved a first interval of four months or longer. Remarkably, given that many

RVO patients require monthly therapy for the best results with existing medicines, 71% of patients have achieved a four month or longer interval at least
once during follow-up.

KSI-301 in RVO: Durability Assessment

Loading

Overall Time on Study (weeks)

[ -

4 8 12 16 20 24 28 32 36 40 44 48 52 56 60 64 68 T2
) First Retreatment Percentage
KSl-301 - =]
25mg — = o -=
{n=9) e — = > - —— AL 1 month 6% (2/34)
— - - ] 2 months or longer | 94% (31/33)
KSI-301 | : :
L1 - —— . 3 months or longer | 66% (21/32)
LR —— : s ——
- 4 months or longer | 56% (18/32)
Bt : 71% (24/34) have achieved
Y - - > a 4-month or longer
treatment interval at least
Durability (months 1 2 3 4 5 6 T 8 B 10 11 12 13 14 15 18 once during fo“aw_up
@ sZmonthinterval 4 2d-month intesval B Current follow-up — Continuing follow-up
4 3-month interval W First retreatment not yet needed  «#— Discontinuation

Enbnrim dats. inchodes oody randomized patents Mol resched B first eieaiment eppomunity (Week 17 visit) by The dats cuio® dade of D Jun 2030 Each Bar represents an individual patiend
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Looking at the recent efficacy and durability data compared to where they stood earlier this year, we see the consistency in the maturing Phase 1b

data, both with longer follow-up and more patients. In particular, the OCT and VA outcomes were stable from week 24, presented at Angiogenesis, to week
44, presented at the recent ASRS meeting.

KSI-301 in RVO: Maturing dataset is consistent

over time
Angiogenesis Meating ASRS Meeting
(21 January 2020 cutoff) (09 June 2020 cutoff)
Patient-years Clinical Experience 18.8
Efficacy Analyses Week 24
{functional and anatomical) (n=30)
‘ Mean change in BCVA 22.2 letters 22.4 letters
‘ Mean change in OCT CST =350 microns | -370 microns
‘ Mean number of injections since week 12 . 0.46 1.33
Durability Analyses
(first retreatment)
At 1 month 6% (2/33) 6% (2/34)
2 months or longer B;I_‘izi; (30/32) 971% {31/33)
3 months or longer 64% (z031) 66% (21/32)
4 months or longer 53% (16/30) 56% (18/32)
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Safety of KSI-301 Injections

We believe the safety profile of KSI-301 continues to be very encouraging. Now with nearly 550 injections given in the Phase 1a/1b program, and
with patients followed for as long as 18 months, we are continuing to track with the expectations set by the safety profile of the current standard of care
intravitreal medicines.

None of the serious adverse events, or SAEs, observed have been reported as drug-related, and they are typical of the systemic SAEs expected in
these patient populations. There are only two events (previously described) of intraocular inflammation resulting in a rate of 0.37% per injection or 1.5% on
a per-patient basis. The events were mild in nature, both trace to 1+ grade cells in the vitreous, on a standardized scale where 0 is none and 4+ is severe.
They resolved completely, and there was no vasculitis or retinitis in either patient. Both patients have done very well with substantial improvements in
vision from baseline; each of them has gained 30 letters or 6 lines of vision as of their last visits.

Multiple-dose safety of KSI-301

130 546 Y PR
81

. . 121
SUbjEGtS dosed Total doses given Completed the Phase 1b subjects at Week 12 or later that
in Phase 1a+1b in Phase 1a+1b loading phase in  have received all three loading doses plus
Phase 1b at least one additional retreatment

= Most AEs were assessed as mild and are consistent with profile of intravitreal anti-VEGFs

= To date, 29 SAEs have been reported in 16 subjects — none drug related

= One ocular SAE in the study eye (worsening DME secondary to systemic fluid overload, not drug
related)

= Only two AEs of intraccular inflammation, both trace to 1+ vitreous cells, with complete resolution

Rate of 0.37% on per-injection basis (2/546 injections), 1.5% on per-patient basis (2/130 patients)
— Mo vasculitis or retinitis in either patient

brchudas ol PRase Ta+1b patsents mndomined as of 03 Jun 1020, o dosos adminaderd acmss cobards. Interim salety data ae of 08 Jon 2020 AE: adverse svwect. SAE: sarious adversa evend
Infamimiation stoned bassd on e O - 4+ slerdardosd Winsous gradng scals [Foaser 2002)
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KSI-301 Pivotal Study Designs

Our pivotal study designs for wet AMD (our ongoing DAZZLE study), DME (GLEAM and GLIMMER), and RVO (BEACON) have been
optimized based on Phase 1b data and experience.

Pivotal Studies Assessing KSI-301's Durability Profile vs Eylea

Mow Recruiting
~-375 patients randomized'

Planned to Start in 2020

DAZZLE Study
(n~-550)

KSI-301
once every 3, 4or 5
months

after 3 monthly doses

Camparatar

Evlea

once every 2 months
after 3 monthly doses

Diabetic Macular Retinal Vein
Edema Occlusion

GLEAM and

GLIMMER studies
(n-450 each)

KSI-301
once every 2to 6
months

after 3 monthily doses

Comparator

Eylea
once every 2 months
after 5 monthly doses

BEACON Study
{n~550)

KSI-301
once every
2 months or longer

afver 2 monthly doses

Camparatar

Evlea
once every month

Non-Proliferative
Diabetic Retinopathy

GLOW Study
(n~400)

KSI-301
once every 4 or 6
months

after 2 bimonthly doses

Camparatar

Sham

LAs of 24 Juby 3020
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Wet AMD DAZZLE Study

DAZZLE assesses patients with treatment naive wet AMD and are randomized 1:1 to receive KSI-301 every 12 to 20 weeks or Eylea every 8
weeks, each after 3 monthly loading doses. The determination of treatment interval for the patients assigned to KSI-301 is based on disease activity
assessments where both OCT and BCVA are measured and compared against prior data, similar to other recent and ongoing Phase 3 studies in the field. By
default, patients are on an every 20 week regimen. If disease activity criteria are met before 20 weeks, that is, 12 or 16 weeks after the last dose, then the
treatment interval is correspondingly shortened.

The primary endpoint is at one year and is a non-inferiority comparison to Eylea, with a four letter non-inferiority margin. The one year endpoint is
measured as the average of the BCVA change from baseline to weeks 48 and 52. All of the KSI-301 patients are analyzed together as a single group with
respect to the primary comparison to Eylea. In the second year of the study, patients whose disease is stable can have their KSI-301 treatment interval
extended, and patients originally randomized to Eylea, will be re-randomized 1:1 to either continued Eylea or switched to every eight week KSI-301.

KSI-301 Phase 2b/3 wAMD DAZZLE Study
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Disease assessment criteria are used to determine whether the treatment interval is 12, 16 or 20 weeks. These criteria are tightened, and subjectivity
has been reduced, compared to the retreatment criteria used in the Phase 1b study. The DAZZLE criteria, and the overall approach to dosing regimen
determination in DAZZLE, are very similar to other recent Phase 3 programs in wet AMD. The aim is to customize the dose interval per patient, in a way
that is feasible in a large, multicenter, double-masked trial.

How do DAZZLE Study Disease Activity

Assessment Criteria Compare to Phase 1b?

Parameters Phase 1b Study DAZZLE study Change
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letters compared to the best
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wAMD activity, OR
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compared to the best prior BCVA, No change
due to worsening wAMD activity, OR

Visual only

Eliminated to reduce

Decrease in BCVA of = 5 subjectivity and

letters compared to Day 1, due | N/A

to worsening wAMD activity unnecessary
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Diabetic Macular Edema Paired Studies, GLEAM and GLIMMER

We will run two Phase 3 studies in parallel with identical design. In each of the two studies, called GLEAM and GLIMMER, we will randomize 450
treatment-naive DME patients to either KSI-301 every 8 to 24 weeks after 3 loading doses, or Eylea every 8 weeks after 5 loading doses. Approximately
450 patients will be randomized per study, and the primary endpoint is the change from baseline in BCVA at one year, again the average of the week 48 and
52 visits. The studies are non-inferiority studies with a margin of 4.5 letters.

At each monthly study visit, patients who have been randomized to KSI-301 will undergo a disease activity assessment, using data from both BCVA
and OCT measurements. Depending on their disease activity status, the dosing interval can be shortened, lengthened, or maintained at the same interval.
This is different than in DAZZLE where the interval can only be maintained or shortened in the first year. In DME, patients may experience disease
modification (improvement in the severity of the underlying retinopathy) that curtails the need for therapy over time, an event that has been seen in many
DME patients treated with KSI-301 allowing for the treatment interval to be potentially further prolonged after the first retreatment. The minimum KSI-301
treatment interval in GLEAM and GLIMMER is every eight weeks, and the maximum interval is every 24 weeks or six months.

KSI-301 Phase 3 DME GLEAM and GLIMMER Studies
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In the second year of both studies, the same approach is maintained. Eylea will stay on its g8 week regimen, and patients on KSI-301 will continue
to be on an 8 to 24 week regimen based on disease activity.

KSI-301 Phase 3 DME GLEAM and GLIMMER Studies
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To determine the treatment interval for KSI-301 patients, we will again employ disease activity assessments and protocol-specified criteria. All
patients randomized to KSI-301 are on the longest interval by default. If patients meet any of these disease activity criteria at earlier timepoints, the
retreatment interval is shortened. The criteria for shortening the treatment interval are tighter than they are in Phase 1b, and the subjectivity is reduced.
Additional anatomic criteria have also been included.

How do GLEAM/GLIMMER Studies Disease Activity

Assessment Criteria Compare to Phase 1b?

Parameters Phase 1b Study GLEAM/GLIMMER Studies Change
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Retinal Vein Occlusion BEACON Study Design

The Phase 3 study in patients with RVO (BEACON), is a year-long study in which we will randomize 550 patients with treatment-naive RVO, either
branch or central vein type, to either every 8 week KSI-301 after two loading doses, or to monthly Eylea, for the first six months. The primary endpoint is
at six months, with a non-inferiority margin of 4.5 letters.

In the second six months, patients in both groups will receive treatment on an individualized regimen, again using typical disease activity
assessments. This phase of the study will provide a direct, head-to-head comparison of Eylea and KSI-301 on the same criteria-driven regimen. The
minimum interval is monthly and there is no upper limit to the retreatment interval in this six-month period.

KSI-301 Phase 3 RVO BEACON Study Design
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Because the first six months of the study are fixed-interval dosing, the disease activity assessment criteria are only used to determine dosing in the
second six months of the RVO study. The criteria are similar to our DME studies, and tighter than they are in Phase 1b, with the OCT and BCVA measured
against the best previous measurements; subjectivity is also reduced.

How do BEACON Study Disease Activity Assessment

Criteria Compare to Phase 1b?

Parameters Phase 1b Study BEACON Study Change

Increase in OCT CST 2 50 ym compared to Tighter and
Increase in CST 275 pm with a lowest previous measuremeant and a dynamic

\UEITENRE [l ciecrease in BGVA of 2 5 letters decrease in BCVA of z 5 letters compared to

PRI o mpared to Week 12 or the prior | the average of the 2 best previous BCVA control of both

visit, OR assessments, due to worsening of RVO vision and
disease aclivity, or anatomy
Eliminated to
Decrease in BCVA of = 10 lefters reduce
IETE IR compared to the best prior BCVA, | N/A subjectivity and
due to worsening RVO activity unnecessary
retreatments
Anatomical Increase in OCT CST & 75 ym compared to Added one
MN/A lowest previous measurement due to anatomical-
only worsening of RVO disease activity; or only criteria

RWG = refinal vein occhslon: GET = optical cobsrenca tomography. ©5T = cantral sublield retinal Sickness: BCVA = best cormected visual nowity,

Conclusions

Overall, we believe that the continued maturation of the safety, efficacy, and durability data of KSI-301, as shown in the Phase 1b study, support our
efforts to bring KSI-301 to the market as a potentially disruptive ‘Generation 2.0’ anti-VEGF in these retinal diseases, and that the data lend confidence to
the design of our current and planned pivotal studies of KSI-301. We believe these clinical studies, if successful, may demonstrate a meaningfully
differentiated clinical profile of KSI-301 as compared to current therapies, and we also believe that this profile would allow KSI-301 to compete effectively
in the evolving commercial and product landscape.
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Since inception in June 2009, we have devoted substantially all of our resources to discovering and developing product candidates and
manufacturing processes, building our ABC Platform and assembling our core capabilities in drug development for ophthalmic disease. We plan to
continue to use third-party clinical research organizations, or CROs, to carry out our preclinical and clinical development. We rely on third-party contract
manufacturing organizations, or CMOs, to manufacture and supply our preclinical and clinical materials to be used during the development of our product
candidates. We are evaluating investments in commercial manufacturing capacity. We do not have any products approved for sale and have not generated
any product revenue since inception.

We have funded our operations primarily through equity securities. In October 2018, we completed our initial public offering, or IPO. In December
2019, we completed a follow-on offering. In addition, we entered into a royalty funding agreement and received an initial payment of $100.0 million in
February 2020.

We have incurred significant operating losses to date and expect that our operating losses will increase significantly as we advance our product
candidates, particularly KSI-301, through preclinical and clinical development, seek regulatory approval, prepare for and, if approved, proceed to
commercialization; broaden and improve our platform; acquire, discover, validate and develop additional product candidates; obtain, maintain, protect and
enforce our intellectual property portfolio; and hire additional personnel. Our net loss was $50.4 million for the six months ended June 30, 2020. As of June
30, 2020, we had an accumulated deficit of $208.5 million.

Our ability to generate product revenue will depend on the successful development and eventual commercialization of one or more of our product
candidates. Until such time as we can generate significant revenue from sales of our product candidates, if ever, we expect to finance our operations
through the sale of equity, debt financings or other capital sources, including potential collaborations with other companies or other strategic transactions.
Adequate funding may not be available to us on acceptable terms, or at all. If we fail to raise capital or enter into such agreements as, and when, needed, we
may have to significantly delay, scale back, or discontinue the development and commercialization of KSI-301 for wet AMD, RVO, DME or DR without
DME or delay our efforts to advance and expand our product pipeline.

As of June 30, 2020, we had cash, cash equivalents and marketable securities of $417.1 million.

Components of Operating Results
Operating Expenses
Research and Development Expenses

Substantially all of our research and development expenses consist of expenses incurred in connection with the development of our ABC Platform
and product candidates. These expenses include certain payroll and personnel expenses, including stock-based compensation, for our research and product
development employees; laboratory supplies and facility costs; consulting costs; contract manufacturing and fees paid to CROs to conduct certain research
and development activities on our behalf; and allocated overhead, including rent, equipment, depreciation and utilities. We expense both internal and
external research and development expenses as they are incurred. Costs of certain activities, such as manufacturing and preclinical and clinical studies, are
generally recognized based on an evaluation of the progress to completion of specific tasks. Nonrefundable payments made prior to the receipt of goods or
services that will be used or rendered for future research and development activities are deferred and capitalized. The capitalized amounts are recognized as
expense as the goods are delivered or the related services are performed.

We are focusing substantially all of our resources and development efforts on the development of our product candidates, in particular KSI-301. We
expect our research and development expenses to increase substantially during the next few years as we initiate our Phase 3 studies, complete our clinical
program, pursue regulatory approval of our drug candidates and prepare for a possible commercial launch. Predicting the timing or the final cost to
complete our clinical program or validation of our commercial manufacturing and supply processes is difficult and delays may occur because of many
factors, including factors outside of our control. For example, if the FDA or other regulatory authorities were to require us to conduct clinical trials beyond
those that we currently anticipate, or if we experience significant delays in enrollment in any of our clinical trials, we could be required to expend
significant additional financial resources and time on the completion of clinical development. Furthermore, we are unable to predict when or if our drug
candidates will receive regulatory approval with any certainty.
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General and Administrative Expenses

General and administrative expenses consist principally of payroll and personnel expenses, including stock-based compensation; professional fees
for legal, consulting, accounting and tax services; allocated overhead, including rent, equipment, depreciation and utilities; and other general operating
expenses not otherwise classified as research and development expenses.

We anticipate that our general and administrative expenses will increase as a result of increased personnel costs, including stock-based
compensation, expanded infrastructure and higher consulting, legal and accounting services associated with maintaining compliance with requirements of
the stock exchange listing and the Securities and Exchange Commission, or SEC, investor relations costs and director and officer insurance premiums.

Interest Income

Interest income consists primarily of interest income earned on our cash, cash equivalents and marketable securities.

Other Income (Expense), Net

Other income (expense), net consists primarily of accretion income on marketable debt securities net of amortized issuance costs from the liability
related to the future sale of royalties to BBA in 2019.
Results of Operations

The following table summarizes the results of our operations for the periods indicated, in thousands:

Three Months Ended Six Months Ended
June 30, June 30,
2020 2019 Change 2020 2019 Change

Operating expenses

Research and development $ 20,557 $ 8,838 % 11,719 $ 40,727 $ 14561 $ 26,166

General and administrative 6,222 2,976 3,246 11,775 5,713 6,062
Loss from operations (26,779) (11,814) (14,965) (52,502) (20,274) (32,228)

Interest income 698 331 367 1,906 793 1,113

Interest expense (6) ) “4) (13) (6) (7)

Other income (expense), net 88 100 (12) 218 118 100
Net loss $ (25999) $ (11,385) $ (14,614) $ (50,391) $ (19,369) $ (31,022)

Research and Development Expenses

The following table summarizes our research and development expenses for the periods indicated, in thousands:

Three Months Ended Six Months Ended
June 30, June 30,
2020 2019 Change 2020 2019 Change

ABC Platform external expenses (1) $ 2,447  $ 949 $ 1,498 $ 3,171  $ 1,471  $ 1,700
KSI-301 program external expenses (2) 9,888 4,110 5,778 22,173 5,883 16,290
KSI-501 program external expenses (3) 394 430 (36) 469 819 (350)
Payroll and personnel expenses (4) 6,858 2,824 4,034 12,746 5,337 7,409
Other research and development expenses (5) 970 525 445 2,168 1,051 1,117

Total research and development expenses $ 20,557 % 8,838 $ 11,719 $ 40,727 $ 14561 $ 26,166

(1)  ABC Platform external expenses primarily relates to manufacturing of biopolymer intermediate drug substance which can be used with multiple
product candidates. These expenses are primarily for services provided by CMOs.

(2)  KSI-301 program external expenses relates to development of KSI-301, including manufacturing and clinical trial costs. These expenses are
primarily for services provided by CMOs and CROs.

(3)  KSI-501 program external expenses relates to research and development of KSI-501.

(4)  Payroll and personnel expenses includes salaries, benefits and stock-based compensation for our personnel involved in research and development
activities. These expenses are separately classified and not allocated to specific programs because these expenses relate to multiple programs.

(5)  Other research and development expenses includes direct costs related to research and development activities other than those listed above.
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ABC Platform external expenses increased $1.5 million and $1.7 million during the three and six months ended June 30, 2020, respectively, as
compared to 2019. The increase was primarily driven by manufacturing runs to support our product candidate pipeline.

KSI-301 program external expenses increased $5.8 million and $16.3 million during the three and six months ended June 30, 2020, respectively, as
compared to 2019. The increase was primarily due to clinical trial costs to support ongoing trials and planned trials, as well as manufacturing runs for KSI-
301. Our pivotal DAZZLE clinical study dosed the first patient in October 2019 and over 375 patients were enrolled as of July 30, 2020.

KSI-501 program external expenses remained relatively constant during the three and six months ended June 30, 2020, as compared to 2019.

Payroll and personnel expenses increased $4.0 million and $7.4 million during the three and six months ended June 30, 2020, respectively, as
compared to 2019, due to increased headcount and stock-based compensation expense.

Other research and development expenses increased $0.4 million and $1.1 million during the three and six months ended June 30, 2020,
respectively, as compared to 2019, due to increased costs on our early research pipeline.
General and Administrative Expenses

General and administrative expenses increased $3.2 million and $6.1 million during the three and six months ended June 30, 2020, respectively, as
compared to 2019. The increase was primarily driven by increased headcount and stock-based compensation expense as well as professional services
related to accounting, audit, legal and consulting services and costs.
Liquidity and Capital Resources; Plan of Operations
Sources of Liquidity

We have funded our operations primarily through the sale of equity securities. In addition, we entered into a royalty funding agreement and received
an initial payment of $100.0 million in February 2020. As of June 30, 2020, we had cash, cash equivalents and marketable securities of $417.1 million.
Future Funding Requirements

We have incurred net losses since our inception. For the six months ended June 30, 2020, we had net loss of $50.4 million, and we expect to
continue to incur additional losses in future periods. As of June 30, 2020, we had an accumulated deficit of $208.5 million.

We have based these estimates on assumptions that may prove to be wrong, and we could deplete our available capital resources sooner than we
expect. Because of the risks and uncertainties associated with research, development and commercialization of product candidates, we are unable to
estimate the exact amount of our working capital requirements. Our future funding requirements will depend on and could increase significantly as a result
of many factors.

To date, we have not generated any product revenue. We do not expect to generate any product revenue unless and until we obtain regulatory
approval of and commercialize any of our product candidates or enter into collaborative agreements with third parties, and we do not know when, or if,
either will occur. We expect to continue to incur significant losses for the foreseeable future, and we expect our losses to increase as we continue the
development of, and seek regulatory approvals for, our product candidates, and begin to commercialize any approved products. We are subject to all of the
risks typically related to the development of new product candidates, and we may encounter unforeseen expenses, difficulties, complications, delays and
other unknown factors that may adversely affect our business.

We have based these estimates on assumptions that may prove to be wrong, and we could deplete our capital resources sooner than we expect. The
timing and amount of our operating expenditures and capital requirements will depend on many factors, including:

« the scope, timing, rate of progress and costs of our drug discovery, preclinical development activities, laboratory testing and clinical trials for our
product candidates;

« the number and scope of clinical programs we decide to pursue;
« the scope and costs of manufacturing development and commercial manufacturing activities;
« the extent to which we acquire or in-license other product candidates and technologies;

« the cost, timing and outcome of regulatory review of our product candidates;
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« the costs of preparing, filing and prosecuting patent applications, maintaining and enforcing our intellectual property rights and defending
intellectual property-related claims;

« our ability to establish and maintain collaborations on favorable terms, if at all;

« our efforts to enhance operational systems and our ability to attract, hire and retain qualified personnel, including personnel to support the
development of our product candidates;

« the costs associated with being a public company; and
« the cost and timing associated with commercializing our product candidates, if they receive marketing approval.

A change in the outcome of any of these or other variables with respect to the development of any of our product candidates could significantly
change the costs and timing associated with the development of that product candidate. Furthermore, our operating plans may change in the future, and we
will continue to require additional capital to meet operational needs and capital requirements associated with such operating plans. If we raise additional
funds by issuing equity securities, our stockholders may experience dilution. Any future debt financing into which we enter may impose upon us additional
covenants that restrict our operations, including limitations on our ability to incur liens or additional debt, pay dividends, repurchase our common stock,
make certain investments and engage in certain merger, consolidation or asset sale transactions. Any debt financing or additional equity that we raise may
contain terms that are not favorable to us or our stockholders. If we are unable to raise additional funds when needed, we may be required to delay, reduce,
or terminate some or all of our development programs and clinical trials. We may also be required to sell or license rights to our product candidates in
certain territories or indications to others that we would prefer to develop and commercialize ourselves.

The significant uncertainties caused by the evolving effects of the COVID-19 pandemic may also negatively impact our operations and capital
resources. We and our key clinical and manufacturing partners have been able to continue to advance our operations, and we continue to monitor the impact
of COVID-19 on our ability to continue the development of, and seek regulatory approvals for, our product candidates, and begin to commercialize any
approved products. This pandemic may ultimately have a material adverse effect on our liquidity and operating plans, although we are unable to make any
prediction with certainty given the spread and rapidly changing nature of the pandemic and the evolving global actions taken to contain and treat the novel
coronavirus.

Adequate additional funding may not be available to us on acceptable terms or at all. Our failure to raise capital as and when needed could have a
negative impact on our financial condition and our ability to pursue our business strategies. See the section of this report titled “Part II, Item 1A — Risk
Factors” for additional risks associated with our substantial capital requirements.

Summary Statement of Cash Flows

The following table sets forth the primary sources and uses of cash for each of the periods presented below, in thousands:

Six Months Ended
June 30,
2020 2019
(in thousands)

Net cash (used in) provided by:

Operating activities $ (31,837) $ (20,157)
Investing activities (10,416) (23,192)
Financing activities 100,292 62

Net increase (decrease) in cash, cash equivalents and restricted cash $ 58,039 $ (43,287)

Cash Flows from Operating Activities

The $11.7 million increase in cash used in operating activities for the six months ended June 30, 2020 as compared to 2019 was primarily driven by
the increase in net loss during this period due to increased payroll and personnel expenses and manufacturing and clinical trial costs to support overall
growth.
Cash Flows from Investing Activities

The $12.8 million decrease in cash used in investing activities for the six months ended June 30, 2020 as compared to 2019 was driven by the
investment of funds from maturities of marketable securities into money market funds during 2020.
Cash Flows from Financing Activities

The $100.2 million increase in cash provided by financing activities for the six months ended June 30, 2020 as compared to 2019 was due to the

proceeds from sale of future royalties to BBA.

43



Contractual Obligations and Commitments

The disclosure of our contractual obligations and commitments is set forth under the heading “Management’s Discussion and Analysis of Financial
Condition and Results of Operations — Contractual Obligations” in our Annual Report on Form 10-K for the year ended December 31, 2019. There have
been no material changes in our contractual obligations and commitments since December 31, 2019, except as otherwise described in Note 6 to our
unaudited condensed consolidated financial statements included in this report.

Critical Accounting Policies, Significant Judgments and Use of Estimates

Our consolidated financial statements have been prepared in accordance with U.S. generally accepted accounting principles, or GAAP. The
preparation of these consolidated financial statements requires us to make estimates and assumptions that affect the reported amounts of assets and
liabilities, the disclosure of contingent assets and liabilities at the date of the consolidated financial statements, as well as the reported expenses incurred
during the reporting periods. Our estimates are based on our historical experience and on various other factors that we believe are reasonable under the
circumstances, the results of which form the basis for making judgments about the carrying value of assets and liabilities that are not readily apparent from
other sources. Actual results may differ from these estimates under different assumptions or conditions. We believe that the accounting policies discussed
below are critical to understanding our historical and future performance, as these policies relate to the more significant areas involving management’s
judgments and estimates.

During the six months ended June 30, 2020, there were no material changes to our critical accounting policies as reported in our Annual Report on
Form 10-K for the year ended December 31, 2019, which was filed with the SEC on March 16, 2020, except as otherwise described in Note 2 to our
unaudited condensed consolidated financial statements included in this report.

Off-Balance Sheet Arrangements

Since our inception, we have not engaged in any off-balance sheet arrangements, as defined in the rules and regulations of the SEC.

JOBS Act Accounting Election

The Jumpstart Our Business Startups Act of 2012, or JOBS Act permits an “emerging growth company” such as us to take advantage of an extended
transition period to comply with new or revised accounting standards applicable to public companies until such pronouncements are made applicable to
private companies, unless we otherwise irrevocably elect not to avail ourselves of this exemption. However, we have chosen to irrevocably “opt out” of
such extended transition period, and as a result, we will comply with new or revised accounting standards on the relevant dates on which adoption of such
standards is required for non-emerging growth companies. Section 107 of the JOBS Act provides that our decision to not take advantage of the extended
transition period for complying with new or revised accounting standards is irrevocable.

Recent Accounting Pronouncements

A description of recently issued accounting pronouncements that may potentially impact our financial position and results of operations is discussed
under Note 2 to our unaudited condensed consolidated financial statements included in this report.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk.

During the six months ended June 30, 2020, there were no material changes to our market risk disclosures as reported in our Annual Report on Form
10-K for the year ended December 31, 2019, which was filed with the SEC on March 16, 2020.

Item 4. Controls and Procedures.
Management’s Evaluation of our Disclosure Controls and Procedures

We maintain “disclosure controls and procedures,” as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act, that are designed to ensure
that information required to be disclosed in the reports that we file or submit under the Exchange Act is (1) recorded, processed, summarized and reported
within the time periods specified in the SEC’s rules and forms and (2) accumulated and communicated to our management, including our principal
executive and principal financial officers, or persons performing similar functions, as appropriate to allow timely decisions regarding required disclosure.

Any controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving the desired control
objectives and management necessarily applies its judgment in evaluating the cost-benefit relationship of possible controls and procedures. Based upon
such evaluation, management concluded that the design and operation of our disclosure controls and procedures were effective at a reasonable assurance
level as of June 30, 2020.

Changes in Internal Control over Financial Reporting

There has been no change in our internal control over financial reporting during the quarter ended June 30, 2020, that has materially affected, or is
reasonably likely to materially affect, our internal control over financial reporting. In response to the COVID-19 global pandemic, remote working
arrangements have been implemented for non-essential employees since March 17, 2020. Management has taken measures to ensure that the internal
control over financial reporting remains materially unchanged during this period and will continually monitor and assess internal controls to minimize
impact on their design and operating effectiveness.
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PART II—OTHER INFORMATION

Item 1. Legal Proceedings.

From time to time, we may become involved in litigation relating to claims arising from the ordinary course of business. As of the date of this
report, there are no claims or actions pending against us, the ultimate disposition of which could have a material adverse effect on our results of operations
or financial condition.

Item 1A. Risk Factors.

You should consider carefully the following risk factors, together with all the other information in this report, including the section of this report
titled “Part I, Item 2 — Management’s Discussion and Analysis of Financial Condition and Results of Operations” and our unaudited condensed financial
statements and notes thereto. The occurrence of any events described in the following risk factors and the risks described elsewhere in this report could
harm our business, operating results, financial condition, and/or growth prospects or cause our actual results to differ materially from those contained in
forward-looking statements that we have made in this report and those we may make from time to time. You should consider all of the risk factors
described when evaluating our business.

Risks Related to Our Business, Financial Condition and Capital Requirements

We are in the early clinical stage of drug development and have a very limited operating history and no products approved for commercial sale, which
may make it difficult to evaluate our current business and predict our future success and viability.

We are a biopharmaceutical company committed to researching, developing and commercializing transformative therapeutics to treat high
prevalence retinal diseases. We commenced operations in June 2009, have no products approved for commercial sale and have not generated any revenue.
Drug development is a highly uncertain undertaking and involves a substantial degree of risk. Except for KSI-301, we have not initiated clinical trials for
any of our other product candidates. To date, we have not completed a pivotal clinical trial, obtained marketing approval for any product candidates,
manufactured a commercial scale product, or conducted sales and marketing activities necessary for successful product commercialization. Our limited
operating history as a company and early stage of drug development make any assessment of our future success and viability subject to significant
uncertainty. We will encounter risks and difficulties frequently experienced by early-stage biopharmaceutical companies in rapidly evolving fields, and we
have not yet demonstrated an ability to successfully overcome such risks and difficulties. If we do not address these risks and difficulties successfully, our
business will suffer.

We have incurred significant net losses in each period since our inception and anticipate that we will continue to incur significant and increasing net
losses for the foreseeable future.

We have incurred net losses in each reporting period since our inception, including net loss of $50.4 million for the six months ended June 30, 2020.
As of June 30, 2020, we had an accumulated deficit of $208.5 million.

We have invested significant financial resources in research and development activities, including for our product candidates and our ABC Platform.
We do not expect to generate revenue from product sales for several years, if at all. The amount of our future net losses will depend, in part, on the level of
our future expenditures and our ability to generate revenue. Moreover, our net losses may fluctuate significantly from quarter to quarter and year to year,
such that a period-to-period comparison of our results of operations may not be a good indication of our future performance.

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

* progress our current and any future product candidates through preclinical and clinical development;

work with our contract manufacturers to scale up the manufacturing processes for our product candidates or, in the future, establish and operate a
manufacturing facility;

continue our research and discovery activities;

continue the development of our ABC Platform;

initiate and conduct additional preclinical, clinical or other studies for our product candidates;

change or add additional contract manufacturers or suppliers;

seek regulatory approvals and marketing authorizations for our product candidates;

establish sales, marketing and distribution infrastructure to commercialize any products for which we obtain approval;
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« acquire or in-license product candidates, intellectual property and technologies;

» make milestone, royalty or other payments due under any current or future collaboration or license agreements;
« obtain, maintain, expand, protect and enforce our intellectual property portfolio;

« attract, hire and retain qualified personnel;

« experience any delays or encounter other issues related to our operations;

» meet the requirements and demands of being a public company; and

« defend against any product liability claims or other lawsuits related to our products.

Our prior losses and expected future losses have had and will continue to have an adverse effect on our stockholders’ equity and working capital. In
any particular quarter or quarters, our operating results could be below the expectations of securities analysts or investors, which could cause our stock
price to decline.

Drug development is a highly uncertain undertaking and involves a substantial degree of risk. We have never generated any revenue from product
sales, and we may never generate revenue or be profitable.

We have no products approved for commercial sale and have not generated any revenue from product sales. We do not anticipate generating any
revenue from product sales until after we have successfully completed clinical development and received regulatory approval for the commercial sale of a
product candidate, if ever.

Our ability to generate revenue and achieve profitability depends significantly on many factors, including:

successfully completing research and preclinical and clinical development of our product candidates;

obtaining regulatory approvals and marketing authorizations for product candidates for which we successfully complete clinical development and
clinical trials;

developing a sustainable and scalable manufacturing process for our product candidates, as well as establishing and maintaining commercially
viable supply relationships with third parties that can provide adequate products and services to support clinical activities and any commercial
demand for our product candidates;

identifying, assessing, acquiring and/or developing new product candidates;

negotiating favorable terms in any collaboration, licensing or other arrangements into which we may enter;

launching and successfully commercializing product candidates for which we obtain regulatory and marketing approval, either by collaborating
with a partner or, if launched independently, by establishing a sales, marketing and distribution infrastructure;

obtaining and maintaining an adequate price for our product candidates, both in the United States and in foreign countries where our products are
commercialized;

obtaining adequate reimbursement for our product candidates from payors;

obtaining market acceptance of our product candidates as viable treatment options;

addressing any competing technological and market developments;

maintaining, protecting, expanding and enforcing our portfolio of intellectual property rights, including patents, trade secrets and know-how; and

attracting, hiring and retaining qualified personnel.

Because of the numerous risks and uncertainties associated with drug development, we are unable to predict the timing or amount of our expenses,
or when we will be able to generate any meaningful revenue or achieve or maintain profitability, if ever. In addition, our expenses could increase beyond
our current expectations if we are required by the FDA or foreign regulatory agencies, to perform studies in addition to those that we currently anticipate,
or if there are any delays in any of our or our future collaborators’ clinical trials or the development of any of our product candidates. Even if one or more
of our product candidates is approved for commercial sale, we anticipate incurring significant costs associated with commercializing any approved product
candidate and ongoing compliance efforts.
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Even if we are able to generate revenue from the sale of any approved products, we may not become profitable, and we will need to obtain
additional funding through one or more debt or equity financings in order to continue operations. Revenue from the sale of any product candidate for which
regulatory approval is obtained will be dependent, in part, upon the size of the markets in the territories for which we gain regulatory approval, the accepted
price for the product, the ability to get reimbursement at any price and whether we own the commercial rights for that territory. If the number of
addressable patients is not as significant as we anticipate, the indication approved by regulatory authorities is narrower than we expect, or the reasonably
accepted population for treatment is narrowed by competition, physician choice or treatment guidelines, we may not generate significant revenue from sales
of such products, even if approved. Even if we do achieve profitability, we may not be able to sustain or increase profitability on a quarterly or annual
basis.

Our failure to become and remain profitable could decrease the value of our company and could impair our ability to raise capital, expand our
business, maintain our research and development efforts, diversify our pipeline of product candidates or continue our operations and cause a decline in the
value of our common stock, all or any of which may adversely affect our viability.

If we fail to obtain additional financing, we may be unable to complete the development and, if approved, commercialization of our product candidates.

Our operations have required substantial amounts of cash since inception. To date, we have funded our operations primarily through the sale of
equity securities. Developing our product candidates is expensive, and we expect to substantially increase our spending as we advance KSI-301 into
Phase 3 clinical trials. Even if we are successful in developing our product candidates, obtaining regulatory approvals and launching and commercializing
any product candidate will require substantial additional funding.

As of June 30, 2020, we had cash, cash equivalents and marketable securities of $417.1 million. Our estimate as to how long we expect our existing
cash, cash equivalents and marketable securities to be available to fund our operations is based on assumptions that may prove inaccurate, and we could
deplete our available capital resources sooner than we currently expect. In addition, changing circumstances may cause us to increase our spending
significantly faster than we currently anticipate, and we may need to spend more money than currently expected because of circumstances beyond our
control. We may need to raise additional funds sooner than we anticipate if we choose to expand more rapidly than we presently anticipate.

We will require additional capital for the further development and, if approved, commercialization of our product candidates. Additional capital may
not be available when we need it, on terms acceptable to us or at all. For example, the recent outbreak of COVID-19 has significantly disrupted world
financial markets, negatively impacted US market conditions, increased the volatility of trading prices for biopharmaceutical companies, and may reduce
opportunities for us to seek out additional funding when needed. We have no committed source of additional capital. If adequate capital is not available to
us on a timely basis, we may be required to significantly delay, scale back or discontinue our research and development programs or the commercialization
of any product candidates, if approved, or be unable to continue or expand our operations or otherwise capitalize on our business opportunities, as desired,
which could materially affect our business, financial condition and results of operations and cause the price of our common stock to decline.

Due to the significant resources required for the development of our product candidates, and depending on our ability to access capital, we must
prioritize development of certain product candidates. Moreover, we may expend our limited resources on product candidates that do not yield a
successful product and fail to capitalize on product candidates or indications that may be more profitable or for which there is a greater likelihood of
success.

Due to the significant resources required for the development of our product candidates, we must decide which product candidates and indications to
pursue and advance and the amount of resources to allocate to each. Our decisions concerning the allocation of research, development, collaboration,
management and financial resources toward particular product candidates or therapeutic areas may not lead to the development of any viable commercial
product and may divert resources away from better opportunities. Similarly, our potential decisions to delay, terminate or collaborate with third parties in
respect of certain product candidates may subsequently also prove to be suboptimal and could cause us to miss valuable opportunities. If we make incorrect
determinations regarding the viability or market potential of any of our product candidates or misread trends in the biopharmaceutical industry, in particular
for retinal diseases, our business, financial condition and results of operations could be materially adversely affected. As a result, we may fail to capitalize
on viable commercial products or profitable market opportunities, be required to forego or delay pursuit of opportunities with other product candidates or
other diseases and disease pathways that may later prove to have greater commercial potential than those we choose to pursue, or relinquish valuable rights
to such product candidates through collaboration, licensing or other royalty arrangements in cases in which it would have been advantageous for us to
invest additional resources to retain sole development and commercialization rights.
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Risks Related to the Discovery, Development and Commercialization of Our Product Candidates

Our prospects are heavily dependent on KSI-301, which is in the early stages of clinical development and is the only product candidate that we expect
to be in clinical development in the near term.

KSI-301 is our only product candidate that we expect to be in clinical studies in the near term. It may be years before DAZZLE and/or any other
registrational type trial is completed, if at all. Further, we cannot be certain that either KSI-301 or any of our product candidates will be successful in
clinical trials.

Our early encouraging preclinical and Phase 1/1b clinical trial results for KSI-301 are not necessarily predictive of the results of our ongoing or
future discovery programs or clinical studies including later-stage preclinical studies or in humans during clinical studies. Many companies in the
pharmaceutical and biotechnology industries have suffered significant setbacks in late-stage clinical studies after achieving positive results in early-stage
development, including early-stage clinical studies, and we cannot be certain that we will not face similar setbacks. These setbacks have been caused by,
among other things, preclinical findings made while clinical studies were underway or safety or efficacy observations made in preclinical studies and
clinical studies, including previously unreported adverse events.

There can be significant variability in safety or efficacy results between different clinical studies of the same product candidate due to numerous
factors, including changes in study procedures set forth in protocols, differences in the size and type of the patient populations, changes in and adherence to
the clinical study protocols and the rate of dropout among clinical study participants. Moreover, preclinical and clinical data are often susceptible to varying
interpretations and analyses, and many companies that believed their product candidates performed satisfactorily in preclinical studies and clinical studies
nonetheless failed to obtain FDA approval.

We may in the future advance product candidates into clinical trials and terminate such trials prior to their completion. While we have certain
preclinical programs in development and intend to develop other product candidates, it will take additional investment and time for such programs to reach
the same stage of development as KSI-301.

A failure of KSI-301 in clinical development may require us to discontinue development of other product candidates based on our ABC Platform.

If KSI-301 fails in development as a result of any underlying problem with our platform, then we may discontinue development of some or all of
our product candidates that are based on our ABC Platform. If we discontinue development of KSI-301, or if KSI-301 were to fail to receive regulatory
approval or were to fail to achieve sufficient market acceptance, we could be prevented from or significantly delayed in achieving profitability.

Research and development of biopharmaceutical products is inherently risky. We cannot give any assurance that any of our product candidates will
receive regulatory, including marketing, approval, which is necessary before they can be commercialized.

We are at an early stage of development of our product candidates. Our future success is dependent on our ability to successfully develop, obtain
regulatory approval for, and then successfully commercialize our product candidates, and we may fail to do so for many reasons, including the following:

« our product candidates may not successfully complete preclinical studies or clinical trials;

« a product candidate may on further study be shown to have harmful side effects or other characteristics that indicate it is unlikely to be effective or
otherwise does not meet applicable regulatory criteria;

* our competitors may develop therapeutics that render our product candidates obsolete or less attractive;
« our competitors may develop platform technologies that render our ABC Platform obsolete or less attractive;

« the product candidates and ABC Platform that we develop may not be sufficiently covered by intellectual property for which we hold exclusive
rights or may be covered by third party patents or other intellectual property or exclusive rights;

« the market for a product candidate may change so that the continued development of that product candidate is no longer reasonable or
commercially attractive;

« a product candidate may not be capable of being produced in commercial quantities at an acceptable cost, or at all;

« if a product candidate obtains regulatory approval, we may be unable to establish sales and marketing capabilities, or successfully market such
approved product candidate, to gain market acceptance; and

« a product candidate may not be accepted as safe and effective by patients, the medical community or third-party payors, if applicable.
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If any of these events occur, we may be forced to abandon our development efforts for a product candidate or candidates, which would have a
material adverse effect on our business and could potentially cause us to cease operations. Failure of a product candidate may occur at any stage of
preclinical or clinical development, and, because our product candidates and our ABC Platform are in an early stage of development, there is a relatively
higher risk of failure and we may never succeed in developing marketable products or generating product revenue.

We may not be successful in our efforts to further develop our ABC Platform and current product candidates. We are not permitted to market or
promote any of our product candidates before we receive regulatory approval from the FDA or comparable foreign regulatory authorities, and we may
never receive such regulatory approval for any of our product candidates. Each of our product candidates is in the early stages of development and will
require significant additional clinical development, management of preclinical, clinical, and manufacturing activities, regulatory approval, adequate
manufacturing supply, a commercial organization, and significant marketing efforts before we generate any revenue from product sales, if at all. Any
clinical studies that we may conduct may not demonstrate the efficacy and safety necessary to obtain regulatory approval to market our product candidates.
If the results of our ongoing or future clinical studies are inconclusive with respect to the efficacy of our product candidates or if we do not meet the clinical
endpoints with statistical significance or if there are safety concerns or adverse events associated with our product candidates, we may be prevented or
delayed in obtaining marketing approval for our product candidates.

If any of our product candidates successfully completes clinical trials, we generally plan to seek regulatory approval to market our product
candidates in the United States, the EU, and in additional foreign countries where we believe there is a viable commercial opportunity. We have never
commenced, compiled or submitted an application seeking regulatory approval to market any product candidate. We may never receive regulatory approval
to market any product candidates even if such product candidates successfully complete clinical trials, which would adversely affect our viability. To obtain
regulatory approval in countries outside the United States, we must comply with numerous and varying regulatory requirements of such other countries
regarding safety, efficacy, chemistry, manufacturing and controls, clinical trials, commercial sales, pricing, and distribution of our product candidates. We
may also rely on our collaborators or partners to conduct the required activities to support an application for regulatory approval, and to seek approval, for
one or more of our product candidates. We cannot be sure that our collaborators or partners will conduct these activities successfully or do so within the
timeframe we desire. Even if we (or our collaborators or partners) are successful in obtaining approval in one jurisdiction, we cannot ensure that we will
obtain approval in any other jurisdictions. If we are unable to obtain approval for our product candidates in multiple jurisdictions, our revenue and results
of operations could be negatively affected.

Even if we receive regulatory approval to market any of our product candidates, we cannot assure you that any such product candidate will be
successfully commercialized, widely accepted in the marketplace or more effective than other commercially available alternatives. That approval may be
for indications or patient populations that are not as broad as intended or desired or may require labeling that includes significant use or distribution
restrictions or safety warnings. We may also be required to perform additional or unanticipated clinical studies to obtain approval or be subject to additional
post-marketing testing requirements to maintain regulatory approval. In addition, regulatory authorities may withdraw their approval of a product or impose
restrictions on its distribution, such as in the form of a modified Risk Evaluation and Mitigation Strategy, or REMS. The failure to obtain timely regulatory
approval of product candidates, any product marketing limitations or a product withdrawal would negatively impact our business, results of operations and
financial condition.

Investment in biopharmaceutical product development involves significant risk that any product candidate will fail to demonstrate adequate efficacy
or an acceptable safety profile, gain regulatory approval, and become commercially viable. We cannot provide any assurance that we will be able to
successfully advance any of our product candidates through the development process or, if approved, successfully commercialize any of our product
candidates.

We may encounter substantial delays in our clinical trials, or may not be able to conduct or complete our clinical trials on the timelines we expect, if at
all.

Clinical testing is expensive, time consuming, and subject to uncertainty. We cannot guarantee that any clinical trials will be conducted as planned or
completed on schedule, if at all. We cannot be sure that submission of an IND application or a clinical trial application, or CTA, will result in the FDA,
European Medicines Agency, or EMA, the Center for Drug Evaluation under the China National Medical Products Administration, or CDE, or any other
regulatory authority as applicable, allowing clinical trials to begin in a timely manner, if at all. Moreover, even if these trials begin, issues may arise that
could suspend or terminate such clinical trials. A failure of one or more clinical trials can occur at any stage of testing, and our future clinical trials may not
be successful. Events that may prevent successful or timely initiation or completion of clinical trials include:

« inability to generate sufficient preclinical, toxicology, or other in vivo or in vitro data to support the initiation or continuation of clinical trials;
« delays in reaching a consensus with regulatory agencies on study design or, in the case of China, the registration category for the drug candidate to

be studied in the clinical trial;
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« the determination by the reviewing regulatory authority to require more costly or lengthy clinical trials than we currently anticipate;

« delays in reaching agreement on acceptable terms with prospective CROs, and clinical trial sites, the terms of which can be subject to extensive
negotiation and may vary significantly among different CROs and clinical trial sites;

delays in identifying, recruiting and training suitable clinical investigators;

delays in obtaining required Institutional Review Board, or IRB, approval at each clinical trial site;

imposition of a temporary or permanent clinical hold by regulatory agencies for a number of reasons, including after review of an IND or
amendment, CTA or amendment, or equivalent application or amendment; as a result of a new safety finding that presents unreasonable risk to
clinical trial participants; a negative finding from an inspection of our clinical trial operations or study sites; developments on trials conducted by
competitors for related technology that raises FDA, EMA, CDE or any other regulatory authority concerns about risk to patients of the technology
broadly; or if the FDA, EMA, CDE or any other regulatory authority finds that the investigational protocol or plan is clearly deficient to meet its
stated objectives;

delays in identifying, recruiting and enrolling suitable patients to participate in our clinical trials, and delays caused by patients withdrawing from
clinical trials or failing to return for post-treatment follow-up;

difficulty collaborating with patient groups and investigators;

failure by our CROs, other third parties, or us to adhere to clinical trial requirements;

failure to perform in accordance with the FDA’s or any other regulatory authority’s current good clinical practices, or cGCPs, requirements, or
applicable EMA, CDE or other regulatory guidelines in other countries;

occurrence of adverse events associated with the product candidate that are viewed to outweigh its potential benefits;

changes in regulatory requirements and guidance that require amending or submitting new clinical protocols;

changes in the standard of care on which a clinical development plan was based, which may require new or additional trials;

the cost of clinical trials of our product candidates being greater than we anticipate;

clinical trials of our product candidates producing negative or inconclusive results, which may result in our deciding, or regulators requiring us, to
conduct additional clinical trials or abandon development of such product candidates;

transfer of manufacturing processes to larger-scale facilities operated by CMOs or by us, and delays or failure by our CMOs or us to make any
necessary changes to such manufacturing process; and

delays in manufacturing, testing, releasing, validating, or importing/exporting sufficient stable quantities of our product candidates for use in
clinical trials or the inability to do any of the foregoing.

Any inability to successfully initiate or complete clinical trials could result in additional costs to us or impair our ability to generate revenue. In
addition, if we make manufacturing or formulation changes to our product candidates, we may be required to or we may elect to conduct additional studies
to bridge our modified product candidates to earlier versions. Clinical trial delays could also shorten any periods during which our products have patent
protection and may allow our competitors to bring products to market before we do, which could impair our ability to successfully commercialize our
product candidates and may harm our business and results of operations.

We could also encounter delays if a clinical trial is suspended or terminated by us, by the data safety monitoring board for such trial or by the FDA,
EMA, CDE or any other regulatory authority, or if the IRBs of the institutions in which such trials are being conducted suspend or terminate the
participation of their clinical investigators and sites subject to their review. Such authorities may suspend or terminate a clinical trial due to a number of
factors, including failure to conduct the clinical trial in accordance with regulatory requirements or our clinical protocols, inspection of the clinical trial
operations or trial site by the FDA, EMA, CDE or other regulatory authorities resulting in the imposition of a clinical hold, unforeseen safety issues or
adverse side effects, failure to demonstrate a benefit from using a product candidate, changes in governmental regulations or administrative actions or lack
of adequate funding to continue the clinical trial.

Delays in the commencement or completion of any clinical trial of our product candidates will increase our costs, slow down our product candidate
development and approval process and delay or potentially jeopardize our ability to commence product sales and generate revenue. In addition, many of the
factors that cause, or lead to, a delay in the commencement or completion of clinical trials may also ultimately lead to the denial of regulatory approval of
our product candidates.
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Our product candidates may cause undesirable side effects or have other properties that could halt their clinical development, prevent their regulatory
approval, limit their commercial potential or result in significant negative consequences.

Adverse events or other undesirable side effects caused by our product candidates could cause us or regulatory authorities to interrupt, delay or halt
clinical trials and could result in a more restrictive label or the delay or denial of regulatory approval by the FDA, EMA, CDE or other comparable foreign
regulatory authorities.

During the conduct of clinical trials, patients report changes in their health, including illnesses, injuries, and discomforts, to their study doctor.
Often, it is not possible to determine whether or not the product candidate being studied caused these conditions. It is possible that as we test our product
candidates in larger, longer and more extensive clinical trials, or as use of these product candidates becomes more widespread if they receive regulatory
approval, illnesses, injuries, discomforts and other adverse events that were not observed in earlier trials, as well as conditions that did not occur or went
undetected in previous trials, will be reported by patients. Many times, side effects are only detectable after investigational products are tested in large-
scale, Phase 3 clinical trials or, in some cases, after they are made available to patients on a commercial scale after approval. If additional clinical
experience indicates that any of our product candidates has side effects or causes serious or life-threatening side effects, the development of the product
candidate may fail or be delayed, or, if the product candidate has received regulatory approval, such approval may be revoked, which would severely harm
our business, prospects, operating results and financial condition.

Our most advanced product candidate, KSI-301, is an anti-VEGF biologic that we intend to study in wet AMD, DME/DR and RVO. There are some
potential side effects associated with intravitreal anti-VEGF therapies such as intraocular hemorrhage, intraocular pressure elevation, retinal detachment,
inflammation, vasculitis, artery occlusion or infection inside the eye and over-inhibition of VEGF, as well as the potential for potential systemic side effects
such as heart attack, stroke, wound healing problems, and high blood pressure. Recent trends in the development of anti-VEGF therapies have favored
increased molar dosages, as compared to currently marketed treatments. To date these heightened dosages have not exhibited a safety profile significantly
worse than that of current treatments, as attributable to molar dose. However, anti-VEGF product candidates featuring higher molar dosages, including
KSI-301, may heighten the risk of adverse effects associated with anti-VEGF treatments generally, both in the eye and in the rest of the body. There are
risks inherent in the intravitreal injection procedure of drugs like KSI-301 which can cause injury to the eye and other complications including conjunctival
hemorrhage, punctate keratitis, eye pain, conjunctival hyperemia, intra-ocular inflammation, and endophthalmitis.

Drug-related side effects could affect patient recruitment, the ability of enrolled patients to complete the study and/or result in potential product
liability claims. We may not be able to maintain insurance coverage at a reasonable cost or in sufficient amounts to protect us against losses due to liability.
A successful product liability claim or series of claims brought against us could cause our stock price to decline and, if judgments exceed our insurance
coverage, could adversely affect our results of operations and business. In addition, regardless of merit or eventual outcome, product liability claims may
result in impairment of our business reputation, withdrawal of clinical trial participants, costs due to related litigation, distraction of management’s attention
from our primary business, initiation of investigations by regulators, substantial monetary awards to patients or other claimants, the inability to
commercialize our product candidates and decreased demand for our product candidates, if approved for commercial sale.

Additionally, if one or more of our product candidates receives marketing approval, and we or others later identify undesirable side effects or
adverse events caused by such products, a number of potentially significant negative consequences could result, including but not limited to:

* regulatory authorities may withdraw approvals of such product;
« regulatory authorities may require additional warnings on the label;
» we may be required to change the way the product is administered or conduct additional clinical trials or post-approval studies;

» we may be required to create a Risk Evaluation and Mitigation Strategy plan, which could include a medication guide outlining the risks of such
side effects for distribution to patients, a communication plan for healthcare providers and/or other elements to assure safe use;

» we could be sued and held liable for harm caused to patients; and
* our reputation may suffer.
Any of these events could prevent us from achieving or maintaining market acceptance of the particular product candidate, if approved, and could

significantly harm our business, results of operations, and prospects.
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We may encounter difficulties enrolling patients in our clinical trials, and our clinical development activities could thereby be delayed or otherwise
adversely dffected.

The timely completion of clinical trials in accordance with their protocols depends, among other things, on our ability to enroll a sufficient number
of patients who remain in the trial until its conclusion. We may experience difficulties in patient enrollment in our clinical trials for a variety of reasons,
including:

« the size and nature of the patient population;

« the patient eligibility criteria defined in the protocol, including certain highly-specific criteria related to stage of disease progression, which may
limit the patient populations eligible for our clinical trials to a greater extent than competing clinical trials for the same indication that do not have
such patient eligibility criteria;

« the size of the study population required for analysis of the trial’s primary endpoints;

« the proximity of patients to a trial site;

« the effects of health epidemics, including the ongoing COVID-19 pandemic and the resulting shelter-in-place or similar restrictions;
« the design of the trial;

* our ability to recruit clinical trial investigators with the appropriate competencies and experience;

« competing clinical trials for similar therapies or targeting patient populations meeting our patient eligibility criteria;

» clinicians’ and patients’ perceptions as to the potential advantages and side effects of the product candidate being studied in relation to other
available therapies and product candidates;

« our ability to obtain and maintain patient consents; and
« the risk that patients enrolled in clinical trials will not complete such trials, for any reason.

For example, because patients with early stages of DR often lack symptoms, it may be challenging to identify and enroll patients at early stages of
disease that may be required for a clinical trial. Our inability to enroll a sufficient number of patients for our clinical trials could result in significant delays
or may require us to abandon one or more clinical trials altogether. Enrollment delays in our clinical trials may result in increased development costs for our
product candidates, delay or halt the development of and approval processes for our product candidates and jeopardize our ability to commence sales of and
generate revenues from our product candidates, which may harm our business and results of operation.

Our clinical trials may fail to demonstrate substantial evidence of the safety and efficacy or durability of our product candidates, which would prevent,
delay or limit the scope of regulatory approval and commercialization.

Before obtaining regulatory approvals for the commercial sale of any of our product candidates, we must demonstrate through lengthy, complex and
expensive preclinical studies and clinical trials that our product candidates are both safe and effective for use in each target indication. For those product
candidates that are subject to regulation as biological drug products, we will need to demonstrate that they are safe, pure, and potent for use in their target
indications. Each product candidate must demonstrate an adequate risk versus benefit profile in its intended patient population and for its intended use. This
is especially true for anti-VEGF biologic agents where Lucentis and Eylea are established products with accepted safety profiles.

Clinical testing is expensive and can take many years to complete, and its outcome is inherently uncertain. Failure can occur at any time during the
clinical trial process. The results of preclinical studies of our product candidates may not be predictive of the results of early-stage or later-stage clinical
trials, and results of early clinical trials of our product candidates may not be predictive of the results of later-stage clinical trials. The results of clinical
trials in one set of patients or disease indications may not be predictive of those obtained in another. In some instances, there can be significant variability
in safety, efficacy or durability results between different clinical trials of the same product candidate due to numerous factors, including changes in trial
procedures set forth in protocols, differences in the size and type of the patient populations, changes in and adherence to the dosing regimen and other
clinical trial protocols and the rate of dropout among clinical trial participants. Product candidates in later stages of clinical trials may fail to show the
desired safety, efficacy and durability profile despite having progressed through preclinical studies and initial clinical trials. A number of companies in the
biopharmaceutical industry have suffered significant setbacks in advanced clinical trials due to lack of efficacy or unacceptable safety issues,
notwithstanding promising results in earlier trials. Most product candidates that begin clinical trials are never approved by regulatory authorities for
commercialization.

We may be unable to design and execute clinical trials that support marketing approval. We cannot be certain that our planned clinical trials or any
other future clinical trials will be successful. Additionally, any safety concerns observed in any one of our clinical trials in our targeted indications could
limit the prospects for regulatory approval of our product candidates in those and other indications, which could have a material adverse effect on our
business, financial condition and results of operations.
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In addition, even if such clinical trials are successfully completed, we cannot guarantee that the FDA or foreign regulatory authorities will interpret
the results as we do, and more trials could be required before we submit our product candidates for approval. To the extent that the results of the trials are
not satisfactory to the FDA or foreign regulatory authorities for support of a marketing application, we may be required to expend significant resources,
which may not be available to us, to conduct additional trials in support of potential approval of our product candidates. Even if regulatory approval is
secured for any of our product candidates, the terms of such approval may limit the scope and use of our product candidate, which may also limit its
commercial potential.

We may not be successful in our efforts to continue to create a pipeline of product candidates or to develop commercially successful products. If we fail
to successfully identify and develop additional product candidates, our commercial opportunity may be limited.

One of our strategies is to identify and pursue clinical development of additional product candidates through our ABC Platform. Our ABC Platform
may not produce a pipeline of viable product candidates, or our competitors may develop platform technologies that render our ABC Platform obsolete or
less attractive. Our research methodology may be unsuccessful in identifying potential product candidates, or our potential product candidates may be
shown to have harmful side effects or may have other characteristics that may make them unmarketable or unlikely to receive marketing approval.
Identifying, developing, obtaining regulatory approval and commercializing additional product candidates for the treatment of retinal diseases will require
substantial additional funding and is prone to the risks of failure inherent in drug development. If we are unable to successfully identify, acquire, develop
and commercialize additional product candidates, our commercial opportunity may be limited.

We face significant competition in an environment of rapid technological and scientific change, and there is a possibility that our competitors may
retain their market share with existing drugs, or achieve regulatory approval before us or develop therapies that are safer, more advanced or more
effective than ours, which may negatively impact our ability to successfully market or commercialize any product candidates we may develop and
ultimately harm our financial condition.

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

There are a number of large pharmaceutical and biotechnology companies that are currently pursuing the development of products for the treatment
of the retinal disease indications for which we have product candidates, including wet AMD and DME/DR. Certain of our competitors have commercially
approved products for the treatment of retinal diseases that we are pursuing or may pursue in the future, including Roche, Regeneron and Novartis for the
treatment of wet AMD and DME/DR. These drugs are well established therapies and are widely accepted by physicians, patients and third-party payors,
which may make it difficult to convince these parties to switch to KSI-301. Companies that we are aware are developing therapeutics in the retinal disease
area include large companies with significant financial resources, such as Roche, Novartis, Bayer and Regeneron, AbbVie/Allergan, Mylan, Momenta and
Samsung Bioepis. In addition to competition from other companies targeting retinal indications, any products we may develop may also face competition
from other types of therapies, such as gene-editing therapies and drug delivery devices.

Many of our current or potential competitors, either alone or with their strategic partners, have significantly greater financial resources and expertise
in research and development, manufacturing, preclinical testing, conducting clinical trials, obtaining regulatory approvals, and marketing approved
products than we do. Mergers and acquisitions in the pharmaceutical and biotechnology industries may result in even more resources being concentrated
among a smaller number of our competitors. Smaller or early-stage companies may also prove to be significant competitors, particularly through
collaborative arrangements with large and established companies. These competitors also compete with us in recruiting and retaining qualified scientific
and management personnel and establishing clinical trial sites and patient registration for clinical trials, as well as in acquiring technologies complementary
to, or necessary for, our product candidates. Our commercial opportunity could be reduced or eliminated if our competitors develop and commercialize
products that are safer, more effective, have fewer or less severe side effects, are more convenient, or are less expensive than any products that we may
develop. Furthermore, currently approved products could be discovered to have application for treatment of retinal disease indications, which could give
such products significant regulatory and market timing advantages over any of our product candidates. Our competitors also may obtain FDA, EMA, CDE
or other regulatory approval for their products more rapidly than we may obtain approval for ours. Additionally, products or technologies developed by our
competitors may render our potential product candidates uneconomical or obsolete, and we may not be successful in marketing any product candidates we
may develop against competitors.

In addition, we could face litigation or other proceedings with respect to the scope, ownership, validity and/or enforceability of our patents relating
to our competitors’ products and our competitors may allege that our products infringe, misappropriate or otherwise violate their intellectual property. For
more information regarding potential disputes concerning intellectual property, see the subsection of this report titled “Risks Related to Our Intellectual
Property.”
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The manufacture of our product candidates is highly complex and requires substantial lead time to produce.

Manufacturing our product candidates involves complex processes, including developing cells or cell systems to produce the biologic, growing large
quantities of such cells, and harvesting and purifying the biologic produced by them. These processes require specialized facilities, highly specific raw
materials and other production constraints. As a result, the cost to manufacture a biologic is generally far higher than traditional small molecule chemical
compounds, and the biologics manufacturing process is less reliable and is difficult to reproduce. Because of the complex nature of our products, we need
to oversee the manufacture of multiple components that require a diverse knowledge base and specialized personnel.

Moreover, unlike chemical pharmaceuticals, the physical and chemical properties of a biologic such as our product candidates generally cannot be
adequately characterized prior to manufacturing the final product. As a result, an assay of the finished product is not sufficient to ensure that the product
will perform in the intended manner. Accordingly, we expect to employ multiple steps to attempt to control our manufacturing process to assure that the
process works and the product or product candidate is made strictly and consistently in compliance with the process

Manufacturing biologics is highly susceptible to product loss due to contamination, equipment failure, improper installation or operation of
equipment, vendor or operator error, improper storage or transfer, inconsistency in yields and variability in product characteristics. Even minor deviations
from normal manufacturing, distribution or storage processes could result in reduced production yields, product defects and other supply disruptions. Some
of the raw materials required in our manufacturing process are derived from biological sources. Such raw materials are difficult to procure and may also be
subject to contamination or recall. A material shortage, contamination, recall or restriction on the use of biologically derived substances in the manufacture
of our product candidates could adversely impact or disrupt commercialization. Production of additional drug substance and drug product for any of our
product candidates may require substantial lead time. For example, currently any new large-scale batches of KSI-301 would require at least 12 months to
manufacture. In the event of significant product loss and materials shortages, we may be unable to produce adequate amounts of our product candidates or
products for our operational needs.

Further, as product candidates are developed through preclinical studies to late-stage clinical trials towards approval and commercialization, it is
common that various aspects of the development program, such as manufacturing methods, 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, and 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.

These challenges are magnified by the international nature of our supply chain, which, for KSI-301, requires drug substance and drug product
sourced from single source suppliers from China, Japan, the United Kingdom, and Switzerland.

We have no experience manufacturing any of our product candidates at a commercial scale. If we or any of our third-party manufacturers encounter
difficulties in production, or fail to meet rigorously enforced regulatory standards, our ability to provide supply of our product candidates for clinical
trials or our products for patients, if approved, could be delayed or stopped, or we may be unable to establish a commercially viable cost structure.

In order to conduct clinical trials of our product candidates, or supply commercial products, if approved, we will need to manufacture them in small
and large quantities. Our third-party manufacturer has made only a limited number of lots of KSI-301 to date and has not made any commercial lots. The
manufacturing processes for KSI-301 have never been tested at commercial scale and the process validation requirement (the requirement to consistently
produce the active pharmaceutical ingredient used in KSI-301 in commercial quantities and of specified quality on a repeated basis and document its ability
to do so) has not yet been satisfied. Our manufacturing partners may be unable to successfully increase the manufacturing capacity for any of our product
candidates in a timely or cost-effective manner, or at all. In addition, quality issues may arise during scale-up activities. If our manufacturing partners are
unable to successfully scale up the manufacture of our product candidates in sufficient quality and quantity, the development, testing and clinical trials of
our product candidates may be delayed or become infeasible, and regulatory approval or commercial launch of any resulting product may be delayed or not
obtained, which could significantly harm our business. The same risks would apply to any internal manufacturing facilities, should we in the future decide
to build internal manufacturing capacity.

In addition, the manufacturing process for any products that we may develop is subject to FDA, EMA, CDE and foreign regulatory authority
approval processes and continuous oversight. We will need to contract with manufacturers who can meet all applicable FDA, EMA, CDE and foreign
regulatory authority requirements, including complying with current good manufacturing practices, or cGMPs, on an ongoing basis. If we or our third-party
manufacturers are unable to reliably produce products to specifications acceptable to the FDA, EMA, CDE or other regulatory authorities, we may not
obtain or maintain the approvals we need to commercialize such products. Even if we obtain regulatory approval for any of our product candidates, there is
no assurance that either we or our CMOs will be able to manufacture the approved product to specifications acceptable to the FDA, EMA, CDE or other
regulatory authorities, to produce it in sufficient quantities to meet the requirements for the potential launch of the product, or to meet potential future
demand. Any of these challenges could delay completion of clinical trials, require bridging clinical trials or the repetition of one or more clinical trials,
increase clinical trial costs, delay approval of our product candidate, impair commercialization efforts, increase our cost of goods, and have an adverse
effect on our business, financial condition, results of operations and growth prospects.
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If, in the future, we are unable to establish sales and marketing capabilities or enter into agreements with third parties to sell and market any product
candidates we may develop, we may not be successful in commercializing those product candidates if and when they are approved.

We do not have a sales or marketing infrastructure and have no experience in the sale, marketing or distribution of pharmaceutical products. To
achieve commercial success for any approved product for which we retain sales and marketing responsibilities, we must either develop a sales and
marketing organization or outsource these functions to third parties. In the future, we may choose to build a focused sales, marketing and commercial
support infrastructure to sell, or participate in sales activities with our collaborators for, some of our product candidates if and when they are approved.

There are risks involved with both establishing our own commercial capabilities and entering into arrangements with third parties to perform these
services. For example, recruiting and training a sales force or reimbursement specialists is expensive and time consuming and could delay any product
launch. If the commercial launch of a product candidate for which we recruit a sales force and establish marketing and other commercialization capabilities
is delayed or does not occur for any reason, we would have prematurely or unnecessarily incurred these commercialization expenses. This may be costly,
and our investment would be lost if we cannot retain or reposition our commercialization personnel.

Factors that may inhibit our efforts to commercialize any approved product on our own include:

« our inability to recruit and retain adequate numbers of effective sales, marketing, reimbursement, customer service, medical affairs and other
support personnel;

« the inability of sales personnel to obtain access to physicians or educate adequate numbers of physicians on the benefits of prescribing any future
approved products;

« the inability of reimbursement professionals to negotiate arrangements for formulary access, reimbursement, and other acceptance by payors;
« the inability to price our products at a sufficient price point to ensure an adequate and attractive level of profitability;
« restricted or closed distribution channels that make it difficult to distribute our products to segments of the patient population;

« the lack of complementary products to be offered by sales personnel, which may put us at a competitive disadvantage relative to companies with
more extensive product lines; and

« unforeseen costs and expenses associated with creating an independent commercialization organization.

If we enter into arrangements with third parties to perform sales, marketing, commercial support and distribution services, our product revenue or
the profitability of product revenue may be lower than if we were to market and sell any products we may develop ourselves. In addition, we may not be
successful in entering into arrangements with third parties to commercialize our product candidates or may be unable to do so on terms that are favorable to
us. We may have little control over such third parties, and any of them may fail to devote the necessary resources and attention to sell and market our
products effectively. If we do not establish commercialization capabilities successfully, either on our own or in collaboration with third parties, we will not
be successful in commercializing our product candidates if approved.

Even if any product candidates we develop receive marketing approval, they may fail to achieve the degree of market acceptance by physicians,
patients, healthcare payors and others in the medical community necessary for commercial success.

The commercial success of any of our product candidates will depend upon its degree of market acceptance by physicians, patients, third-party
payors and others in the medical community. Even if any product candidates we may develop receive marketing approval, they may nonetheless fail to gain
sufficient market acceptance by physicians, patients, healthcare payors, and others in the medical community. The degree of market acceptance of any
product candidates we may develop, if approved for commercial sale, will depend on a number of factors, including:

« the efficacy and safety of such product candidates as demonstrated in pivotal clinical trials and published in peer-reviewed journals;
« the potential and perceived advantages compared to alternative treatments;

« the ability to offer our products for sale at competitive prices;

« the ability to offer appropriate patient access programs, such as co-pay assistance;

« the extent to which physicians recommend our products to their patients;

« convenience and ease of dosing and administration compared to alternative treatments;

« the clinical indications for which the product candidate is approved by FDA, EMA, CDE or other regulatory agencies;
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« product labeling or product insert requirements of the FDA, EMA, CDE or other comparable foreign regulatory authorities, including any
limitations, contraindications or warnings contained in a product’s approved labeling;

« restrictions on how the product is distributed;

« the timing of market introduction of competitive products;

* publicity concerning our products or competing products and treatments;
« the strength of marketing and distribution support;

« sufficient third-party coverage or reimbursement; and

« the prevalence and severity of any side effects.

If any product candidates we develop do not achieve an adequate level of acceptance, we may not generate significant product revenue, and we may
not become profitable.

Even if we are able to commercialize any product candidates, such products may become subject to unfavorable pricing regulations, third-party
reimbursement practices or healthcare reform initiatives, which would harm our business.

The regulations that govern marketing approvals, pricing and reimbursement for new drugs vary widely from country to country. In the United
States, recently enacted legislation may significantly change the approval requirements in ways that could involve additional costs and cause delays in
obtaining approvals. Some countries require approval of the sale price of a 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 remains subject to continuing
governmental control even after initial approval is granted. As a result, we might obtain marketing approval for a product in a particular country, but then
be subject to price regulations that delay our commercial launch of the product, possibly for lengthy time periods, and negatively impact the revenue we are
able to generate from the sale of the product in that country. Adverse pricing limitations may hinder our ability to recoup our investment in one or more
product candidates, even if any product candidates we may develop obtain marketing approval.

Our ability to successfully commercialize any products that we may develop also will depend in part on the extent to which reimbursement for these
products and related treatments will be available from government health administration authorities, private health insurers, and other organizations.
Government authorities and third-party payors, such as private health insurers and health maintenance organizations, decide which medications they will
pay for and establish reimbursement levels. A primary trend in the U.S. healthcare industry and elsewhere is cost containment. Government authorities and
third-party payors have attempted to control costs by limiting coverage and the amount of reimbursement for particular medications. Government
authorities currently impose mandatory discounts for certain patient groups, such as Medicare, Medicaid and Veterans Affairs, or VA, hospitals, and may
seek to increase such discounts at any time. Future regulation may negatively impact the price of our products, if approved. Increasingly, third-party payors
are requiring that drug companies provide them with predetermined discounts from list prices and are challenging the prices charged for medical products.
We cannot be sure that reimbursement will be available for any product candidate that we commercialize and, if reimbursement is available, that the level
of reimbursement will be sufficient.

Reimbursement may impact the demand for, or the price of, any product candidate for which we obtain marketing approval. In order to get
reimbursement, physicians may need to show that patients have superior treatment outcomes with our products compared to standard of care drugs,
including lower-priced generic versions of standard of care drugs. If reimbursement is not available or is available only at limited levels, we may not be
able to successfully commercialize any product candidate for which we obtain marketing approval. In the United States, no uniform policy of coverage and
reimbursement for products exists among third-party payors and coverage and reimbursement levels for products can differ significantly from payor to
payor. As a result, the coverage determination process is often a time consuming and costly process that may require us to provide scientific and clinical
support for the use of our products to each payor separately, with no assurance that coverage and adequate reimbursement will be applied consistently or
obtained in the first instance.

There may be significant delays in obtaining reimbursement for newly approved drugs, and coverage may be more limited than the purposes for
which the medicine is approved by the FDA, EMA, CDE or other comparable foreign regulatory authorities. Moreover, eligibility for reimbursement does
not imply that any drug will be paid for in all cases or at a rate that covers our costs, including research, development, manufacture, sale, and distribution.
Interim reimbursement levels for new drugs, if applicable, may also not be sufficient to cover our 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 presently restrict imports of drugs from countries where
they may be sold at lower prices than in the United States. Third-party payors often rely upon Medicare coverage policy and payment limitations in setting
their own reimbursement policies. Our inability to promptly obtain coverage and profitable payment rates from both government-funded and private payors
for any approved products we may 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.
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Our product candidates for which we intend to seek approval as biologic products may face competition from biological products that are biosimilar to
or interchangeable with our product candidates sooner than anticipated.

The Biologics Price Competition and Innovation Act of 2009, or BPCIA, created an abbreviated approval pathway for biological products that are
biosimilar to or interchangeable with an FDA-licensed reference biological product. Under the BPCIA, an application for a biosimilar product may not be
submitted to the FDA until four years following the date that the reference product was first licensed by the FDA. In addition, the approval of a biosimilar
product may not be made effective by the FDA until 12 years from the date on which the reference product was first licensed. During this 12-year period of
exclusivity, another company may still market a competing version of the reference product if the FDA approves a full BLA for the competing 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. The law is complex and is still being interpreted and implemented by the FDA. As a result, its ultimate impact, implementation and meaning
are subject to uncertainty.

We believe that any of our product candidates approved as a biological product under a BLA should qualify for the 12-year period of exclusivity.
However, there is a risk that this exclusivity could be shortened due to congressional action or otherwise, or that the FDA will not consider our product
candidates to be reference products for competing products, potentially creating the opportunity for generic competition sooner than anticipated. Other
aspects of the BPCIA, some of which may impact the BPCIA exclusivity provisions, have also been the subject of recent litigation. Moreover, the extent to
which a biosimilar, once approved, 