





significant product revenues or become profitable. The degree of market acceptance of our product
candidates, if approved, will depend on a number of factors, including but not limited to:

e the efficacy and potential advantages compared to alternative treatments;

o effectiveness of our sales and marketing efforts;

e the cost of treatment in relation to alternative treatments, including any similar generic treatments;
e our ability to offer our products for sale at competitive prices;

e the convenience and ease of administration compared to alternative treatments;

e the willingness of the target patient population to try new therapies and of physicians to prescribe
these therapies;

e the strength of marketing and distribution support;

e the availability of third-party coverage and adequate reimbursement;

e the prevalence and severity of any side effects; and

e the impact of any restrictions on the use of our product together with other medications.

Because we expect sales of our product candidates, if approved, to generate substantially all of our
revenues for the foreseeable future, the failure of our product candidates to find market acceptance would
harm our business and could require us to seek additional financing.

If we are unable to establish sales, marketing and distribution capabilities either on our own or in
collaboration with third parties, we may not be successful in commercializing IMC-1 or IMC-2, if
approved.

We do not have any infrastructure for the sales, marketing or distribution of IMC-1 or IMC-2, or
compliance functions related to such activities, and the cost of establishing and maintaining such an
organization may exceed the cost-effectiveness of doing so. In order to market and successfully
commercialize any of our product candidates that receive regulatory approval, we must build our sales,
distribution, marketing, managerial, compliance, and other non-technical capabilities or make arrangements
with third parties to perform these services. We expect to build a focused sales, distribution and marketing
infrastructure to market IMC-1 and/or IMC-2, if approved, in the United States and potential other major
markets. There are significant expenses and risks involved with establishing our own sales, marketing and
distribution capabilities, including our ability to hire, retain and appropriately incentivize qualified individuals,
generate sufficient sales leads, provide adequate training to sales and marketing personnel, oversee the
compliance of sales and marketing functions, and effectively manage a geographically dispersed sales and
marketing team. Any failure or delay in the development of our internal sales, marketing, distribution and
compliance capabilities could delay any product launch, which would adversely impact the commercialization
of that product. For example, if the commercial launch of IMC-1 and/or IMC-2 for which we recruit a sales
force and establish marketing 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 sales and marketing personnel.

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

e our inability to recruit, train and retain adequate numbers of effective sales and marketing personnel;
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e the inability of sales personnel to obtain access to physicians or attain adequate numbers of
physicians to prescribe our products; and

e unforeseen costs and expenses associated with creating an independent sales and marketing
organization.

We do not anticipate having the resources in the foreseeable future to allocate to the sales and marketing
of our product candidates, if approved, in certain markets overseas. Therefore, our future success will
depend, in part, on our ability to enter into and maintain collaborative relationships for such capabilities, the
collaborator’s strategic interest in a product and such collaborator’s ability to successfully market and sell the
product. We intend to pursue collaborative arrangements regarding the sale and marketing of our product
candidates, if approved, for certain markets overseas; however, there can be no assurance that we will be
able to establish or maintain such collaborative arrangements, or if able to do so, that they will have effective
sales forces. To the extent that we depend on third parties for marketing and distribution, any revenues we
receive will depend upon the efforts of such third parties, and there can be no assurance that such efforts will
be successful.

If we are unable to build our own sales force or negotiate a collaborative relationship for the
commercialization of IMC-1 and/or IMC-2, we may be forced to delay the potential commercialization of the
drug or reduce the scope of our sales or marketing activities. If we need to increase our expenditures to fund
commercialization activities for IMC-1 and/or IMC-2 we will need to obtain additional capital, which may not
be available to us on acceptable terms, or at all. We may also have to enter into collaborative arrangements
for IMC-1 or IMC-2 at an earlier stage than otherwise would be ideal and we may be required to relinquish
rights to it or otherwise agree to terms unfavorable to us. Any of these occurrences may have an adverse
effect on our business, operating results and prospects.

If we are unable to establish adequate sales, marketing and distribution capabilities, either on our own or
in collaboration with third parties, we will not be successful in commercializing our product candidates and
may never become profitable. We will be competing with many companies that currently have extensive and
well-funded marketing and sales operations. Without an internal team or the support of a third party to
perform marketing and sales functions, we may be unable to compete successfully against these more
established companies.

A variety of risks associated with operating internationally could materially adversely affect our
business.

We currently have no international operations, but our business strategy includes potentially expanding
internationally if any of our product candidates receive regulatory approval. Doing business internationally
involves a number of risks, including but not limited to:

e difficulties maintaining compliance with multiple, conflicting and changing laws and regulations, such

as privacy regulations, tax laws, export and import restrictions, employment laws, regulatory
requirements and other governmental approvals, permits and licenses;

e failure by us to obtain and maintain regulatory approvals for the use of our products in various
countries;

e additional potentially relevant third-party patent rights;
e complexities and difficulties in obtaining protection and enforcing our intellectual property;

o difficulties in staffing and managing foreign operations;
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e complexities associated with managing multiple payor reimbursement regimes, government payors or
patient self-pay systems;

e limits in our ability to penetrate international markets;

e financial risks, such as longer payment cycles, difficulty collecting accounts receivable, the impact of
local and regional financial crises on demand and payment for our products and exposure to foreign
currency exchange rate fluctuations;

e natural disasters, political and economic instability, including wars, terrorism and political unrest,
outbreak of disease, boycotts, curtailment of trade and other business restrictions;

e certain expenses including, among others, expenses for travel, translation and insurance; and

e regulatory and compliance risks that relate to maintaining accurate information and control over sales
and activities that may fall within the purview of the U.S. Foreign Corrupt Practices Act, its books and
records provisions, or its anti-bribery provisions.

Any of these factors could significantly harm any future international expansion and operations and,
consequently, our results of operations.

Risks Related to Our Dependence on Third Parties

Our employees and independent contractors, including principal investigators, clinical trial sites,
CROs, consultants, vendors, and any third parties we may engage in connection with development
and commercialization, may engage in misconduct or other improper activities, including
noncompliance with regulatory standards and requirements, which could have a material adverse
effect on our business.

Our employees and independent contractors, including principal investigators, clinical trial sites,
consultants, vendors and any third parties we may engage in connection with development and
commercialization of our product candidates, could engage in misconduct, including intentional, reckless or
negligent conduct or unauthorized activities that violate: the laws and regulations of the FDA or other similar
regulatory requirements of other authorities, including those laws that require the reporting of true, complete
and accurate information to such authorities; manufacturing standards; data privacy, security, fraud and
abuse and other healthcare laws and regulations; or laws that require the reporting of true, complete and
accurate financial information and data. Specifically, sales, marketing and business arrangements in the
healthcare industry are subject to extensive laws and regulations intended to prevent fraud, misconduct,
kickbacks, self-dealing and other abusive practices. These laws and regulations may restrict or prohibit a
wide range of pricing, discounting, marketing and promotion, sales commission, customer incentive programs
and other business arrangements. Activities subject to these laws could also involve the improper use or
misrepresentation of information obtained in the course of clinical trials, creation of fraudulent data in
preclinical studies or clinical trials or illegal misappropriation of drug product, which could result in regulatory
sanctions and cause serious harm to our reputation. It is not always possible to identify and deter misconduct
by employees and other third parties, and the precautions we take to detect and prevent this activity may not
be effective in controlling unknown or unmanaged risks or losses or in protecting us from governmental
investigations or other actions or lawsuits stemming from a failure to comply with such laws or regulations.
Additionally, we are subject to the risk that a person or government could allege such fraud or other
misconduct, even if none occurred. If any such actions are instituted against us and we are not successful in
defending ourselves or asserting our rights, those actions could have a significant impact on our business and
results of operations, including the imposition of significant civil, criminal and administrative penalties,
damages, monetary fines, disgorgements, possible exclusion from participation in Medicare, Medicaid, other
U.S. federal healthcare programs or healthcare programs in other jurisdictions, individual imprisonment, other
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sanctions, contractual damages, reputational harm, diminished profits and future earnings, and curtailment of
our operations.

We currently rely on third-party contract manufacturing organizations, or CMOs, for the production of
clinical supply of IMC-1 and IMC-2 and intend to rely on CMOs for the production of commercial
supply of IMC-1 and IMC-2, if approved. Our dependence on CMOs may impair the development and
commercialization of the drug, which would adversely impact our business and financial position.

We have limited personnel with experience in manufacturing, and we do not own facilities for
manufacturing. Instead, we rely on and expect to continue to rely on CMOs for the supply of cGMP grade
clinical trial materials and commercial quantities of IMC-1, IMC-2 and any product candidates we develop, if
approved. Reliance on CMOs may expose us to more risk than if we were to manufacture our product
candidates ourselves. We intend to have manufactured a sufficient clinical supply of IMC-1 and IMC-2 drug
substance to enable us to complete our clinical trials, and we have also engaged a CMO to provide clinical
and commercial supply of the drug product.

The facilities used to manufacture our product candidates must be inspected by the FDA and comparable
foreign authorities. While we provide oversight of manufacturing activities, we do not and will not control the
execution of manufacturing activities by, and are or will be essentially dependent on, our CMOs for
compliance with cGMP requirements for the manufacture of our product candidates. As a result, we are
subject to the risk that our product candidates may have manufacturing defects that we have limited ability to
prevent. If a CMO cannot successfully manufacture material that conforms to our specifications and the
regulatory requirements, we will not be able to secure or maintain regulatory approval for the use of our
product candidates in clinical trials, or for commercial distribution of our product candidates, if approved. In
addition, we have limited control over the ability of our CMOs to maintain adequate quality control, quality
assurance and qualified personnel. If the FDA or comparable foreign regulatory authority finds deficiencies
with or does not approve these facilities for the manufacture of our product candidates or if it withdraws any
such approval or finds deficiencies in the future, we may need to find alternative manufacturing facilities,
which would delay our development program and significantly impact our ability to develop, obtain regulatory
approval for or commercialize our product candidates, if approved. In addition, any failure to achieve and
maintain compliance with these laws, regulations and standards could subject us to the risk that we may have
to suspend the manufacture of our product candidates or that obtained approvals could be revoked.
Furthermore, CMOs may breach existing agreements they have with us because of factors beyond our
control. They may also terminate or refuse to renew their agreement at a time that is costly or otherwise
inconvenient for us. If we were unable to find an adequate CMO or another acceptable solution in time, our
clinical trials could be delayed, or our commercial activities could be harmed.

We rely on and will continue to rely on CMOs to purchase from third-party suppliers the raw materials
necessary to produce our product candidates. We do not and will not have control over the process or timing
of the acquisition of these raw materials by our CMOs. Moreover, we currently do not have any agreements
for the production of these raw materials. Supplies of raw material could be interrupted from time to time and
we cannot be certain that alternative supplies could be obtained within a reasonable timeframe, at an
acceptable cost, or at all. In addition, a disruption in the supply of raw materials could delay the commercial
launch of our product candidates, if approved, or result in a shortage in supply, which would impair our ability
to generate revenues from the sale of our product candidates. Growth in the costs and expenses of raw
materials may also impair our ability to cost effectively manufacture our product candidates. There are a
limited number of suppliers for the raw materials that we may use to manufacture our product candidates and
we may need to assess alternative suppliers to prevent a possible disruption of the manufacture of our
product candidates.

Finding new CMOs or third-party suppliers involves additional cost and requires our management’s time
and focus. In addition, there is typically a transition period when a new CMO commences work. Although we
generally have not, and do not intend to, begin a clinical trial unless we believe we have on hand, or will be
able to obtain, a sufficient supply of our product candidates to complete the clinical trial, any significant delay
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in the supply of our product candidates or the raw materials needed to produce our product candidates, could
considerably delay conducting our clinical trials and potential regulatory approval of our product candidates.

As part of their manufacture of our product candidates, our CMOs and third-party suppliers are expected
to comply with and respect the proprietary rights of others. If a CMO or third-party supplier fails to acquire the
proper licenses or otherwise infringes the proprietary rights of others in the course of providing services to us,
we may have to find alternative CMOs or third-party suppliers or defend against claims of infringement, either
of which would significantly impact our ability to develop, obtain regulatory approval for or commercialize our
product candidates, if approved.

We intend to rely on third parties to conduct, supervise and monitor our clinical trials. If those third
parties do not successfully carry out their contractual duties, or if they perform in an unsatisfactory
manner, it may harm our business.

We rely, and will continue to rely, on CROs, CRO-contracted vendors and clinical trial sites to ensure the
proper and timely conduct of our clinical trials. Our reliance on CROs for clinical development activities limits
our control over these activities, but we remain responsible for ensuring that each of our trials is conducted in
accordance with the applicable protocol and legal, regulatory and scientific standards.

We and our CROs will be required to comply with the GLP requirements for our preclinical studies and
GCP requirements for our clinical trials, which are regulations and guidelines enforced by the FDA and are
also required by comparable foreign regulatory authorities. Regulatory authorities enforce GCP requirements
through periodic inspections of trial sponsors, principal investigators and clinical trial sites. If we or our CROs
fail to comply with GCP requirements, the clinical data generated in our clinical trials may be deemed
unreliable and the FDA or comparable foreign regulatory authorities may require us to perform additional
clinical trials before approving our marketing applications. There can be no assurance that upon inspection by
a given regulatory authority, such regulatory authority will determine that any of our clinical trials comply with
GCP requirements. In addition, our clinical trials must be conducted with product produced under cGMP
requirements. Accordingly, if our CROs fail to comply with these requirements, we may be required to repeat
clinical trials, which would delay the regulatory approval process.

Our CROs are not our employees, and we do not control whether or not they devote sufficient time and
resources to our clinical trials. Our CROs may also have relationships with other commercial entities,
including our competitors, for whom they may also be conducting clinical trials, or other drug development
activities, which could harm our competitive position. We face the risk of potential unauthorized disclosure or
misappropriation of our intellectual property by CROs, which may reduce our trade secret protection and
allow our potential competitors to access and exploit our proprietary technology. If our CROs do not
successfully carry out their contractual duties or obligations, fail to meet expected deadlines, or if the quality
or accuracy of the clinical data they obtain is compromised due to the failure to adhere to our clinical
protocols or regulatory requirements or for any other reason, our clinical trials may be extended, delayed or
terminated, and we may not be able to obtain regulatory approval for, or successfully commercialize any
product candidate that we develop. As a result, our financial results and the commercial prospects for any
product candidate that we develop would be harmed, our costs could increase, and our ability to generate
revenue could be delayed.

If our relationship with any CROs terminate, we may not be able to enter into arrangements with
alternative CROs or do so on commercially reasonable terms. Switching or adding additional CROs involves
substantial cost and requires management’s time and focus. In addition, there is a natural transition period
when a new CRO commences work. As a result, delays occur, which can materially impact our ability to meet
our desired clinical development timelines. Though we intend to carefully manage our relationships with our
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CROs, there can be no assurance that we will not encounter challenges or delays in the future or that these
delays or challenges will not have an adverse impact on our business, financial condition and prospects.

e the number and type of our collaborations could adversely affect our attractiveness to future
collaborators or acquirers; and

e the loss of, or a disruption in our relationship with, any one or more collaborators could harm our
business.

If any collaborations do not result in the successful development and commercialization of products or if
one of our collaborators terminates its agreement with us, we may not receive any future research and
development funding or milestone or royalty payments under such collaborations. If we do not receive the
funding we expect under these agreements, our continued development of our product candidates could be
delayed, and we may need additional resources to develop additional product candidates. All of the risks
relating to product development, regulatory approval and commercialization described in this Annual Report
on Form 10-K also apply to the activities of any collaborators and there can be no assurance that our
collaborations will produce positive results or successful products on a timely basis or at all.

In addition, subject to its contractual obligations to us, if one of our collaborators is involved in a business
combination or otherwise changes its business priorities, the collaborator might deemphasize or terminate the
development or commercialization of our product candidates. If a collaborator terminates its agreement with
us, we may find it more difficult to attract new collaborators and the perception of our business and our stock
price could be adversely affected.

We may in the future collaborate with additional pharmaceutical and biotechnology companies for
development and potential commercialization of therapeutic products. We face significant competition in
seeking appropriate collaborators. Our ability to reach a definitive agreement for a collaboration will depend,
among other things, upon our assessment of the collaborator’s resources and expertise, the terms and
conditions of the proposed collaboration and the proposed collaborator’s evaluation of a number of factors. If
we are unable to reach agreements with suitable collaborators on a timely basis, on acceptable terms, or at
all, we may have to curtail the development of a product candidate, reduce or delay its development program
or one or more of our other development programs, delay its potential commercialization or reduce the scope
of any sales or marketing activities, or increase our expenditures and undertake development or
commercialization activities at our own expense. If we elect to fund and undertake development or
commercialization activities on our own, we may need to obtain additional expertise and additional capital,
which may not be available to us on acceptable terms or at all. If we fail to enter into collaborations and do not
have sufficient funds or expertise to undertake the necessary development and commercialization activities,
we may not be able to further develop our product candidates or bring them to market or continue to develop
our programs, and our business may be materially and adversely affected.

Risks Related to Healthcare Laws and Other Legal Compliance Matters

Enacted and future healthcare legislation may increase the difficulty and cost for us to obtain
marketing approval of and commercialize our product candidates, if approved, and may affect the
prices we may set.

In the United States and other jurisdictions, there have been, and we expect there will continue to be, a
number of legislative and regulatory changes and proposed changes to the healthcare system that could
affect our future results of operations. In particular, there have been and continue to be a number of initiatives
at the U.S. federal and state levels that seek to reduce healthcare costs and improve the quality of
healthcare. For example, the Patient Protection and Affordable Care Act of 2010, as amended by the Health
Care and Education Reconciliation Act of 2010, or the ACA, substantially changed the way healthcare is
financed by both the government and private insurers and continues to significantly impact the U.S.
pharmaceutical industry. Since its enactment, there have been executive, judicial and Congressional
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challenges to certain aspects of the ACA. Other legislative changes have been proposed and adopted in the
United States since the ACA was enacted. It is unclear how future litigation or healthcare initiatives at the
U.S. federal and state levels will impact our business, financial condition and results of operations. Complying
with any new legislation or changes in healthcare regulation could be time consuming and expensive,
resulting in a material adverse effect on our business.

In addition, there has been increasing legislative and enforcement interest in the United States with
respect to specialty drug pricing practices. Specifically, there have been Congressional inquiries and
proposed federal and state legislation designed to bring more transparency to drug pricing, reduce the cost of
prescription drugs under Medicare, review the relationship between pricing and manufacturer patient
programs and reform government program reimbursement methodologies for drugs. Moreover, payment
methodologies may be subject to changes in healthcare legislation and regulatory initiatives. We expect that
additional U.S. federal healthcare reform measures will be adopted in the future, any of which could limit the
amounts that the U.S. federal government will pay for healthcare products and services, which could result in
reduced demand for our product candidates or additional pricing pressures.

Individual states in the United States have also become increasingly aggressive in passing legislation and
implementing regulations designed to control pharmaceutical and biological product pricing, including price or
patient reimbursement constraints, discounts, restrictions on certain product access and marketing cost
disclosure and transparency measures, and, in some cases, designed to encourage importation from other
countries and bulk purchasing. Legally mandated price controls on payment amounts by third-party payors or
other restrictions could harm our business, results of operations, financial condition and prospects. In
addition, regional healthcare authorities and individual hospitals are increasingly using bidding procedures to
determine what pharmaceutical products and which suppliers will be included in their prescription drug and
other healthcare programs. This could reduce the ultimate demand for our product candidates or put pressure
on our product pricing.

In markets outside of the United States, reimbursement and healthcare payment systems vary
significantly by country, and many countries have instituted price ceilings on specific products and therapies.
We cannot predict the likelihood, nature, or extent of government regulation that may arise from future
legislation or administrative action in the United States or any other jurisdiction. If we or any third parties we
may engage are slow or unable to adapt to changes in existing requirements or the adoption of new
requirements or policies, or if we or such third parties are not able to maintain regulatory compliance, our
product candidates may lose any regulatory approval that may have been obtained and we may not achieve
or sustain profitability.

Our business operations and current and future relationships with investigators, healthcare
professionals, consultants, third-party payors, patient organizations, and customers will be subject to
applicable healthcare regulatory laws, which could expose us to penalties.

Our business operations and current and future arrangements with investigators, healthcare
professionals, consultants, third-party payors, patient organizations, and customers, may expose us to
broadly applicable fraud and abuse and other healthcare laws and regulations. These laws may constrain the
business or financial arrangements and relationships through which we conduct our operations, including how
we research, market, sell and distribute our product candidates, if approved. Such laws include:

e the U.S. federal Anti-Kickback Statute, which prohibits, among other things, persons or entities from
knowingly and willfully soliciting, offering, receiving, or providing any remuneration (including any
kickback, bribe, or certain rebate), directly or indirectly, overtly or covertly, in cash or in kind, to
induce or reward, or in return for, either the referral of an individual for, or the purchase, lease, order,
or recommendation of, any good, facility, item, or service, for which payment may be made, in whole
or in part, under U.S. federal and state healthcare programs such as Medicare and Medicaid. A
person or entity does not need to have actual knowledge of the statute or specific intent to violate it in
order to have committed a violation. The U.S. federal Anti-Kickback Statute has been interpreted to
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apply to arrangements between pharmaceutical manufacturers on the one hand and prescribers,
purchasers and formulary managers on the other hand;

the U.S. federal false claims and civil monetary penalties laws, including the civil False Claims Act, or
FCA, which, among other things, impose criminal and civil penalties, including through civil
whistleblower or qui tam actions, against individuals or entities for knowingly presenting, or causing to
be presented, to the U.S. federal government, claims for payment or approval that are false or
fraudulent, knowingly making, using or causing to be made or used, a false record or statement
material to a false or fraudulent claim, or from knowingly making a false statement to avoid, decrease
or conceal an obligation to pay money to the U.S. federal government. In addition, the government
may assert that a claim including items and services resulting from a violation of the U.S. federal Anti-
Kickback Statute constitutes a false or fraudulent claim for purposes of the FCA. A claim includes
“any request or demand” for money or property presented to the federal government. In addition,
manufacturers can be held liable under the FCA even when they do not submit claims directly to
government payors if they are deemed to “cause” the submission of false or fraudulent claims;

the U.S. federal Health Insurance Portability and Accountability Act of 1996, or HIPAA, which
imposes criminal and civil liability for, among other things, knowingly and willfully executing, or
attempting to execute, a scheme to defraud any healthcare benefit program or obtain, by means of
false or fraudulent pretenses, representations, or promises, any of the money or property owned by,
or under the custody or control of, any healthcare benefit program, regardless of the payor (e.g.,
public or private) and knowingly and willfully falsifying, concealing or covering up a material fact or
making any materially false statement, in connection with the delivery of, or payment for, healthcare
benefits, items or services. Similar to the U.S. federal Anti-Kickback Statute, a person or entity does
not need to have actual knowledge of the statute or specific intent to violate it in order to have
committed a violation;

HIPAA, as amended by the Health Information Technology for Economic and Clinical Health Act of
2009, or HITECH, and their respective implementing regulations, which impose, among other things,
specified requirements relating to the privacy, security and transmission of individually identifiable
health information without appropriate authorization by covered entities subject to the rule, such as
health plans, healthcare clearinghouses and healthcare providers as well as their business
associates that perform certain services involving the use or disclosure of individually identifiable
health information. HITECH also created new tiers of civil monetary penalties, amended HIPAA to
make civil and criminal penalties directly applicable to business associates and gave state attorneys
general new authority to file civil actions for damages or injunctions in federal courts to enforce the
federal HIPAA laws and seek attorneys’ fees and costs associated with pursuing federal civil actions;

the FDCA, which prohibits, among other things, the adulteration or misbranding of drugs, biologics
and medical devices;

the U.S. federal legislation commonly referred to as the Physician Payments Sunshine Act, enacted
as part of the ACA, and its implementing regulations, which requires certain manufacturers of drugs,
devices, biologics, and medical supplies that are reimbursable under Medicare, Medicaid, or the
Children’s Health Insurance Program to report annually to the government information related to
certain payments and other transfers of value to physicians and teaching hospitals, as well as
ownership and investment interests held by the physicians described above and their immediate
family members; and

analogous U.S. state laws and regulations, including: state anti-kickback and false claims laws, which
may apply to our business practices, including but not limited to, research, distribution, sales, and
marketing arrangements and claims involving healthcare items or services reimbursed by any third-
party payor, including private insurers; state laws that require pharmaceutical companies to comply
with the pharmaceutical industry’s voluntary compliance guidelines and the relevant compliance
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guidance promulgated by the U.S. federal government, or otherwise restrict payments that may be
made to healthcare providers and other potential referral sources; state laws and regulations that
require drug manufacturers to file reports relating to pricing and marketing information, which requires
tracking gifts and other remuneration and items of value provided to healthcare professionals and
entities; and state laws governing the privacy and security of health information in certain
circumstances, many of which differ from each other in significant ways and often are not preempted
by HIPAA, thus complicating compliance efforts.

Because of the breadth of these laws and the narrowness of the statutory exceptions and regulatory safe
harbors available under such laws, it is possible that some of our business activities, including our consulting
agreements and other relationships with physicians and other healthcare providers, some of whom receive
stock or stock options as compensation for their services, could be subject to challenge under one or more of
such laws. Ensuring that our current and future internal operations and business arrangements with third
parties comply with applicable healthcare laws and regulations will involve substantial costs. It is possible that
governmental authorities will conclude that our business practices do not comply with current or future
statutes, regulations, agency guidance or case law involving applicable fraud and abuse or other healthcare
laws and regulations.

If our operations are found to be in violation of any of the laws described above or any other
governmental laws and regulations that may apply to us, we may be subject to the imposition of civil, criminal
and administrative penalties, damages, disgorgement, monetary fines, possible exclusion from participation in
Medicare, Medicaid and other federal healthcare programs, individual imprisonment, contractual damages,
reputational harm, diminished profits and future earnings, additional reporting requirements or oversight if we
become subject to a corporate integrity agreement or similar agreement to resolve allegations of non-
compliance with these laws, and curtailment or restructuring of our operations, any of which could adversely
affect our ability to operate our business and our results of operations. If any of the physicians or other
providers or entities with whom we expect to do business are found to not be in compliance with applicable
laws, they may be subject to criminal, civil or administrative sanctions, including exclusions from government
funded healthcare programs and imprisonment, which could affect our ability to operate our business.
Further, defending against any such actions can be costly, time-consuming and may require significant
personnel resources. Therefore, even if we are successful in defending against any such actions that may be
brought against us, our business may be impaired.

Any clinical trial programs we conduct or research collaborations we enter into in the European
Economic Area may subject us to the General Data Protection Regulation.

If we conduct clinical trial programs or enter into research collaborations in the European Economic Area,
we may be subject to the General Data Protection regulation, or GDPR. The GDPR applies extraterritorially
and implements stringent operational requirements for processors and controllers of personal data, including,
for example, high standards for obtaining consent from individuals to process their personal data, robust
disclosures to individuals, a comprehensive individual data rights regime, data export restrictions governing
transfers of data from the European Union, or EU, to other jurisdictions, short timelines for data breach
notifications, limitations on retention of information, increased requirements pertaining to health data, other
special categories of personal data and coded data and additional obligations if we contract third-party
processors in connection with the processing of personal data. The GDPR provides that EU member states
may establish their own laws and regulations limiting the processing of personal data, including genetic,
biometric or health data, which could limit our ability to use and share personal data or could cause our costs
to increase. If our or our partners’ or service providers’ privacy or data security measures fail to comply with
the GDPR requirements, we may be subject to litigation, regulatory investigations, enforcement notices
requiring us to change the way we use personal data and/or fines of up to €20 million or up to 4% of our total
worldwide annual turnover of the preceding financial year, whichever is higher, as well as compensation
claims by affected individuals, negative publicity, reputational harm and a potential loss of business and
goodwill.
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We are subject to environmental, health and safety laws and regulations, and we may become
exposed to liability and substantial expenses in connection with environmental compliance or
remediation activities.

Our operations, including our development, testing and manufacturing activities, are subject to numerous
environmental, health and safety laws and regulations. These laws and regulations govern, among other
things, the controlled use, handling, release and disposal of and the maintenance of a registry for, hazardous
materials and biological materials, such as chemical solvents, human cells, carcinogenic compounds,
mutagenic compounds and compounds that have a toxic effect on reproduction, laboratory procedures and
exposure to blood-borne pathogens. If we fail to comply with such laws and regulations, we could be subject
to fines or other sanctions.

As with other companies engaged in activities similar to ours, we face a risk of environmental liability
inherent in our current and historical activities, including liability relating to releases of or exposure to
hazardous or biological materials. Environmental, health and safety laws and regulations are becoming more
stringent. We may be required to incur substantial expenses in connection with future environmental
compliance or remediation activities, in which case, the production efforts of our third-party manufacturers or
our development efforts may be interrupted or delayed.

If we become profitable, our ability to use our net operating loss carryforwards and other tax
attributes to offset future taxable income or taxes may be subject to limitations.

As of December 31, 2023, we had U.S. federal net operating loss carryforwards, or NOLs, of
approximately $26.5 million and Georgia and Florida state NOLs of approximately $33.7 million and $0.9
million, respectively. These net operating losses can be carried forward and applied against future taxable
income, if any. A full allowance for the value of the NOLs is provided for in our audited financial statements for
the year of December 31, 2023 included in this Annual Report on Form 10-K. We cannot guarantee what the
ultimate outcome or amount of the benefit we may receive from the NOLs, if any, will be. If we become
profitable in the future, our ability to use net operating loss carryforwards and other tax attributes to offset
future taxable income or reduce taxes may be subject to limitations.

Risks Related to Our Intellectual Property

Our patents may be challenged in courts or in patent offices which could result in the invalidation,
narrowing or unenforceability of our patents and our patent portfolio may not provide us with
sufficient rights to exclude others from commercializing products similar or identical to ours.

There is no assurance that all the potentially relevant prior art relating to our patents and patent
applications has been found, which can invalidate a patent or prevent a patent from issuing from a pending
patent application. Even if patents do successfully issue and even if such patents further cover IMC-1, IMC-2
or any future product candidate, third parties may challenge their validity, enforceability or scope, which may
result in such patents being narrowed, invalidated, or held unenforceable. Any successful opposition to these
patents or any other patents owned by or licensed to us could deprive us of rights necessary for the
successful commercialization of any product candidates that we may develop. Further, if we encounter delays
in regulatory approvals, the period during which we could market a product candidate under patent protection
could be reduced.

The patent position of biotechnology and pharmaceutical companies generally is highly uncertain,
involves complex legal and factual questions and has in recent years been the subject of much litigation. In
addition, the laws of foreign countries may not protect our rights to the same extent as the laws of the United
States. For example, European patent law restricts the patentability of methods of treatment of the human
body more than U.S. law does. However, in certain instances, the laws of the United States are more
restrictive than those of foreign countries. For example, a recent series of U.S. Supreme Court cases has
narrowed the types of subject matter considered eligible for patenting. Accordingly, certain diagnostic
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methods are considered ineligible for patenting because they are directed to a “law of nature.” Further,
publications of discoveries in scientific literature often lag the actual discoveries, and patent applications in
the United States and other jurisdictions are typically not published until 18 months after filing, or in some
cases not at all. Therefore, we cannot know with certainty whether we were the first to make the inventions
claimed in our owned or licensed patents or pending patent applications, or that we were the first to file for
patent protection of such inventions. As a result, the issuance, scope, validity, enforceability and commercial
value of our patent rights are highly uncertain. Our pending and future patent applications may not result in
patents being issued which protect our technology or products, in whole or in part, or which effectively prevent
others from commercializing competitive technologies and products. Changes in either the patent laws or
interpretation of the patent laws in the United States and other countries may diminish the value of our
patents or narrow the scope of our patent protection.

The issuance of a patent is not conclusive as to its inventorship, scope, validity or enforceability, and our
owned and licensed patents may be challenged in the courts or patent offices in the United States and
abroad. Such challenges may result in patent claims being narrowed, invalidated, held unenforceable, in
whole or in part, or reduced in term. Such a result could limit our ability to stop others from using or
commercializing similar or identical technology and products. Moreover, patents have a limited lifespan. In the
United States, the natural expiration of a patent is generally 20 years after it is filed. While various extensions
may be available, the life of a patent is limited. Without patent protection for our current or future product
candidates, we may be open to competition from generic versions of such products. Given the amount of time
required for the development, testing and regulatory review of new product candidates, patents protecting
such product candidates might expire before or shortly after such product candidates are commercialized. As
a result, our owned and licensed patent portfolio may not provide us with sufficient rights to exclude others
from commercializing products similar or identical to ours.

We may become subject to third parties’ claims alleging infringement of their patents and proprietary
rights, or we may need to become involved in lawsuits to protect or enforce our patents, which could
be costly, time consuming, delay or prevent the development and commercialization of our product
candidates or put our patents and other proprietary rights at risk.

Our commercial success depends, in part, upon our ability to develop, manufacture, market and sell our
product candidates without alleged or actual infringement, misappropriation or other violation of the patents
and proprietary rights of third parties. Litigation relating to infringement or misappropriation of patent and
other intellectual property rights in the pharmaceutical and biotechnology industries is common, including
patent infringement lawsuits, interferences, oppositions and reexamination proceedings before the USPTO
and corresponding foreign patent offices. The various markets in which we plan to operate are subject to
frequent and extensive litigation regarding patents and other intellectual property rights. In addition, many
companies in intellectual property-dependent industries, including the biotechnology and pharmaceutical
industries, have employed intellectual property litigation as a means to gain an advantage over their
competitors. Numerous U.S., EU and foreign issued patents and pending patent applications, which are
owned by third parties, exist in the fields in which we are developing product candidates. Some claimants
may have substantially greater resources than we do and may be able to sustain the costs of complex
intellectual property litigation to a greater degree and for longer periods of time than we could. In addition,
patent holding companies that focus solely on extracting royalties and settlements by enforcing patent rights
may target us. As the biotechnology and pharmaceutical industries expand and more patents are issued, the
risk increases that our product candidates may be subject to claims of infringement of the intellectual property
rights of third parties.

We may be subject to third-party claims including infringement, interference or derivation proceedings,
post-grant review and inter partes review before the USPTO or similar adversarial proceedings or litigation in
other jurisdictions. Even if we believe third party infringement claims are without merit, a court of competent
jurisdiction could hold that these third-party patents are valid, enforceable and infringed, and the holders of
any such patents may be able to block our ability to commercialize the applicable product candidate unless
we obtained a license under the applicable patents, or until such patents expire or are finally determined to be
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invalid or unenforceable. Proceedings challenging our patents or those that we license may also result in our
patent claims being invalidated or narrowed in scope. Similarly, if our patents or patent applications are
challenged during interference or derivation proceedings, a court may hold that a third-party is entitled to
certain patent ownership rights instead of us. Further, if any third-party patents were held by a court of
competent jurisdiction to cover aspects of our compositions, formulations, methods of manufacture, or
methods of treatment, prevention or use, the holders of any such patents may be able to block our ability to
develop and commercialize the applicable product candidate unless we obtained a license or until such
patent expires or is finally determined to be invalid or unenforceable. In addition, defending such claims would
cause us to incur substantial expenses and, if successful, could cause us to pay substantial damages, if we
are found to be infringing a third party’s patent rights. If we are found to have infringed such rights willfully, the
damages may be enhanced and may include attorneys’ fees. Further, if a patent infringement suit is brought
against us or our third-party service providers, our development, manufacturing or sales activities relating to
the product or product candidate that is the subject of the suit may be delayed or terminated. As a result of
patent infringement claims, or in order to avoid potential infringement claims, we may choose to seek, or be
required to seek, a license from the third party, which may require us to pay license fees or royalties or both.
These licenses may not be available on acceptable terms, or at all. Even if a license can be obtained on
acceptable terms, the rights may be nonexclusive, which could give our competitors access to the same
intellectual property rights. If we are unable to enter into a license on acceptable terms, we could be
prevented from commercializing one or more of our product candidates, forced to modify such product
candidates, or to cease some aspect of our business operations, which could harm our business significantly.
Modifying our product candidates to design around third-party intellectual property rights may result in
significant cost or delay to us and could prove to be technically infeasible. Any of these events, even if we
were ultimately to prevail, could require us to divert substantial financial and management resources that we
would otherwise be able to devote to our business. In addition, if the breadth or strength of protection
provided the patents and patent applications we own or in-license is threatened, it could dissuade companies
from collaborating with us to license, develop or commercialize current or future product candidates.

If we were to initiate legal proceedings against a third party to enforce a patent covering one of our
product candidates, the defendant could counterclaim that our patent is invalid or unenforceable. In patent
litigation in the United States and in Europe, defendant counterclaims alleging invalidity or unenforceability
are commonplace. Grounds for a validity challenge could be an alleged failure to meet any of several
statutory requirements, for example, lack of eligibility, lack of novelty, obviousness or non-enablement. Third
parties might allege unenforceability of our patents because someone connected with prosecution of the
patent withheld relevant information, or made a misleading statement, during prosecution. The outcome of
proceedings involving assertions of invalidity and unenforceability during patent litigation is unpredictable.
With respect to the validity of patents, for example, we cannot be certain that there is no invalidating prior art
of which we and the patent examiner were unaware during prosecution. If a defendant were to prevail on a
legal assertion of invalidity or unenforceability, we would lose at least part, and perhaps all, of the patent
protection on our product candidates. Furthermore, our patents and other intellectual property rights also will
not protect our technology if competitors design around our protected technology without infringing on our
patents or other intellectual property rights.

Furthermore, because of the substantial amount of discovery required in connection with intellectual
property litigation, there is a risk that some of our confidential information could be compromised by
disclosure during this type of litigation. There could also be public announcements of the results of hearings,
motions or other interim proceedings or developments. If securities analysts or investors view these
announcements in a negative light, the price of our common stock could be adversely affected.

Finally, even if resolved in our favor, litigation or other legal proceedings relating to intellectual property
claims may cause us to incur significant expenses and could distract our technical and management
personnel from their normal responsibilities. In addition, there could be public announcements of the results of
hearings, motions or other interim proceedings or developments and if securities analysts or investors view
these announcements in a negative light, the price of our common stock could be adversely affected. Such
litigation or proceedings could substantially increase our operating losses and reduce our resources available
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for development activities. We may not have sufficient financial or other resources to adequately conduct
such litigation or proceedings. Some of our competitors may be able to sustain the costs of such litigation or
proceedings more effectively than we can because of their substantially greater financial resources.
Uncertainties resulting from the initiation and continuation of patent litigation or other proceedings could have
an adverse effect on our ability to compete in the marketplace.

We may not identify relevant third-party patents or may incorrectly interpret the relevance, scope or
expiration of a third-party patent, which might adversely affect our ability to develop, manufacture
and market our product candidates.

We cannot guarantee that any of our or our licensors’ patent searches or analyses, including but not
limited to the identification of relevant patents, the scope of patent claims or the expiration of relevant patents,
are complete or thorough, nor can we be certain that we have identified each and every third-party patent and
pending application in the United States, Europe and elsewhere that is relevant to or necessary for the
commercialization of our product candidates in any jurisdiction. For example, in the United States, certain
filed applications that will not be filed outside the United States remain confidential until patents issue. Patent
applications in the United States, EU and elsewhere are published approximately 18 months after the earliest
filing for which priority is claimed, with such earliest filing date being commonly referred to as the priority date.
Therefore, patent applications covering our future product candidates, or their manufacture or use may
currently be unpublished. Additionally, pending patent applications that have been published can, subject to
certain limitations, be later amended in a manner that could cover our product candidates or the use of our
product candidates. The scope of a patent claim is determined by an interpretation of the law, the written
disclosure in a patent and the patent’s prosecution history. Our interpretation of the relevance or the scope of
a patent or a pending application may be incorrect, which may negatively impact our ability to market our
product candidates. We may incorrectly determine that our product candidates are not covered by a third-
party patent or may incorrectly predict whether a third party’s pending application will issue with claims of
relevant scope. Our determination of the expiration date of any patent in the United States, the EU or
elsewhere that we consider relevant may be incorrect, which may negatively impact our ability to develop and
market our product candidates. Our failure to identify and correctly interpret relevant patents may negatively
impact our ability to develop and market our product candidates.

From time to time, we may identify patents or applications in the same general area as our products and
product candidates. We may determine these third-party patents are irrelevant to our business based on
various factors including our interpretation of the scope of the patent claims and our interpretation of when the
patent expires. If the patents are asserted against us, however, a court may disagree with our determinations.
Further, while we may determine that the scope of claims that will issue from a patent application does not
present a risk, it is difficult to accurately predict the scope of claims that will issue from a patent application,
our determination may be incorrect, and the issuing patent may be asserted against us. We cannot guarantee
that we will be able to successfully settle or otherwise resolve such infringement claims. If we fail in any such
dispute, in addition to being forced to pay monetary damages, we may be temporarily or permanently
prohibited from commercializing our product candidates. We might, if possible, also be forced to redesign our
product candidates so that we no longer infringe on the third-party intellectual property rights. Any of these
events, even if we were ultimately to prevail, could require us to divert substantial financial and management
resources that we would otherwise be able to devote to our business.

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

As is the case with other biopharmaceutical and pharmaceutical companies, our success is heavily
dependent on intellectual property, particularly patents. Obtaining and enforcing patents in the
biopharmaceutical and pharmaceutical industries involve both technological complexity and legal complexity.
Therefore, obtaining and enforcing biopharmaceutical and pharmaceutical patents is costly, time-consuming
and inherently uncertain.
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The U.S. has in recent years enacted and implemented wide ranging patent reform legislation.
Additionally, the U.S. Supreme Court has ruled on several patent cases in recent years either narrowing the
scope of patent protection available in certain circumstances or weakening the rights of patent owners in
certain situations. In addition to increasing uncertainty with regard to our ability to obtain patents in the future,
this combination of events has created uncertainty with respect to the value of patents, once obtained.
Depending on decisions by Congress, the U.S. federal courts and the USPTO, the laws and regulations
governing patents could change in unpredictable ways that could weaken our ability to obtain new patents or
to enforce our existing patents and patents that we might obtain in the future. Similarly, the complexity and
uncertainty of European patent laws has also increased in recent years. In addition, the European patent
system is relatively stringent in the type of amendments that are allowed during prosecution. Complying with
these laws and regulations could limit our ability to obtain new patents in the future that may be important for
our business.

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

Periodic maintenance and annuity fees on any issued patent are due to be paid to the USPTO and
European and other patent agencies over the lifetime of a patent. In addition, the USPTO and European and
other patent agencies require compliance with a number of procedural, documentary, fee payment and other
similar provisions during the patent application process. While an inadvertent failure to make payment of such
fees or to comply with such provisions can in many cases be cured by payment of a late fee or by other
means in accordance with the applicable rules, there are situations in which such noncompliance will result in
the abandonment or lapse of the patent or patent application, and the partial or complete loss of patent rights
in the relevant jurisdiction. Non-compliance events that could result in abandonment or lapse of a patent or
patent application include failure to respond to official actions within prescribed time limits, non-payment of
fees and failure to properly legalize and submit formal documents within prescribed time limits. If we or our
licensors fail to maintain the patents and patent applications covering our product candidates or if we or our
licensors otherwise allow our patents or patent applications to be abandoned or lapse, our competitors might
be able to enter the market, which would hurt our competitive position and could impair our ability to
successfully commercialize our product candidates in any indication for which they are approved.

We enjoy only limited geographical protection with respect to certain patents and we may not be able
to protect our intellectual property rights throughout the world.

Filing, prosecuting and defending patents covering our product candidates in all countries throughout the
world would be prohibitively expensive. Competitors may use our and our licensors’ technologies in
jurisdictions where we have not obtained patent protection to develop their own products and, further, may
export otherwise infringing products to territories where we and our licensors have patent protection, but
enforcement is not as strong as that in the United States or the EU. These products may compete with our
product candidates, and our and our licensors’ patents or other intellectual property rights may not be
effective or sufficient to prevent them from competing.

In addition, we may decide to abandon national and regional patent applications before grant. The grant
proceeding of each national or regional patent is an independent proceeding which may lead to situations in
which applications might in some jurisdictions be refused by the relevant patent offices, while granted by
others. For example, unlike other countries, China has a heightened requirement for patentability, and
specifically requires a detailed description of medical uses of a claimed drug. Furthermore, generic drug
manufacturers or other competitors may challenge the scope, validity or enforceability of our or our licensors’
patents, requiring us or our licensors to engage in complex, lengthy and costly litigation or other proceedings.
Generic drug manufacturers may develop, seek approval for and launch generic versions of our products. It is
also quite common that depending on the country, the scope of patent protection may vary for the same
product candidate or technology.
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The laws of some jurisdictions do not protect intellectual property rights to the same extent as the laws or
rules and regulations in the United States and the EU, and many companies have encountered significant
difficulties in protecting and defending such rights in such jurisdictions. The legal systems of certain countries,
particularly certain developing countries, do not favor the enforcement of patents, trade secrets and other
intellectual property protection, which could make it difficult for us to stop the infringement of our patents or
marketing of competing products in violation of our proprietary rights generally. Proceedings to enforce our
patent rights in other jurisdictions, whether or not successful, could result in substantial costs and divert our
efforts and attention from other aspects of our business, could put our patents at risk of being invalidated or
interpreted narrowly and our patent applications at risk of not issuing, and could provoke third parties to
assert claims against us. We may not prevail in any lawsuits that we initiate, and the damages or other
remedies awarded, if any, may not be commercially meaningful. Accordingly, our efforts to enforce our
intellectual property rights around the world may be inadequate to obtain a significant commercial advantage
from the intellectual property that we develop or license. Furthermore, while we intend to protect our
intellectual property rights in our expected significant markets, we cannot ensure that we will be able to initiate
or maintain similar efforts in all jurisdictions in which we may wish to market our product candidates.
Accordingly, our efforts to protect our intellectual property rights in such countries may be inadequate, which
may have an adverse effect on our ability to successfully commercialize our product candidates in all of our
expected significant foreign markets. If we or our licensors encounter difficulties in protecting, or are
otherwise precluded from effectively protecting, the intellectual property rights important for our business in
such jurisdictions, the value of these rights may be diminished, and we may face additional competition from
others in those jurisdictions.

Some countries also have compulsory licensing laws under which a patent owner may be compelled to
grant licenses to third parties. In addition, some countries limit the enforceability of patents against
government agencies or government contractors. In these countries, the patent owner may have limited
remedies, which could materially diminish the value of such patent. If we or any of our licensors is forced to
grant a license to third parties with respect to any patents relevant to our business, our competitive position
may be impaired.

If we do not obtain patent term extension in the United States under the Hatch-Waxman Act and in
foreign countries under similar legislation, thereby potentially extending the term of marketing
exclusivity for our product candidates, our business may be materially harmed.

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

Depending upon the timing, duration and conditions of FDA marketing approval of our product
candidates, we may be able to extend the term of a patent covering each product candidate under the Drug
Price Competition and Patent Term Restoration Act of 1984, referred to as the Hatch-Waxman Amendments
and similar legislation in the EU. The Hatch-Waxman Amendments permit a patent term extension of up to
five years for a patent covering an approved product as compensation for effective patent term lost during
product development and the FDA regulatory review process. The total patent term including the extension
cannot exceed 14 years following regulatory approval. However, we may not receive an extension if we fail to
apply within applicable deadlines, fail to apply prior to expiration of relevant patents or otherwise fail to satisfy
applicable requirements. Moreover, the length of the extension could be less than we request. If we are
unable to obtain patent term extension or the term of any such extension is less than we request, the period
during which we can enforce our patent rights for that product will be shortened and our competitors may
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obtain approval to market competing products sooner. As a result, our revenue from applicable products
could be reduced, possibly materially.

Further, under certain circumstances, patent terms covering our products or product candidates may be
extended for time spent during the pendency of the patent application in the USPTO (referred to as Patent
Term Adjustment, or PTA). The laws and regulations underlying how the USPTO calculates the PTA is
subject to change and any such PTA granted by the USPTO could be challenged by a third-party. If we do not
prevail under such a challenge, the PTA may be reduced or eliminated, resulting in a shorter patent term,
which may negatively impact our ability to exclude competitors. Because PTA added to the term of patents
covering pharmaceutical products has particular value, our business may be adversely affected if the PTA is
successfully challenged by a third party and our ability to exclude competitors is reduced or eliminated.

Intellectual property rights do not address all potential threats to our competitive advantage.

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

e others may be able to make products that are similar to IMC-1, IMC-2 or our future product
candidates but that are not covered by the claims of the patents that we own or license from others;

e others may independently develop similar or alternative technologies or otherwise circumvent any of
our technologies without infringing our intellectual property rights;

e we or any of our collaborators might not have been the first to conceive and reduce to practice the
inventions covered by the patents or patent applications that we own, license or will own or license;

e we or any of our collaborators might not have been the first to file patent applications covering certain
of the patents or patent applications that we or they own or have obtained a license, or will own or
will have obtained a license;

e itis possible that our pending patent applications will not lead to issued patents;

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

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

e ownership of our patents or patent applications may be challenged by third parties; and

e the patents of third parties or pending or future applications of third parties, if issued, may have an
adverse effect on our business.

Our reliance on third parties requires us to share our trade secrets, which increases the possibility
that our trade secrets will be misappropriated or disclosed, and confidentiality agreements with
employees and third parties may not adequately prevent disclosure of trade secrets and protect other
proprietary information.

We consider proprietary trade secrets or confidential know-how and unpatented know-how to be
important to our business. We may rely on trade secrets or confidential know-how to protect our technology,
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especially where patent protection is believed by us to be of limited value. Because we expect to rely on third
parties to manufacture IMC-1, IMC-2 and any future product candidates, and we expect to collaborate with
third parties on the development of IMC-1, IMC-2 and any future product candidates, we must, at times, share
trade secrets with them. We also conduct joint research and development programs that may require us to
share trade secrets under the terms of our research and development partnerships or similar agreements.
However, trade secrets or confidential know-how can be difficult to maintain as confidential.

To protect this type of information against disclosure or appropriation by competitors, our policy is to
require our employees, consultants, contractors and advisors to enter into confidentiality agreements and, if
applicable, material transfer agreements, consulting agreements or other similar agreements with us prior to
beginning research or disclosing proprietary information. These agreements typically limit the rights of the
third parties to use or disclose our confidential information, including our trade secrets. However, current or
former employees, consultants, contractors and advisers may unintentionally or willfully disclose our
confidential information to competitors, and confidentiality agreements may not provide an adequate remedy
in the event of unauthorized disclosure of confidential information. The need to share trade secrets and other
confidential information increases the risk that such trade secrets become known by our competitors, are
inadvertently incorporated into the technology of others, or are disclosed or used in violation of these
agreements. Given that our proprietary position is based, in part, on our know-how and trade secrets, a
competitor’s discovery of our trade secrets or other unauthorized use or disclosure would impair our
competitive position and may have an adverse effect on our business and results of operations. Enforcing a
claim that a third party obtained illegally and is using trade secrets or confidential know-how is expensive,
time consuming and unpredictable. The enforceability of confidentiality agreements may vary from jurisdiction
to jurisdiction.

In addition, these agreements typically restrict the ability of our advisors, employees, third-party
contractors and consultants to publish data potentially relating to our trade secrets, although our agreements
may contain certain limited publication rights. Despite our efforts to protect our trade secrets, our competitors
may discover our trade secrets, either through breach of our agreements with third parties, independent
development or publication of information by any of our third-party collaborators. A competitor’s discovery of
our trade secrets would impair our competitive position and have an adverse impact on our business.

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

Our unregistered trademarks or trade names may be challenged, infringed, circumvented or declared
generic or determined to be infringing on other marks. We may not be able to protect our rights to these
trademarks and trade names, which we need to build name recognition among potential collaborators or
customers in our markets of interest. At times, competitors may adopt trade names or trademarks similar to
ours, thereby impeding our ability to build brand identity and possibly leading to market confusion. In addition,
there could be potential trade name or trademark infringement claims brought by owners of other registered
trademarks or trademarks that incorporate variations of our unregistered trademarks or trade names. Over
the long term, if we are unable to successfully register our trademarks and trade names and establish name
recognition based on our trademarks and trade names, then we may not be able to compete effectively, and
our business may be adversely affected. Our efforts to enforce or protect our proprietary rights related to
trademarks, trade secrets, domain names, copyrights or other intellectual property may be ineffective and
could result in substantial costs and diversion of resources and could adversely impact our financial condition
or results of operations.

We may need to license certain intellectual property from third parties, and such licenses may not be
available or may not be available on commercially reasonable terms.

A third party may hold intellectual property, including patent rights that are important or necessary to the

development or commercialization of IMC-1, IMC-2 or our future product candidates. It may be necessary for
us to use the patented or proprietary technology of third parties to commercialize IMC-1, IMC-2 or our future
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product candidates, in which case we would be required to obtain a license from these third parties. Such a
license may not be available on commercially reasonable terms, or at all, which could materially harm our
business. At this time, we are unaware of any intellectual property that interferes with ours or is
complementary and needed to commercialize IMC-1 or IMC-2.

We may be subject to claims that our employees, consultants or independent contractors have
wrongfully used or disclosed confidential information of their former employers or other third parties.

We employ individuals who were previously employed at other biotechnology or pharmaceutical
companies. Although we seek to protect our ownership of intellectual property rights by ensuring that our
agreements with our employees, collaborators and other third parties with whom we do business include
provisions requiring such parties to assign rights in inventions to us, we may be subject to claims that we or
our employees, consultants or independent contractors have inadvertently or otherwise used or disclosed
confidential information of our employees’ former employers or other third parties. We may also be subject to
claims that former employers or other third parties have an ownership interest in our patents. Litigation may
be necessary to defend against these claims. There is no guarantee of success in defending these claims,
and if we fail in defending any such claims, in addition to paying monetary damages, we may lose valuable
intellectual property rights, such as exclusive ownership or right to use. Even if we are successful, litigation
could result in substantial cost and be a distraction to our management and other employees.

Our proprietary information may be lost, or we may suffer security breaches.

In the ordinary course of our business, we collect and store sensitive data, including intellectual property,
clinical trial data, proprietary business information, personal data and personally identifiable information of our
clinical trial subjects and employees, in our data centers and on our networks. The secure processing,
maintenance and transmission of this information is critical to our operations. Despite our security measures,
our information technology and infrastructure may be vulnerable to attacks by hackers or breached due to
employee error, malfeasance or other disruptions. Although, to our knowledge, we have not experienced any
such material security breach to date, any such breach could compromise our networks and the information
stored there could be accessed, publicly disclosed, lost or stolen. Any such access, disclosure or other loss of
information could result in legal claims or proceedings, liability under laws that protect the privacy of personal
information, significant regulatory penalties, disruption of our operations, damage to our reputation and cause
a loss of confidence in us and our ability to conduct clinical trials, which could adversely affect our reputation
and delay our clinical development of our product candidates.

Risks Related to Our Employees, Managing Our Growth and Our Operations

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

We are highly dependent on the development, regulatory, commercialization and business development
expertise of the executive team, as well as the other principal members of our management, scientific and
clinical teams. Although we have employment agreements, offer letters or consulting agreements with our
executive officers, these agreements do not prevent them from terminating their services at any time.

If we lose one or more of our executive officers or key employees, our ability to implement our business
strategy successfully could be seriously harmed. Furthermore, replacing executive officers and key
employees may be difficult and may take an extended period of time because of the limited number of
individuals in our industry with the breadth of skills and experience required to successfully develop product
candidates, gain regulatory approval, and commercialize new products. Competition to hire from this limited
pool is intense, and we may be unable to hire, train, retain or motivate these additional key personnel on
acceptable terms given the competition among numerous pharmaceutical and biotechnology companies for
similar personnel. We also experience competition for the hiring of scientific and clinical personnel from
universities and research institutions. In addition, we rely on consultants and advisors, including scientific and
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clinical advisors, to assist us in formulating our research and development and commercialization strategy.
Our consultants and advisors may be engaged by entities other than us and may have commitments under
consulting or advisory contracts with other entities that may limit their availability to us. If we are unable to
continue to attract and retain highly qualified personnel, our ability to develop and commercialize product
candidates will be limited.

We expect to expand our development, regulatory, and sales and marketing capabilities, and as a
result, we may encounter difficulties in managing our growth, which could disrupt our operations.

We expect to experience significant growth in the number of our employees and the scope of our
operations, particularly in the areas of development, regulatory affairs and sales and marketing. To manage
our anticipated future growth, we must continue to implement and improve our managerial, operational and
financial systems, expand our facilities or acquire new facilities and continue to recruit and train additional
qualified personnel. Due to our limited financial resources and the limited experience of our management
team in managing a company with such anticipated growth, we may not be able to effectively manage the
expansion of our operations or recruit and train additional qualified personnel. The expansion of our
operations may lead to significant costs and may divert our management and business development
resources. Any inability to manage growth could delay the execution of our business plans or disrupt our
operations.

We may engage in acquisitions that could disrupt our business, cause dilution to our stockholders or
reduce our financial resources.

In the future, we may enter into transactions to acquire other businesses, products or technologies. If we
do identify suitable candidates, we may not be able to make such acquisitions on favorable terms, or at all.
Any acquisitions we make may not strengthen our competitive position, and these transactions may be
viewed negatively by customers or investors. We may decide to incur debt in connection with an acquisition
or issue our common stock or other equity securities to the stockholders of the acquired company, which
would reduce the percentage ownership of our existing stockholders. We could incur losses resulting from
undiscovered liabilities of the acquired business that are not covered by the indemnification we may obtain
from the seller. In addition, we may not be able to successfully integrate the acquired personnel, technologies
and operations into our existing business in an effective, timely and nondisruptive manner. Acquisitions may
also divert management attention from day-to-day responsibilities, increase our expenses and reduce our
cash available for operations and other uses. We cannot predict the number, timing or size of future
acquisitions or the effect that any such transactions might have on our operating results.

Our business and operations would suffer in the event of system failures.

Our computer systems, as well as those of our CROs and other contractors and consultants, are
vulnerable to damage from computer viruses, unauthorized access, natural disasters (including hurricanes),
terrorism, war and telecommunication and electrical failures. If such an event were to occur and cause
interruptions in our operations, it could result in a material disruption of our development programs. For
example, the loss of preclinical or clinical trial data from completed, ongoing or planned trials could result in
delays in our regulatory approval efforts and significantly increase our costs to recover or reproduce the data.
To the extent that any disruption or security breach were to result in a loss of or damage to our data or
applications, or inappropriate disclosure of personal, confidential or proprietary information, we could incur
liability and the further development of IMC-1, IMC-2 or any future product candidate could be delayed.

64



Risks Related to Our Common Stock

If we are unable to maintain listing of our common stock on the Nasdaq Capital Market or another
national stock exchange, it may be more difficult for our stockholders to sell their shares of common
stock.

Nasdaq requires issuers to comply with certain standards to remain listed on its exchange. On November
2, 2023, we received a delisting notice from Nasdaq as a result of the closing bid price of our common stock
being below $1.00 per share for 30 consecutive business days. Our common stock may be involuntarily
delisted from Nasdagq if we fail to regain compliance with the minimum closing bid price requirement of $1.00
per share. The notice has no immediate effect on the continued listing status of the Company’s common
stock on the Nasdaq Capital Market, and, therefore, the Company’s listing remains fully effective.

However, if the Company fails to regain compliance with Nasdaq’s listing rules, it could be subject to
suspension and delisting proceedings. If we are unable to maintain our listing on Nasdaq, it may become
more difficult for our stockholders to sell our common stock in the public market. In addition, in the event the
Company’s securities are delisted, broker-dealers have certain regulatory burdens imposed upon them, which
may discourage broker-dealers from effecting transactions in the Company’s securities, further limiting the
liquidity of such securities. A determination that our common stock is a “penny stock” will require brokers
trading in our common stock to adhere to more stringent rules and possibly result in a reduced level of trading
activity in the secondary trading market for our common stock. Such delisting from The Nasdaq Capital
Market and continued or further declines in the Company’s share price could also greatly impair our ability to
raise additional necessary capital through equity or debt financing, and could significantly increase the
ownership dilution to stockholders caused by our issuing equity in financing or other transactions. Further, if
we are delisted, we would also incur additional costs under state blue sky laws in connection with any sales of
our securities.

The market price of our common stock is highly volatile, which could result in substantial losses for
holders of our common stock.

The market price of our common stock is highly volatile and is subject to wide fluctuations in response to
a variety of factors, including the following:

e any delay in submitting an NDA and any adverse development or perceived adverse development
with respect to the FDA’s review of that NDA,;

e failure to successfully develop and commercialize IMC-1, IMC-2 or any future product candidates;
e inability to obtain additional funding;

e regulatory or legal developments in the United States and other countries applicable to IMC-1, IMC-2
or any other product candidates;

e adverse regulatory decisions;
e changes in the structure of healthcare payment systems;

e inability to obtain adequate product supply for IMC-1, IMC-2 or any other product candidate, or the
inability to do so at acceptable prices;

e introduction of new products, services or technologies by our competitors;

e failure to meet or exceed financial projections we provide to the public;
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e failure to meet or exceed the estimates and projections of the investment community;
e changes in the market valuations of companies similar to ours;

e market conditions in the pharmaceutical and biotechnology sectors, and the issuance of new or
changed securities analysts’ reports or recommendations;

e announcements of significant acquisitions, strategic collaborations, joint ventures or capital
commitments by us or our competitors;

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

e additions or departures of key scientific or management personnel;
e sales of our common stock by us or our shareholders in the future;
e trading volume of our common stock;

e general economic, industry and market conditions; and

e the other factors described in this “Risk Factors” section.

In addition, the stock markets have experienced extreme price and volume fluctuations that have affected
and continue to affect the market prices of equity securities of many companies. These fluctuations have
often been unrelated or disproportionate to the operating performance of those companies. Broad market and
industry factors, as well as general economic, political, regulatory and market conditions, may negatively
affect the market price of our common stock, regardless of our actual operating performance.

We could be subject to securities class action litigation.

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

If securities or industry analysts do not publish research or reports about our business, or if they
issue an adverse or misleading opinion regarding our common stock, our stock price and trading
volume could decline.

The trading market for our common stock depends, in part, on the research and reports that securities or
industry analysts may publish about us or our business. We do not have any control over these analysts. If
our financial performance fails to meet analyst estimates or one or more of the analysts who cover us
downgrade our common stock or change their opinion of our common stock, our share price would likely
decline. If one or more of these analysts cease coverage of us or fail to regularly publish reports on us, we
could lose visibility in the financial markets, which could cause our share price or trading volume to decline.

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

We have never declared or paid any cash dividends on our common stock. We currently anticipate that
we will retain future earnings for the development, operation and expansion of our business and do not
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anticipate declaring or paying any cash dividends for the foreseeable future. As a result, capital appreciation,
if any, of our common stock would be our stockholder’s sole source of gain on an investment in our common
stock for the foreseeable future.

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

As a public company, and particularly after we no longer qualify as an emerging growth company, we
incur significant legal, accounting and other expenses. The Sarbanes-Oxley Act of 2002 (“SOX”), the Dodd-
Frank Wall Street Reform and Consumer Protection Act, the listing requirements of Nasdaq, and other
applicable securities rules and regulations impose various requirements on U.S. reporting public companies,
including the establishment and maintenance of effective disclosure and financial controls and corporate
governance practices. Our management and other personnel devote a substantial amount of time to these
compliance initiatives. Moreover, these rules and regulations increase our legal and financial compliance
costs and make some activities more time-consuming and costly. For example, these rules and regulations
may make it more expensive for us to obtain director and officer liability insurance, which in turn could make it
more difficult for us to attract and retain qualified senior management personnel or members for our board of
directors. In addition, these rules and regulations are often subject to varying interpretations, and, as a result,
their application in practice may evolve over time as new guidance is provided by regulatory and governing
bodies. This could result in continuing uncertainty regarding compliance matters and higher costs
necessitated by ongoing revisions to disclosure and governance practices. Pursuant to Section 404 of SOX,
we are required to furnish a report by our senior management on our internal control over financial reporting.
While we remain an emerging growth company, we will not be required to include an attestation report on
internal control over financial reporting issued by our independent registered public accounting firm.

To comply with Section 404, we are required to engage in a process to document and evaluate our
internal control over financial reporting, which is both costly and challenging. In this regard, we will need to
continue to dedicate internal resources, engage outside consultants and adopt a detailed work plan to assess
and document the adequacy of internal control over financial reporting, continue steps to improve control
processes as appropriate, validate through testing that controls are functioning as documented and maintain
a continuous reporting and improvement process for internal control over financial reporting. Despite our
efforts, there is a risk that we will not be able to conclude, within the prescribed timeframe or at all, that our
internal control over financial reporting is effective as required by Section 404. If we identify one or more
material weaknesses, it could result in an adverse reaction in the financial markets due to a loss of
confidence in the reliability of our financial statements.
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If we fail to establish and maintain proper and effective internal control over financial reporting, our
operating results and our ability to operate our business could be harmed.

Ensuring that we have adequate internal financial and accounting controls and procedures in place so
that we can produce accurate financial statements on a timely basis is a costly and time-consuming effort that
needs to be reevaluated frequently. Our internal control over financial reporting is a process designed to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements in accordance with generally accepted accounting principles. In connection with our initial public
offering, we began the process of documenting, reviewing and improving our internal controls and procedures
for compliance with Section 404 of SOX, which requires annual management assessment of the effectiveness
of our internal control over financial reporting.

Implementing any appropriate changes to our internal controls may distract our officers and employees,
entail substantial costs to modify our existing processes and take significant time to complete. These changes
may not, however, be effective in maintaining the adequacy of our internal controls and any failure to maintain
that adequacy or consequent inability to produce accurate financial statements on a timely basis, could
increase our operating costs and harm our business. In addition, investors’ perceptions that our internal
controls are inadequate or that we are unable to produce accurate financial statements on a timely basis may
harm our common share price and make it more difficult for us to effectively market and sell our service to
new and existing customers.

We are an “emerging growth company,” and a “smaller reporting company” and the reduced
reporting requirements applicable to emerging growth companies and smaller reporting companies
may make our common stock less attractive to investors.

We are an “emerging growth company,” as defined in the Jumpstart Our Business Startups Act, or JOBS
Act. For as long as we continue to be an emerging growth company, we may take advantage of exemptions
from various reporting requirements that are applicable to other public companies that are not emerging
growth companies, including exemption from compliance with the auditor attestation requirements of
Section 404, reduced disclosure obligations regarding executive compensation and exemptions from the
requirements of holding a nonbinding advisory vote on executive compensation and shareholder approval of
any golden parachute payments not previously approved. We will remain an emerging growth company until
the earlier of (1) the last day of the fiscal year (a) following the fifth anniversary of the closing of our IPO, (b) in
which we have total annual gross revenue of at least $1.07 billion or (c) in which we are deemed to be a large
accelerated filer, which means the market value of our common stock held by non-affiliates exceeds $700
million as of the end of our prior second fiscal quarter, and (2) the date on which we have issued more than
$1.0 billion in non-convertible debt during the prior three-year period. Even after we no longer qualify as an
emerging growth company, we may still qualify as a “smaller reporting company,” which would allow us to
take advantage of many of the same exemptions from disclosure requirements, including not being required
to comply with the auditor attestation requirements of Section 404 and reduced disclosure obligations
regarding executive compensation.

In addition, under the JOBS Act, emerging growth companies can delay adopting new or revised
accounting standards until such time as those standards apply to private companies. We intend to take
advantage of the extended transition period for adopting new or revised accounting standards under the
JOBS Act as an emerging growth company. As a result of this election, our financial statements may not be
comparable to companies that comply with public company effective dates.

We cannot predict if investors will find our common stock less attractive because we may rely on these

exemptions. If some investors find our common stock less attractive as a result, there may be a less active
trading market for our common stock and our share price may be more volatile.
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Provisions in our certificate of incorporation and bylaws and under Delaware law could make an
acquisition of our company, which may be beneficial to our stockholders, more difficult and may
prevent attempts by our stockholders to replace or remove our current management.

Provisions in our certificate of incorporation and our bylaws may discourage, delay or prevent a merger,
acquisition or other change in control of our company that stockholders may consider favorable, including
transactions in which our stockholders might otherwise receive a premium for their shares. These provisions
could also limit the price that investors might be willing to pay in the future for shares of our common stock,
thereby depressing the market price of our common stock. In addition, because our board of directors is
responsible for appointing the members of our management team, these provisions may frustrate or prevent
any attempts by our stockholders to replace or remove our current management by making it more difficult for
stockholders to replace members of our board of directors. Among other things, these provisions include
those establishing:

e Advance notice bylaw provisions for proposals from stockholders for presentation at annual
meetings; and

e Forum selection bylaw provisions.

Because we are incorporated in Delaware, we are governed by the provisions of Section 203 of the
General Corporation Law of the State of Delaware, which prohibits a person who owns in excess of 15% of
our outstanding voting stock from merging or combining with us for a period of three years after the date of
the transaction in which the person acquired in excess of 15% of our outstanding voting stock, unless the
merger or combination is approved in a prescribed manner.

Our certificate of incorporation and our bylaws will contain exclusive forum provisions for certain
claims, which could limit our stockholders’ ability to obtain a favorable judicial forum for disputes
with us or our directors, officers or employees.

Our certificate of incorporation and our bylaws, to the fullest extent permitted by law, provide that the
Court of Chancery of the State of Delaware will be the exclusive forum for any derivative action or proceeding
brought on our behalf; any action asserting a breach of fiduciary duty; any action asserting a claim against us
arising pursuant to the General Corporation Law of the State of Delaware, our certificate of incorporation, or
our bylaws; or any action asserting a claim against us that is governed by the internal affairs doctrine.

Moreover, Section 22 of the Securities Act creates concurrent jurisdiction for federal and state courts over
all claims brought to enforce any duty or liability created by the Securities Act or the rules and regulations
thereunder and our bylaws provide that the federal district courts of the United States of America will, to the
fullest extent permitted by law, be the exclusive forum for resolving any complaint asserting a cause of action
arising under the Securities Act, or a Federal Forum Provision. Our decision to adopt a Federal Forum
Provision followed a decision by the Supreme Court of the State of Delaware holding that such provisions are
facially valid under Delaware law. While there can be no assurance that federal or state courts will follow the
holding of the Delaware Supreme Court or determine that the Federal Forum Provision should be enforced in
a particular case, application of the Federal Forum Provision means that suits brought by our stockholders to
enforce any duty or liability created by the Securities Act must be brought in federal court and cannot be
brought in state court. Section 27 of the Exchange Act creates exclusive federal jurisdiction over all claims
brought to enforce any duty or liability created by the Exchange Act or the rules and regulations thereunder
and neither the exclusive forum provision nor the Federal Forum Provision applies to suits brought to enforce
any duty or liability created by the Exchange Act. Accordingly, actions by our stockholders to enforce any duty
or liability created by the Exchange Act or the rules and regulations thereunder must be brought in federal
court. Our stockholders will not be deemed to have waived our compliance with the federal securities laws
and the regulations promulgated thereunder.
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Any person or entity purchasing or otherwise acquiring or holding any interest in any of our securities
shall be deemed to have notice of and consented to our exclusive forum provisions, including the Federal
Forum Provision. These provisions may limit our stockholders’ ability to bring a claim in a judicial forum they
find favorable for disputes with us or our directors, officers, or other employees, which may discourage
lawsuits against us and our directors, officers, and other employees. Alternatively, if a court were to find the
choice of forum provision contained in our certificate of incorporation and/or bylaws to be inapplicable or
unenforceable in an action, we may incur additional costs associated with resolving such action in other
jurisdictions, which could harm our business, operating results and financial condition.

Item 1B. Unresolved Staff Comments
None.
Item 1C. Cybersecurity

Our use of information systems for using, transmitting and storing data is a vital aspect of our business
operations. Information systems can be vulnerable to a range of cybersecurity threats that could potentially
have a material impact on our business strategy, results of operations and financial condition.

Cybersecurity Risk Management and Strategy. The Company actively maintains a cyber-risk
management program. Cybersecurity is a key category within our risk management program, and our
cybersecurity risk management is intended to assist in assessing, identifying, and managing material risks
from cybersecurity threats to the Company’s information systems. This integration of cybersecurity into the
Company’s overall enterprise risk management program is to ensure that cybersecurity considerations are
included in decision-making processes throughout the Company.

Our cybersecurity program is designed to safeguard against evolving and increasingly sophisticated
cybersecurity threats by helping to prevent, detect, mitigate and respond to cyber-attacks. Our approach
consists of, among other things, cybersecurity threat and vulnerability prevention, detection, mitigation and
remediation of potential cybersecurity risks. We employ cybersecurity intrusion detection systems and
continuous monitoring, in order to help defend against unauthorized access. Identity-based access
management also serves an integral role of our cybersecurity strategy and involves access controls and
identity authentication requirements. Access to the Company’s data is monitored and controlled according to
access control policies. Data protection and privacy practices, including data loss prevention, help to
safeguard sensitive information.

The Audit Committee of our Board of Directors is responsible for oversight of the Company’s cyber-risk
management program and management’s role is to assist the Audit Committee in identifying and considering
material cybersecurity risks, ensure implementation of management and employee level cybersecurity
practices and training and provide the Audit Committee with regular reports regarding any cybersecurity
attacks or vulnerabilities. As of the date of this Annual Report on Form 10-K, the Company has not
experienced any cybersecurity attacks.

The Company also requires our employees to participate in cybersecurity training and awareness
programs. In particular, we have determined that the most significant cybersecurity risk to our organization is
social engineering schemes such as phishing schemes. All employees receive training twice a year in
identifying and stopping social engineering cyber-attacks. The Company’s employees are expected to help
safeguard the Company’s information systems and to assist in the discovery and reporting of cybersecurity
incidents. These programs are intended to decrease cybersecurity risks associated with human error and
foster a culture of cybersecurity consciousness.

Our cybersecurity program is periodically evaluated against established quantifiable goals and other

external benchmarks. This evaluation is carried out through periodic internal and external risk assessments
and compliance audits. The third parties that the Company engages in order to conduct these evaluations,
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assessments and audits, including our third-party internal audit vendor, Crowe LLP, also advise us on the
effectiveness of our cybersecurity processes and assist the Company in remediating any identified
vulnerabilities and implementing any recommended measures to improve our cybersecurity defenses.

In addition to monitoring cybersecurity threats to the Company’s information systems, the Company’s
vendor risk management practices are intended to help monitor, mitigate and prevent cybersecurity risks from
external sources. We operate as a virtual company and maintain vital information, including financial and
payroll information, on servers owned and maintained by our vendors. As such, we rely on the internal
controls of our third party vendors to protect our vital information. We obtain and review reports on the internal
controls of our vendors on an annual basis to ensure that we believe their cybersecurity procedures are
adequate and to confirm that there have been no data breaches affecting our information. For certain third-
party providers we deem critical to our operations, we also obtain and review System and Organization
Controls reports at the beginning of an engagement, as well as on an ongoing basis, in order to assess their
cybersecurity preparedness.

To date, the risks from cybersecurity threats, including as a result of any previous immaterial
cybersecurity incidents, have not materially affected, or are reasonably likely to materially affect, our business
strategy, results of operations, or financial condition. While the Company maintains cybersecurity insurance,
the costs related to cybersecurity threats or disruptions may not be fully insured. For more information
regarding the risks the Company faces from cybersecurity threats, see “Risk Factors—Risks Related to Our
Intellectual Property—Our proprietary information may be lost, or we may suffer security breaches.”

Item 2. Properties

We do not own or lease any real property. We run a virtual model and have a mailing address in
Alpharetta, Georgia.

Item 3. Legal Proceedings

From time to time, we may be involved in claims that arise during the ordinary course of business.
Regardless of the outcome, litigation can be costly and time consuming, and it can divert management’s
attention from important business matters and initiatives, negatively impacting our overall operations. We do
not currently have any pending litigation to which we are a party or to which our property is subject that we
believe to be material. Regardless of the outcome, litigation can be costly and time consuming, and it can
divert management’s attention from important business matters and initiatives, negatively impacting our
overall operations.

Item 4. Mine Safety Disclosures
Not applicable.
PART Il

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of
Equity Securities

Market Information

Our common stock has been listed on The Nasdaq Capital Market (“Nasdaq”) under the symbol “VIRI”
since our initial public offering on December 16, 2020.

On November 2, 2023, Virios Therapeutics, Inc. (the “Company”) received a letter (the “Notice”) from the

Listing Qualifications Department (the “Staff’) of The Nasdaq Stock Market LLC (“Nasdaq”) notifying the
Company that, for the previous 30 consecutive business days, the bid price for the Company’s common stock
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had closed below the minimum $1.00 per share requirement for continued listing on The Nasdaq Capital
Market under Nasdaq Listing Rule 5550(a)(2) (the “Bid Price Requirement”). The Notice has no effect at this
time on the Company’s common stock, which continues to trade on The Nasdaqg Capital Market under the
symbol “VIRI”.

In accordance with Nasdaq Listing Rule 5810(c)(3)(A), the Company has been provided an initial period
of 180 calendar days, or until May 1, 2024 (the “Compliance Date”), to regain compliance with the Bid Price
Requirement. If, at any time before the Compliance Date, the bid price for the Company’s common stock
closes at $1.00 or more for a minimum of 10 consecutive business days, the Staff will provide written
notification to the Company that it has regained compliance with the Bid Price Requirement, unless the Staff
exercises its discretion to extend this 10-day period pursuant to Nasdaq Listing Rule 5810(c)(3)(H).

If the Company is not in compliance with the Bid Price Requirement by the Compliance Date, the
Company may qualify for a second 180 calendar day compliance period. If the Company does not qualify for
or fails to regain compliance during the second compliance period, then the Staff will provide written
notification to the Company that its common stock will be subject to delisting. At that time, the Company may
appeal the Staff’s delisting determination to the Nasdaq Listing Qualifications Panel. However, there can be
no assurance that, if the Company receives a delisting notice and appeals the delisting determination that
such an appeal would be successful.

The Company intends to monitor the closing bid price of its common stock and may, if appropriate,
consider available options to regain compliance with the Bid Price Requirement.

Holders of Record

As of February 26, 2024, there were approximately 131 holders of record of shares of our common stock.
This number does not reflect the beneficial holders of our common stock who hold shares in street name
through brokerage accounts or other nominees.

Dividend Policy

We have never declared or paid any cash dividends on our common stock. We currently intend to retain
all available funds and any future earnings to support our operations and finance the growth and development
of our business. We do not intend to pay cash dividends on our common stock for the foreseeable future.

Issuer Purchases of Equity Securities

We did not repurchase any of our equity securities during the year ended December 31, 2023. For the
year ended December 31, 2023, there were 478,625 underwriters warrants exercised. As a result, 192,951
shares of common stock were surrendered at fair value to satisfy the exercise price and 285,674 shares of
common stock were issued. The surrendered shares are shown as treasury stock at a cost of $299,110 in
stockholders’ equity.

For a full discussion of underwriters warrants see Note 8 to the Financial Statements included in this
Annual Report on Form 10-K.

Recent Sales of Unregistered Securities
We did not issue any equity securities during the year ended December 31, 2023 that were not registered

under the Securities Act and that have not otherwise been described in a Quarterly Report on Form 10-Q or a
Periodic Report on Form 8-K.
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Item 6. Selected Financial Data

This item is not required.
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Item 7. 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
in conjunction with the financial statements and the related notes appearing elsewhere in this Annual Report
on Form 10-K. This discussion contains forward-looking statements reflecting our current expectations that
involve risks and uncertainties, including those set forth under “Cautionary Statement About Forward-Looking
Statements.” Actual results and experience could differ materially from the anticipated results and other
expectations expressed in our forward-looking statements as a result of a number of factors, including but not
limited to those discussed in this ltem and in Iltem 1A - “Risk Factors.” Actual results and the timing of events
could differ materially from those discussed in our forward-looking statements as a result of many factors,
including those set forth under “Risk Factors” and elsewhere in this Annual Report on Form 10-K.

Overview

We are a development-stage biotechnology company focused on advancing novel antiviral therapies to
treat diseases associated with a viral triggered abnormal immune response such as FM and LC. Overactive
immune response related to activation of tissue resident herpesvirus has been postulated to be a potential
root cause of chronic illnesses such as FM, IBS, LC, chronic fatigue syndrome and other functional somatic
syndromes, all of which are characterized by a waxing and waning manifestation of disease, often triggered
by events which compromise the immune system. While not completely understood, there is general
agreement in the medical community that activation of the herpesvirus is triggered by some form of
environmental and/or health stressor. Our lead product candidates, IMC-1 and IMC-2, are novel, proprietary,
fixed dose combinations of anti-herpes antivirals and celecoxib. IMC-1 is a novel combination of famciclovir
and celecoxib intended to synergistically suppress herpesvirus activation and replication, with the end goal of
reducing viral mediated disease burden. IMC-2 is a combination of valacyclovir and celecoxib that like IMC-1,
is intended to synergistically suppress herpesvirus activation and replication with a more specific activity
against the Epstein-Barr virus (herpesvirus HHV-4).

IMC-1 and IMC-2 combine two specific mechanisms of action purposely designed to inhibit herpesvirus
activation and replication, thereby keeping the herpesvirus in a latent (dormant) state or “down-regulating” the
herpesvirus from a lytic (active) state back to latency. The famciclovir component of IMC-1 and the
valacyclovir component of IMC-2 inhibit viral DNA replication. The celecoxib component of IMC-1 and IMC-2
inhibits cyclooxegenase-2 (COX-2) and to a lesser degree cyclooxegenase-1 (COX-1) enzymes which are,
used by the herpesvirus to amplify or accelerate its own replication. We are unaware of any other antivirals
currently in development for the treatment of FM or related conditions. We believe this novel approach was a
germane consideration in the FDA designating IMC-1 for fast-track review status for the treatment of FM.
IMC-1 has also been granted a synergy patent based on the fact that neither of the individual components
has proven effective in the management of FM, yet the combination therapy generated a result that is greater
than the sum of its parts.

Our novel combination antiviral approach (combining a viral DNA polymerase inhibitor + a COX-2
inhibitor) delivers clinical benefits for patients suffering from diseases with a suspected viral mediated
catalyst, including FM and LC. We have received FDA feedback on our proposal to advance IMC-1 into
Phase 3 development for the treatment of FM.

In July 2023, the Company received positive data from an exploratory, open-label, proof of concept study
in LC funded by an unrestricted grant provided to the BHC. BHC enrolled female patients diagnosed with LC
illness, otherwise known as PASC. Patients treated with a combination of Val/Cel exhibited clinically and
statistically significant improvements in fatigue, pain, and symptoms of autonomic dysfunction as well as ratings
of general well-being related to LC when treated open-label for 14 weeks, as compared to a control cohort of
female LC patients matched by age and length of illness and treated with routine care. The statistically
significant improvements in PASC symptoms and general health status were particularly encouraging given
that the mean duration of LC illness was two years for both the treated and control cohort prior to enrollment in
this study. Based on these data, the Company met with the FDA to discuss opening an investigational new
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drug application to formally assess treatment of symptoms associated with PASC using IMC-2. In December
2023, we received FDA feedback on our proposed Phase 2b study and project to commence this trial in the
second half of 2024, contingent upon securing funding for the program.

In July 2023, we entered into a Capital on Demand™ Sales Agreement, (the “Sales Agreement”), with
JonesTrading Institutional Services LLC, (“JonesTrading”), relating to our shares of common stock, par value
$0.0001 per share. In accordance with the terms of the Sales Agreement, we could offer and sell our shares of
common stock having an aggregate offering price of up to $6.7 million from time to time through JonesTrading,
acting as sales agent or principal. In August, we halted sales under the Sales Agreement and in September the
Sales Agreement was terminated. Before sales were halted and the Sales Agreement was terminated, we
raised proceeds, net of issuance costs, of approximately $1.2 million.

In August 2023, we signed an unrestricted grant research agreement with BHC to conduct a second,
investigator-initiated, randomized, double-blinded, placebo-controlled study of LC with IMC-2. Patient
enroliment for this study began in the fourth quarter of 2023 with results projected to be available in the second
half of 2024. BHC is a non-profit, interdisciplinary Center of Excellence advancing the diagnosis and treatment
of chronic fatigue disorders including myalgic encephalomyelitis/chronic fatigue syndrome, FM, post-viral
syndromes, and related comorbidities.

We have not generated revenues and have incurred losses since inception. Our net losses were
$5,296,015 and $12,247,834 for the years ended December 31, 2023 and 2022, respectively, and our
accumulated deficit at December 31, 2023 was $61,469,222. We expect to incur losses for the foreseeable
future, and we expect these losses to increase as we continue to develop and seek regulatory approvals for
our product candidates. Because of the numerous risks and uncertainties associated with product
development, we are unable to predict the timing or amount of increased expenses or when, or if, we will be
able to achieve or maintain profitability.

The global economy, including credit and financial markets, has experienced extreme volatility and
disruptions including severely diminished liquidity and credit availability, declines in consumer confidence,
declines in economic growth, increases in unemployment rates, increases in inflation rates and uncertainty
about economic stability. For example, the recent Israel-Hamas conflict and the ongoing conflict between
Ukraine and Russia, the effect of the wars and the resulting sanctions by the U.S. and European
governments, has created extreme volatility in the global capital markets and is expected to have further
global economic consequences, including disruptions of the global supply chain and energy markets. Any
such volatility and disruptions may have adverse consequences on us or the third parties on whom we rely. If
the equity and credit markets deteriorate, including as a result of political unrest or war, it may make any
necessary debt or equity financing more difficult to obtain in a timely manner or on favorable terms, if at all.

Financial Operations Overview

The following discussion sets forth certain components of our statements of operations as well as factors
that impact those items.

Research and Development Expenses

Our research and development expenses consist of expenses incurred in development and clinical
studies relating to our product candidates, including:

e payments to third-party contract research organizations, or CROs;
e payments to third-party contract development and manufacturing organizations, or CMOs;

e personnel-related expenses, such as salaries, benefits and stock compensation; and
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e payments to contract laboratories and independent consultants.

We expense all research and development costs as incurred. Clinical development expenses for our
product candidates are a significant component of our current research and development expenses. Products
in later stage clinical development generally have higher research and development expenses than those in
earlier stages of development, primarily due to increased size and duration of the clinical trials. We track and
record information regarding research and development expenses for each study or trial we conduct. We use
third-party CROs, CMOs, contractor laboratories and independent contractors. We recognize the expenses
associated with third parties performing services for us in our clinical studies based on the percentage of each
study completed at the end of each reporting period.

Our research and development expenses in 2023 primarily related to carryover costs associated with
completing the final reports for the Company’s FORTRESS (Fibromyalgia Outcome Research Trial Evaluating
Synergistic Suppression of HSV-1) study for the treatment of FM and the chronic toxicology program;
regulatory consulting for an investigational new drug application to formally access IMC-2 as a treatment for
symptoms associated with LC; continued salaries and benefits; grants to the Bateman Horne Center for
investigator-sponsored studies in LC; the manufacturing and development of an updated IMC-1 formulation
for a proposed pharmacokinetic/food effect study and the manufacturing and development of an IMC-2
formulation for a proposed Phase 2b study in LC.

As we initiate our proposed Phase 2 program in LC and when and if we initiate our Phase 3 program in
FM, we expect our research and development expenses to increase. These expenditures are subject to
numerous uncertainties regarding timing and cost to completion. Completion of our clinical development and
clinical trials may take several years or more. Because of the numerous risks and uncertainties associated
with product development, we cannot determine with certainty the duration and completion costs of the
current or future studies and clinical trials or if, when, or to what extent we will generate revenues from the
commercialization and sale of our product candidates. We may never succeed in achieving regulatory
approval for our product candidates. The duration, costs and timing of clinical trials and development of our
product candidates will depend on a variety of factors, including:

e successful enroliment in, and completion of, clinical trials;

e successful completion of Investigational New Drug-enabling activities;

e receipt of marketing approvals from applicable regulatory authorities;

e making arrangements with third-party manufacturers or establishing our own commercial
manufacturing capabilities;

e obtaining and maintaining patent and trade secret protection and non-patent exclusivity;

e launching commercial sales of IMC-1 or IMC-2, if approved, whether alone or in collaboration with
others;

e acceptance of IMC-1 or IMC-2, if approved, by patients, the medical community and third-party
payors;

o effectively competing with other therapies and treatment options;
e a continued acceptable safety profile following approval;

e enforcing and defending intellectual property and proprietary rights and claims; and
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e achieving desirable medicinal properties for the intended indications.

A change in the outcome of any of these factors could mean a significant change in the costs and timing
associated with the development of our current and future product candidates. For example, if the FDA or
another regulatory authority were to require us to conduct clinical trials beyond those that we currently
anticipate will be required for the completion of clinical development, or if we experience significant delays in
execution of or 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. We expect our research and
development expenses to increase for the foreseeable future as we continue the development of our product
candidates.

General and Administrative Expenses

General and administrative expenses consist primarily of salaries, benefits and other related personnel
costs, including equity and stock-based compensation, for personnel serving in our executive, finance and
administrative functions. General and administrative expenses also include public company costs, directors’
and officers’ insurance, professional fees for legal, including patent related expenses, consulting, auditing and
tax services.

We anticipate that our general and administrative expenses will increase in the future to support
continued research and development activities and potential commercialization of our product candidates and
increased costs of operating as a public company. These increases will likely include increased costs related
to the hiring of additional personnel and fees to outside consultants, lawyers and accountants, among other
expenses.

Other Income
Other income consists of interest income earned on cash in a money market account.
Related Parties

The Company uses Gendreau Consulting, LLC (“Gendreau”), a consulting firm, for drug development,
clinical trial design, and planning, implementation and execution of contracted activities with CROs.
Gendreau’s managing member became the Company’s Chief Medical Officer (“CMQ”) effective January 1,
2021. The Company has and may continue to contract the services of the CMQO’s spouse through Gendreau
to perform certain activities in connection with the Company’s clinical programs.

For a full discussion of related party transactions see Note 7 to the Financial Statements included in this
Annual Report on Form 10-K.

Income Taxes

As of December 31, 2023, the Company has U.S. federal net operating loss carryforwards of
approximately $26,496,000, which have an indefinite carryforward and Georgia and Florida state net
operating loss carryforwards of approximately $33,700,000 and $851,086, respectively, which have a twenty-
year carryforward and begin expiring in 2037. These net operating losses can be carried forward and applied
against future taxable income, if any. As the Company was incorporated in December 2020, all tax years of
the Company remain open to examination by tax authorities.

The Company has recorded a full valuation allowance against its net deferred tax assets as of
December 31, 2023 and 2022 because the Company has determined that it is more likely than not that these
assets will not be fully realized due to historic net operating losses incurred. The ultimate realization of the
deferred tax assets is dependent upon the generation of future taxable income during the periods in which
these temporary differences become deductible.
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Critical Accounting Policies and Use of Estimates

Our management’s discussion and analysis of our financial condition and results of operations is based
on our financial statements, which we have prepared in accordance with U.S. generally accepted accounting
principles. We believe that several accounting policies are important to understanding our historical and future
performance. We refer to these policies as critical because these specific areas generally require us to make
judgments and estimates about matters that are uncertain at the time we make the estimate, and different
estimates — which also would have been reasonable — could have been used. On an ongoing basis, we
evaluate our estimates and judgments, including those described in greater detail below. We base our
estimates on historical experience and other market-specific or other relevant assumptions that we believe to
be 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.

While our significant accounting policies are described in more detail in the notes to our financial
statements appearing elsewhere in this Annual Report on Form 10-K, we believe the following accounting
policies to be most critical to the judgments and estimates used in the preparation of our financial statements.

Research and Development

Research and development costs are expensed as incurred. The Company arranges and contracts with
third-party contract research organizations (“CROs”), contract development and manufacturing organizations
(“CMOs”), contractor laboratories and independent consultants. As part of the process of preparing its
financial statements, the Company may be required to estimate some of its expenses resulting from its
obligations under these arrangements and contracts. The financial terms of these contracts are subject to
negotiations which vary from contract to contract and may result in payment flows that do not match the
periods over which materials or services are provided. The Company’s objective is to reflect the appropriate
expenses in its financial statements by matching those expenses with the period in which services are
rendered. The Company determines any accrual estimates based on account discussions with applicable
personnel and outside service providers as to the progress or state of completion. The Company makes
estimates of its accrued expenses as of each balance sheet date based on the facts and circumstances
known at that time. The Company’s estimates are dependent upon the timely and accurate reporting of
CROs, CMOs and other third-party vendors. At the end of each reporting period, the Company compares the
payments made to each service provider to the estimated progress towards completion of the related project.
Factors that the Company considers in preparing these estimates include the number of patients enrolled in
studies, milestones achieved, and other criteria related to the efforts of its vendors. These estimates will be
subject to change as additional information becomes available. Depending on the timing of payments to
vendors and estimated services provided, the Company will record prepaid or accrued expenses related to
these costs.

Equity and Share-Based Compensation

The Company recognizes compensation expense relating to equity-based payments based on the fair
value of the equity or liability instrument issued. For equity-based instruments, the expense is based upon the
grant date fair value and recognized over the service period. For awards with a performance condition,
compensation expense is recognized over the requisite service period if it is probable that the performance
condition will be satisfied. Expense is recognized within both research and development and general and
administrative expenses and forfeitures are recognized as they are incurred. For awards to non-employees,
the Company recognizes compensation expense in the same manner as if the Company had paid cash for
the goods or services. The Company estimates the fair value of options and warrants granted using an
options pricing model.
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Results of Operations

Operating expenses and other (expense) income were comprised of the following:

Year Ended
December 31,
2023 2022
Operating expenses:
Research and development $ 1,728,078 $ 8,069,628
General and administrative 3,718,841 4,245,681
Total operating expenses $ 5,446,919 $ 12,315,309
Other income:
Interest income 150,904 67,475
Total other income 150,904 67,475
Loss before income taxes $ (5,296,015) $ (12,247,834)

Years Ended December 31, 2023 and 2022
Research and Development Expenses

Research and development expenses decreased by $6.4 million to $1.7 million for the year ended
December 31, 2023 from $8.1 million for the year ended December 31, 2022. The decrease was primarily
due to decreases in expenses for clinical trials of $5.5 million, toxicology studies of $0.6 million, drug
development and manufacturing costs of $0.1 million and salaries and related personnel costs of $0.3 million
partially offset by an increase in regulatory consulting of $0.1 million.

General and Administrative Expenses

General and administrative expenses decreased by $0.5 million to $3.7 million for the year ended
December 31, 2023 from $4.2 million for the year ended December 31, 2022. This decrease was primarily
due to a decrease in costs associated with being a public company of $0.5 million.

Other Income

Other income increased by $0.1 million to $0.2 million in income for the year ended December 31, 2023
from $0.1 million for the year ended December 31, 2022. The increase in other income was due to an
increase in interest income of $0.1 million as a result of higher interest rates paid on our money market
account in 2023 versus 2022.

Liquidity and Capital Resources

Since our inception, we have financed our operations through public offerings of common stock and
proceeds from private placements of membership interests and convertible promissory notes. To date, we
have not generated any revenue from the sale of products and we do not anticipate generating any revenue
from the sales of products for the foreseeable future. We have incurred losses and generated negative cash
flows from operations since inception. As of December 31, 2023, our principal source of liquidity was our
cash, which totaled $3.3 million.

Equity Financings

In July 2023, we entered into a Capital on Demand™ Sales Agreement (the “Sales Agreement”) with
JonesTrading Institutional Services LLC (“JonesTrading”) under which we could issue and sale shares of our
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common stock, from time to time, through JonesTrading, acting as sales agent or principal, up to an
aggregate offering price of up to $6,700,000 in which is commonly referred to as an “at-the-market” (“ATM”)
program. During the three months ended September 30, 2023, we sold 641,873 shares of our common stock
under the ATM program at a weighted-average gross sales price of approximately $2.11 per share and raised
$1,355,090 of gross proceeds. The total commissions and related legal and accounting fees were
approximately $198,650, and we received net proceeds of approximately $1,156,440. In August 2023, we
terminated the Sales Agreement. As of December 31, 2023, there was no ATM program in place.

On September 22, 2022, we closed an underwritten public offering raising gross proceeds of $5.0 million
and net proceeds of approximately $4.5 million, after deducting underwriting discounts, commissions and
offering expenses.

Debt Financings

There were no debt financings during the years ended December 31, 2023 and 2022. There was no debt
outstanding at December 31, 2023 and 2022.

Future Capital Requirements

We estimate our current cash of $3.3 million at December 31, 2023 is not sufficient to fund operating
expenses and capital requirements for at least the next 12 months. The Company will need to raise additional
capital within the next six to eight months to remain a going concern and to further advance clinical development
and to commercially develop its product candidates. Currently, the planned research and development activities
for the next year include a potential submission of an investigational new drug (“IND”) application to formally
access IMC-2 as a treatment for the symptoms associated with Long-COVID; purchase of API; continued
prototype development of IMC-2 to be used for the Phase 2 Long-COVID study; continued salaries and benefits;
and ongoing provision of the grant to the BHC to execute their double-blinded, placebo controlled investigator-
sponsored study of Long-COVID with the combination of Val/Cel which is expected to read out in mid-2024.

We expect to raise additional capital to complete clinical development of and to commercially develop our
product candidates. We will need to finance our cash needs through public or private equity offerings, debt
financings, collaboration and licensing arrangements or other financing alternatives. To the extent that we
raise additional funds by issuing equity securities, our shareholders will experience dilution. We can give no
assurances that we will be able to secure such additional sources of funds to support our operations, or, if
such funds are available to us, that such additional financing will be sufficient to meet our needs. As a result,
substantial doubt exists regarding our ability to continue as a going concern 12 months from the filing of this
Annual Report on Form 10-K. Failure to secure the necessary financing in a timely manner and on favorable
terms could have a material adverse effect on the Company’s strategy and value and could require the delay
of product development and clinical trial plans.

Cash Flows

The following table summarizes our cash flows from operating, investing and financing activities.

Years Ended
December 31,

2023 2022
Statement of Cash Flows Data:
Net cash (used in) provided by:
Operating activities $ (4,870,489) $ (11,467,797)
Financing activities 1,156,443 4,490,605
Decrease in cash $(3,714,046) $ (6,977,192)
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Years ended December 31, 2023 and 2022
Operating Activities

For the year ended December 31, 2023, net cash used in operations was $4.9 million and consisted of a
net loss of $5.3 million and a net change in operating assets and liabilities of $0.2 million attributable to a
decrease in accounts payable of $0.5 million and a decrease in accrued expenses of $0.2 million offset by a
decrease in prepaid expenses of $0.5 million and non-cash items of $0.6 million attributable to share-based
compensation.

For the year ended December 31, 2022, net cash used in operations was $11.5 million and consisted of a
net loss of $12.3 million offset by a net change in operating assets and liabilities of $0.2 million attributable to
a decrease in prepaid expenses of $0.4 million and an increase in accounts payable of $0.2 million offset by a
decrease in accrued expenses of $0.4 million and non-cash items of $0.6 million attributable to share-based
compensation.

Financing Activities

Net cash provided by financing activities during the year ended December 31, 2023 was $1.2 million and
was attributable to proceeds from the issuance and sale of common stock under the ATM program, net of
commissions and other related expenses. In addition, there were 478,625 warrants cashless exercised. As a
result, 192,951 shares of common stock were surrendered at fair value to satisfy the exercise price and
285,674 shares of common stock were issued.

Net cash provided by financing activities during the year ended December 31, 2022 was $4.5 million and
was attributable to cash proceeds from our public offering in September 2022, net of costs.

Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangements or relationships with unconsolidated entities or
financial partnerships, such as entities often referred to as structured finance or special purpose entities.

Recent Accounting Pronouncements

See Note 2 — Summary of Significant Accounting Policies in the accompanying notes to the financial
statements elsewhere in this report for details of recently issued accounting pronouncements and their
expected impact on our financial statements.

JOBS Act

On April 5, 2012, the Jumpstart Our Business Startups Act of 2012 (“JOBS Act”), was signed into law.
The JOBS Act contains provisions that, among other things, reduce certain reporting requirements for an
“emerging growth company.” As an “emerging growth company,” we are electing to take advantage of the
extended transition period afforded by the JOBS Act for the implementation of new or revised accounting
standards.

Subject to certain conditions set forth in the JOBS Act, as an “emerging growth company,” we are not
required to, among other things, (i) provide an auditor’s attestation report on our system of internal controls
over financial reporting pursuant to Section 404, (ii) provide all of the compensation disclosure that may be
required of non-emerging growth public companies under the Dodd-Frank Wall Street Reform and Consumer
Protection Act, (iii) comply with any requirement that may be adopted by the Public Company Accounting
Oversight Board regarding mandatory audit firm rotation or a supplement to the auditor’s report providing
additional information about the audit and the financial statements (auditor discussion and analysis), and
(iv) disclose certain executive compensation-related items such as the correlation between executive
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compensation and performance and comparisons of the chief executive officer's compensation to median
employee compensation. These exemptions will apply until the fifth anniversary of the completion of our initial
public offering or until we no longer meet the requirements for being an “emerging growth company,”
whichever occurs first.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

This item is not required.
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Report of Independent Registered Public Accounting Firm

Shareholders and the Board of Directors
Virios Therapeutics, Inc.

Opinion on the Financial Statements

We have audited the accompanying balance sheets of Virios Therapeutics, Inc. (the "Company") as of
December 31, 2023 and 2022, the related statements of operations, stockholders’ equity, and cash
flows for each of the years in the two-year period ended December 31, 2023, and the related notes
(collectively referred to as the "financial statements"). In our opinion, the financial statements present
fairly, in all material respects, the financial position of the Company as of December 31, 2023 and 2022,
and the results of its operations and its cash flows for each of the years in the two-year period ended
December 31, 2023, in conformity with accounting principles generally accepted in the United States
of America.

Substantial Doubt about the Company’s Ability to Continue as a Going Concern

The accompanying financial statements have been prepared assuming that the Company will continue
as a going concern. As discussed in Note 1 to the financial statements, the Company has incurred an
accumulated deficit since inception, has not generated revenue from operations and does not expect
to experience positive cash flows from operating activities in the near term. These conditions, along
with other matters as set forth in Note 1, raise substantial doubt about the Company’s ability to continue
as a going concern. Management’s plans in regard to these matters are also described in Note 1. The
financial statements do not include any adjustments that might result from the outcome of this
uncertainty.

Basis for Opinion

These financial statements are the responsibility of the Company’s management. Our responsibility is
to express an opinion on the Company’s financial statements based on our audits.

We are a public accounting firm registered with the Public Company Accounting Oversight Board
(United States) (“PCAOB”) and are required to be independent with respect to the Company in
accordance with the U.S. federal securities laws and the applicable rules and regulations of the
Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement, whether due to error or fraud. The Company is not
required to have, nor were we engaged to perform, an audit of its internal control over financial
reporting. As part of our audits, we are required to obtain an understanding of internal control over
financial reporting but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control over financial reporting. Accordingly, we express no such opinion.

Our audits included performing procedures to assess the risks of material misstatement of the financial
statements, whether due to error or fraud, and performing procedures that respond to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures in the
financial statements. Our audits also included evaluating the accounting principles used and significant
estimates made by management, as well as evaluating the overall presentation of the financial
statements. We believe that our audits provide a reasonable basis for our opinion.

Is| FORVIS, LLP
We have served as the Company's auditor since 2020.

Atlanta, Georgia
March 1, 2024
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VIRIOS THERAPEUTICS, INC.

BALANCE SHEETS
2023 2022
Assets
Current assets:
Cash $ 3,316,946 $ 7,030,992
Prepaid expenses and other current assets 848,496 1,338,764
Total current assets 4,165,442 8,369,756
Total assets $ 4165442 $ 8,369,756
Liabilities and stockholders' equity
Current liabilities:
Accounts payable $ 111,913 $ 573,164
Accrued expenses 246,635 470,098
Total current liabilities 358,548 1,043,262
Total liabilities 358,548 1,043,262

Commitments and contingencies (Note 8)

Stockholders' equity:

Common stock, $0.0001 par value; 43,000,000 shares authorized;

19,450,888 and 19,257,937 shares issued and outstanding at December

31, 2023, respectively; and 18,330,390 shares issued and outstanding at

December 31, 2022 1,926 1,833
Preferred stock, $0.0001 par value; 2,000,000 shares authorized, no shares

issued and outstanding at December 31, 2023 and 2022 — —
Additional paid-in capital 65,573,300 63,497,868

Accumulated deficit (61,469,222) (56,173,207)
4,106,004 7,326,494

Less: Treasury stock, 192,951 shares of common stock at cost (299,110) —
Total stockholders' equity 3,806,894 7,326,494
Total liabilities and stockholders' equity $ 4165442 $ 8,369,756

See accompanying notes to the financial statements.
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Revenue

Operating expenses:
Research and development

VIRIOS THERAPEUTICS, INC.
STATEMENTS OF OPERATIONS

General and administrative expenses

Total operating expenses
Loss from operations
Other income:
Interest income

Total other income

Loss before income taxes
Income tax provision

Net loss

Basic and diluted net loss per share

Weighted average number of shares outstanding — basic and diluted

Year Ended
December 31, December 31,
2023 2022
$ — 3 —
1,728,078 8,069,628
3,718,841 4,245,681
5,446,919 12,315,309
(5,446,919)  (12,315,309)
150,904 67,475
150,904 67,475
(5,296,015)  (12,247,834)

$ (5,296,015) $ (12,247,834)

$ (0.28) $ (1.11)

18,776,790

11,070,116

See accompanying notes to the financial statements.
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VIRIOS THERAPEUTICS, INC.
STATEMENTS OF STOCKHOLDERS’ EQUITY

Total
Common Stock Additional Accumulated Treasury Stockholders'
Shares Par Paid-In Capital Deficit Stock Equity

Balance, December 31, 2021 8,330,390 $ 833 $ 58,425,604 $(43,925,373) $ — $ 14,501,064

Issuance of common shares in public

offering, net of costs 10,000,000 1,000 4,489,605 — — 4,490,605

Share-based compensation expense — — 582,659 — — 582,659

Net loss — — — (12,247,834) — (12,247,834)
Balance, December 31, 2022 18,330,390 $ 1,833 $ 63,497,868 $(56,173,207) $ — $ 7,326,494

Issuance of common shares under Sales

Agreement, net of costs 641,873 64 1,156,379 — — 1,156,443

Exercise of warrants 478,625 48 299,081 — — 299,129

Shares surrendered in cashless warrant

exercises (192,951) (19) — — (299,110) (299,129)

Share-based compensation expense — — 619,972 — — 619,972

Net loss — — — (5,296,015) — (5,296,015)
Balance, December 31, 2023 19,257,937 $ 1,926 $ 65,573,300 $ (61,469,222) $(299,110) $ 3,806,894

See accompanying notes to the financial statements.
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VIRIOS THERAPEUTICS, INC.
STATEMENTS OF CASH FLOWS

Cash flows from operating activities
Net loss
Adjustments to reconcile net loss to net cash used in operating activities:
Share-based compensation expense
Changes in operating assets and liabilities:
Decrease in prepaid expenses and other current assets
(Decrease) increase in accounts payable
Decrease in accrued expenses
Net cash used in operating activities
Cash flows from financing activities
Proceeds from public offering of common stock, net of offering costs
Proceeds from issuance of shares on ATM, net of fees
Net cash provided by financing activities
Net decrease in cash
Cash, beginning of period
Cash, end of period

Non-cash financing transactions:
Reduction in equity for shares surrendered in cashless warrant exercises

Year Ended
December 31,

2023

2022

$ (5,296,015) $ (12,247,834)

619,972 582,659
490,268 429,739
(461,251) 219,301
(223,463) (451,662)
(4,870,489)  (11,467,797)
— 4,490,605
1,156,443 —
1,156,443 4,490,605
(3,714,046)  (6,977,192)
7,030,992 14,008,184

$ 3,316,946 $ 7,030,992

$ 299,129 §

See accompanying notes to the financial statements.
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VIRIOS THERAPEUTICS, INC.
NOTES TO FINANCIAL STATEMENTS

1. Background and Organization

Virios Therapeutics, Inc. (the “Company”) was incorporated under the laws of the State of Delaware on
December 16, 2020 through a corporate conversion (the “Corporate Conversion”) just prior to the Company’s
initial public offering (“IPO”). The Company was originally formed on February 28, 2012 as a limited liability
company (“LLC”) under the laws of the State of Alabama as Innovative Med Concepts, LLC. On July 23,
2020, the Company changed its name from Innovative Med Concepts, LLC to Virios Therapeutics, LLC.

The Company operates in one segment as a pre-revenue, development-stage biotechnology company
focused on advancing novel antiviral therapies to treat diseases associated with a viral triggered abnormal
immune response, such as fibromyalgia (“FM”) and Long-COVID (“LC”). Overactive immune response related
to activation of tissue resident herpesvirus has been postulated to be a potential root cause of chronic
illnesses such as FM, irritable bowel diseases, LC, chronic fatigue syndrome and other functional somatic
syndromes, all of which are characterized by a waxing and waning manifestation of disease, often triggered
by events which compromise the immune system. While not completely understood, there is general
agreement in the medical community that activation of the herpesvirus is triggered by some form of
environmental and/or health stressor. Our lead product candidates, IMC-1 and IMC-2, are novel, proprietary,
fixed dose combinations of anti-herpes antivirals and celecoxib. IMC-1 is a novel combination of famciclovir
and celecoxib intended to synergistically suppress herpesvirus activation and replication, with the end goal of
reducing viral mediated disease burden. IMC-2 is a combination of valacyclovir and celecoxib that, like IMC-1,
is intended to synergistically suppress herpesvirus activation and replication with a more specific activity
against the Epstein-Barr virus (herpesvirus HHV-4). Both of these drug components are approved as
independent treatments by the U.S. Food and Drug Administration (“FDA”) for other indications. IMC-1 and
IMC-2 combine two specific mechanisms of action purposely designed to inhibit herpesvirus activation and
replication, thereby keeping the herpesvirus in a latent (dormant) state or “down-regulating” the herpesvirus
from a lytic (active) state back to latency. The famciclovir component of IMC-1 and the valacyclovir
component of IMC-2 inhibit viral DNA replication. The celecoxib component of IMC-1 and IMC-2 inhibits
cyclooxegenase-2 (COX-2) and to a lesser degree cyclooxegenase-1 (COX-1) enzymes, which are used by
the herpesvirus to amplify or accelerate its own replication. These synergistic antiviral treatments represent
first-in-class medicines intended specifically to inhibit both herpesvirus activation and subsequent replication,
with the goal of keeping tissue resident herpesvirus in a latent state.

Public Offering

On September 19, 2022, the Company entered into an underwriting agreement with ThinkEquity LLC (the
“Underwriter”) in connection with the issuance and sale by the Company in a public offering of 10,000,000
shares of its common stock at a public offering price of $0.50 per share (the “Offering”), pursuant to an
effective shelf registration statement on Form S-3 (File No. 333-263700). The Offering closed on September
22, 2022 and the gross proceeds from the Offering were $5,000,000. The net proceeds of the Offering were
approximately $4,490,605 after deducting underwriting discounts, commissions and offering expenses
payable by the Company. In conjunction with the Offering, the Company granted to the Underwriter 500,000
warrants to purchase shares of the Company’s common stock at an exercise price of $0.625 per share, which
was 125% of the Offering price.

At-the-market Offering

On July 14, 2023, the Company entered into a Capital on Demand™ Sales Agreement (the “Sales
Agreement”) with JonesTrading Institutional Services LLC (“JonesTrading”) relating to shares of common
stock, par value $0.0001 per share. In accordance with the terms of the Sales Agreement, the Company
could offer and sell shares of common stock having an aggregate offering price of up to $6,700,000 from time
to time through JonesTrading, acting as sales agent or principal, in which is commonly referred to as an “at-

89



the-market” (“ATM”) program. On August 14, 2023, the Company announced a halt to sales under the Sales
Agreement and on September 18, 2023, the Company announced the termination of the Sales Agreement
with JonesTrading effective September 28, 2023. During the three months ended September 30, 2023, the
Company sold 641,873 shares of common stock under the ATM program at a weighted-average gross sales
price of approximately $2.11 per share and raised $1,355,090 of gross proceeds. The total commissions and
related legal and accounting fees were approximately $198,650, and the Company received net proceeds of
approximately $1,156,440.

Going Concern

Since its founding, the Company has been engaged in research and development activities, as well as
organizational activities, including raising capital. The Company has not generated any revenues to date. As
such, the Company is subject to all of the risks associated with any development-stage biotechnology company
that has substantial expenditures for research and development. Since inception, the Company has incurred
losses and negative cash flows from operating activities. The Company has funded its losses primarily through
issuance of members’ interests, convertible debt instruments and issuances of equity securities. For the years
ended December 31, 2023 and 2022, the Company incurred net losses of $5,296,015 and $12,247,834,
respectively, and had net cash outflows used in operating activities of $4,870,489 and $11,467,797,
respectively. As of December 31, 2023, the Company had an accumulated deficit of $61,469,222 and is
expected to incur losses in the future as it continues its development activities.

In September 2022, the Company announced the top line results from its FORTRESS study in FM. Overall,
the FORTRESS study did not achieve statistical significance on the prespecified primary efficacy endpoint of
change from baseline to Week 14 in the weekly average of daily self-reported average pain severity scores
comparing IMC-1 to placebo (p=0.302). However, based on post-hoc analysis of the FORTRESS data, “new”
FM research patients who have not participated in prior FM clinical trials demonstrated statistically significant
improvement on the primary endpoint of reduction in FM related pain versus placebo, irrespective of when they
enrolled in the study. The Company believes focusing the forward development of IMC-1 on these “new”
patients represents a viable and manageable path forward. The Company met with the Anesthesiology,
Addiction Medicine and Pain Medicine division of the FDA in March 2023. In April 2023, the Company received
initial feedback that the FDA is amenable to its proposed Phase 3 program, pending review of its final chronic
toxicology program. In August 2023, the FDA informed the Company that its chronic toxicology program studies
appear adequate to support the safety of IMC-1 at the dose proposed by the Company for chronic use. The
Company is currently exploring partnership opportunities as the primary means by which to advance IMC-1 into
Phase 3 development.

In July 2023, the Company received positive data from an exploratory, open-label, proof of concept study
in Long-COVID funded by an unrestricted grant provided to the Bateman Horne Center (“BHC”). BHC enrolled
female patients diagnosed with Long-COVID iliness, otherwise known as Post-Acute Sequelae of COVID-19
infection (“PASC”). Patients treated with a combination of valacyclovir and celecoxib (“Val/Cel”) exhibited
clinically and statistically significant improvements in fatigue, pain, and symptoms of autonomic dysfunction as
well as ratings of general well-being related to Long-COVID when treated open-label for 14 weeks, as compared
to a control cohort of female Long-COVID patients matched by age and length of iliness and treated with routine
care. The statistically significant improvements in PASC symptoms and general health status were particularly
encouraging given that the mean duration of Long-COVID illness was two years for both the treated and control
cohort prior to enrollment in this study. In December 2023, the Company received formal feedback from the
FDA on the requirements for advancing IMC-2 as a treatment for the fatigue, orthostatic intolerance and other
symptoms associated with Long-COVID iliness.

As of the issuance date of these financial statements, cash is not sufficient to fund operating expenses and
capital requirements for at least the next 12 months. The Company will need to raise additional capital within
the next six to eight months to further advance clinical development and to commercially develop its product
candidates. Accordingly, there is substantial doubt about the Company’s ability to continue as a going concern
within one year after the issuance date of these financial statements.
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Currently, the planned research and development activities for the next year include a potential submission
of an investigational new drug (“IND”) application to formally access IMC-2 as a treatment for the symptoms
associated with Long-COVID; purchase of API; continued prototype development of IMC-2 to be used for the
Phase 2 Long-COVID study; continued salaries and benefits; and ongoing provision of the grant to the BHC to
execute their double-blinded, placebo controlled investigator-sponsored study of Long-COVID with the
combination of Val/Cel which is expected to read out in mid-2024.

The Company expects to raise additional capital to complete clinical development of and to commercially
develop its product candidates. The Company will need to finance its cash needs through public or private
equity offerings, debt financings, collaboration and licensing arrangements or other financing alternatives.
There is no assurance that such financings will be available when needed or on acceptable terms. The
financial statements have been prepared on a going concern basis and do not include any adjustments to the
amounts recognized or classifications of assets and liabilities should the Company be unable to continue as a
going concern.

2. Summary of Significant Accounting Policies
Basis of Presentation

The accompanying financial statements have been prepared in conformity with U.S. generally accepted
accounting principles (“U.S. GAAP”). Any reference in these notes to applicable guidance is meant to refer to
U.S. GAAP as found in the Accounting Standards Codification (“ASC”) and Accounting Standards Update
(“ASU”) of the Financial Accounting Standards Board (“FASB”).

Use of Estimates

The preparation of these financial statements and accompanying notes in conformity with U.S. GAAP
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities at the date of the financial statements and the reported amounts of expenses during the reporting
period. The Company's significant estimates and assumptions include estimated work performed but not yet
billed by contract manufacturers, engineers and research organizations, the valuation of equity and stock-
based related instruments, and the valuation allowance related to deferred taxes. Some of these judgments
can be subjective and complex, and, consequently, actual results could differ from those estimates. Although
the Company believes that its estimates and assumptions are reasonable, they are based upon information
available at the time the estimates and assumptions were made. Actual results could differ from those
estimates.

Concentrations of Credit Risk

Cash is potentially subject to concentrations of credit risk. The Company believes it is not exposed to
significant credit risk due to the financial strength of the depository institutions in which the cash is held.

Fair Value Measurements

ASC Topic 820, Fair Value Measurement, provides guidance on the development and disclosure of fair
value measurements. Under this accounting guidance, fair value is defined as an exit price, representing the
amount that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. As such, fair value is a market-based measurement that should
be determined based on assumptions that market participants would use in pricing an asset or a liability.

The accounting guidance classifies fair value measurements in one of the following three categories for
disclosure purposes:

e Level 1 — Quoted prices in active markets for identical assets or liabilities.

91



e Level 2 — Inputs other than Level 1 prices for similar assets or liabilities that are directly or indirectly
observable in the marketplace.

e Level 3 — Unobservable inputs which are supported by little or no market activity and values
determined using pricing models, discounted cash flow methodologies, or similar techniques, as well
as instruments for which the determination of fair value requires significant judgment or estimation.

The carrying amount of the Company’s financial instruments, including cash, accounts payable and
accrued expenses approximate their fair values.

Cash

Cash is maintained in bank deposit accounts, which exceed the federally insured limits of $250,000. The
Company does not have any cash equivalents.

Income Taxes

The Company provides for income taxes using the asset and liability approach. Deferred tax assets and
liabilities are recorded based on the differences between the financial statement and tax bases of assets and
liabilities and the tax rates in effect when these differences are expected to reverse. Deferred tax assets are
reduced by a valuation allowance if, based on the weight of available evidence, it is more likely than not that
some or all of the deferred tax assets will not be realized. The Company operated as an Alabama limited
liability company until its Corporate Conversion. Therefore, the Company passed through all income and
losses to its members until this point. As of December 31, 2023 and 2022, the Company had a full valuation
allowance against deferred tax assets.

The Company is subject to the provisions of ASC 740, Income Taxes. Under ASC 740, consideration is
given to the recognition and measurement of tax positions that meet a “more-likely-than-not” threshold. A tax
position is a position taken in a previously filed tax return or a position expected to be taken in a future that is
reflected in measuring current or deferred income tax assets and liabilities. Tax positions include the
Company’s status as a pass-through entity until December 16, 2020 and as a corporation thereafter. The
recognition and measurement of tax positions taken for various jurisdictions consider the amounts and
probabilities of outcomes that could be realized upon settlement using the facts, circumstances, and
information available at the reporting date. The Company has determined that it does not have any material
unrecognized tax benefits or obligations as of December 31, 2023 and 2022. The Company recognizes
interest and penalties related to uncertain tax positions, if any, in income tax expense. The Company is not
currently under examination by the Internal Revenue Service or by state tax authorities and the Company’s
tax year remains subject to examination by the tax authorities.

Basic and Diluted Net Income (Loss) per Share

Basic net loss per common share (“EPS”) is computed in accordance with U.S. GAAP. Basic EPS is
computed by dividing net loss by the weighted average number of common shares outstanding during the
period. Diluted EPS reflects potential dilution and is computed by dividing net loss by the weighted average
number of common shares outstanding during the period increased by the number of additional common
shares that would have been outstanding if all potential common shares had been issued and were dilutive.
However, potentially dilutive securities are excluded from the computation of diluted EPS to the extent that
their effect is anti-dilutive. For the years ended December 31, 2023 and 2022, the Company had 1,943,647
and 1,924,397 options, respectively, and 193,875 and 672,500 warrants, respectively, to purchase common
shares outstanding that were anti-dilutive.
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Research and Development

Research and development costs are expensed as incurred. The Company arranges and contracts with
third-party contract research organizations (“CROs”), contract development and manufacturing organizations
(“CMOs”), contractor laboratories and independent consultants. As part of the process of preparing its
financial statements, the Company may be required to estimate some of its expenses resulting from its
obligations under these arrangements and contracts. The financial terms of these contracts are subject to
negotiations which vary from contract to contract and may result in payment flows that do not match the
periods over which materials or services are provided. The Company’s objective is to reflect the appropriate
expenses in its financial statements by matching those expenses with the period in which services are
rendered. The Company determines any accrual estimates based on account discussions with applicable
personnel and outside service providers as to the progress or state of completion. The Company makes
estimates of its accrued expenses as of each balance sheet date based on the facts and circumstances
known at that time. The Company’s estimates are dependent upon the timely and accurate reporting of
CROs, CMOs and other third-party vendors. At the end of each reporting period, the Company compares the
payments made to each service provider to the estimated progress towards completion of the related project.
Factors that the Company considers in preparing these estimates include the number of patients enrolled in
studies, milestones achieved, and other criteria related to the efforts of its vendors. These estimates will be
subject to change as additional information becomes available. Depending on the timing of payments to
vendors and estimated services provided, the Company will record prepaid or accrued expenses related to
these costs.

Share-Based Compensation

The Company recognizes compensation expense relating to share-based awards to employees and
directors with a performance condition over the requisite service period if it is probable that the performance
condition will be satisfied. For awards to non-employees, the Company recognizes compensation expense in
the same manner as if the Company had paid cash for the goods or services. The Company estimates the
fair value of options and warrants granted using an options pricing model, see Note 9. Expense is recognized
within both research and development and general and administrative expenses and forfeitures are
recognized as they are incurred.

Emerging Growth Company Status

The Company is an emerging growth company, as defined in the Jumpstart Our Business Startups Act of
2012, or the JOBS Act. Under the JOBS Act, emerging growth companies can delay adopting new or revised
accounting standards issued subsequent to the enactment of the JOBS Act until such time as those
standards apply to private companies. The Company has elected to use this extended transition period for
complying with new or revised accounting standards that have different effective dates for public and private
companies until the earlier of the date that is (i) no longer an emerging growth company or (ii) affirmatively
and irrevocably opt out of the extended transition period provided by the JOBS Act. As a result, these
financial statements may not be comparable to companies that comply with the new or revised accounting
pronouncements as of public company effective dates.

Recent Accounting Pronouncements

In August 2020, the FASB issued ASU 2020-06, Debt - Debt with Conversion and Other Options
(Subtopic 470-20) and Derivatives and Hedging - Contracts in Entity’s Own Equity (Subtopic 815-40). ASU
2020-06 eliminates the beneficial conversion and cash conversion accounting models for convertible
instruments. It also amends the accounting for certain contracts in an entity’s own equity that are currently
accounted for as derivatives because of specific settlement provisions. The new guidance also modifies how
particular convertible instruments and certain contracts that may be settled in cash or shares impact the
diluted EPS computation. ASU 2020-06 is effective for fiscal years beginning after December 15, 2023,
including interim periods within those annual periods. Early adoption is permitted. ASU 2020-06 allows
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companies to adopt the guidance through either a modified retrospective method of transition or a fully
retrospective method of transition. The Company is continuing to evaluate the impacts that ASU 2020-06 will
have on its financial statements.

Subsequent Event

On February 26, 2024, the Board approved the implementation, effective March 1, 2024, of a reduction in
the annual salary for each of the Company's employees (the “Employee Salary Reduction”) and a reduction in
the quarterly director fees and annual committee fees (the “Director Fee Reduction”) for each of the
Company's non-executive directors. Simultaneously with the Employee Salary Reduction and the Director
Fee Reduction, the Board granted stock options to employees and directors to purchase 353,106 and 22,669,
respectively, of common stock under the Company’s Amended and Restated 2020 Equity Incentive Plan. The
option grants will vest in full on the first anniversary of the grant date at an exercise price equal to the closing
price of the Company’s common stock on the Nasdaq Capital Market on the grant date.

3. Prepaid Expenses and Other Current Assets
Prepaid expenses and other current assets consist of the following:

December 31, December 31,

2023 2022
Prepaid insurance $ 702,352 $ 1,165,634
Prepaid clinical research costs 133,819 154,510
Prepaid services 8,766 11,329
Other miscellaneous current assets 3,559 7,291

$ 848,496 $ 1,338,764

4. License Agreement

The Company entered into a Know-How License Agreement (the “Agreement”) with the University of
Alabama (“UA”) in 2012. In consideration for the Agreement, UA received a 10% non-voting membership
interest in the Company. Upon the adoption of the May 1, 2020 Second Amended and Restated Operating
Agreement, the non-voting membership interest converted to a voting membership interest. Upon the
Corporate Conversion, voting membership interest was converted into shares of common stock. The
Agreement is in effect for 25 years and will terminate on June 1, 2037.

5. Accrued Expenses
Accrued expenses consist of the following:

December 31, December 31,

2023 2022
Accrued interest on preferred members’ interests $ 188,085 $ 188,085
Accrued director fees 31,000 31,000
Accrued professional fees 27,550 11,600
Accrued compensation — 159,704
Accrued clinical research costs — 78,349
Other miscellaneous accrued expenses — 1,360

$ 246,635 §$ 470,098
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6. Stockholders’ Equity

The Company’s certificate of incorporation adopted on December 16, 2020, authorizes the issuance of
two classes of stock to be designated, respectively, “Common Stock” and “Preferred Stock”. The total number
of shares which the Company is authorized to issue is 45,000,000, each with a par value of $0.0001 per
share. Of these shares, 43,000,000 shall be Common Stock and 2,000,000 shall be Preferred Stock.

Common Stock
Dividends

Subject to the rights of holders of all classes of Company stock outstanding having rights that are senior
to or equivalent to holders of the Common Stock are entitled to receive dividends when and as declared by
the Board.

Liquidation
Subject to the rights of holders of all classes of stock outstanding having rights that are senior to or

equivalent to the holders of Common Stock as to liquidation, upon liquidation, dissolution or winding up of the
Company, the assets of the Company will be distributed to the holders of the Common Stock.

Voting

The holders of the Common Stock are entitled to one vote for each share of Common Stock held. There
is no cumulative voting.

Preferred Stock
Preferred Stock may be issued from time to time by the Board in one or more series.
7. Related Parties

The Company uses Gendreau Consulting, LLC, a consulting firm (“Gendreau”), for drug development,
clinical trial design and planning, implementation and execution of contracted activities with the clinical
research organization. Gendreau’s managing member is the Company’s Chief Medical Officer (“CMO”). The
Company may continue to contract the services of the CMQO’s spouse through Gendreau to serve as the
Company’s Medical Director and to perform certain activities in connection with the Company’s ongoing
clinical development of its product candidates. During the years ended December 31, 2023 and 2022, the
Company paid Gendreau $103,624 and $356,088, respectively, and had accounts payable of $0 and $21,000
to Gendreau as of December 31, 2023 and 2022, respectively.

8. Commitments and Contingencies
Litigation
The Company is subject, from time to time, to claims by third parties under various legal disputes. The

defense of such claims, or any adverse outcome relating to any such claims, could have a material adverse
effect on the Company’s liquidity, financial condition and cash flows.
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Employment Agreement and Deferred Compensation Plan

The Company has employment agreements with its CEO, SVP of Operations, and SVP of Finance (the
“Executives”), as well as its CMO. Per the terms of the agreements, each Executive and the CMO are entitled
to receive a cash bonus with a target amount of no less than 50% for the CEO, 35% for the CMO and 20% for
the SVP of Operations and the SVP of Finance, of the then-current base salary. The bonuses are subject to
achievement of annual bonus metrics set by the Board. The employment agreements will continue in effect
until terminated by either party pursuant to its terms. Upon termination of the agreement by the Company for
any reason other than for cause, death or disability or by one of the Executives or CMO for good reason, the
Company shall pay to an Executive a “Severance Payment” equal to the aggregate of the Executive’s then-
current annual base salary plus an amount equal to a prorated portion of the Executive’s cash bonus for the
year in which the termination occurs. The Severance Payment to an Executive is payable in cash over a period
of one year. The Company shall pay to the CMO a Severance Payment equal to 25% of the then-current annual
base salary plus a prorated portion of the CMQO’s cash bonus for the year in which the termination occurs over
a period of three months and health benefits for a period of 12 months unless the CMO becomes eligible for
health benefits under another employer. If the termination of the agreement is related to a change of control,
the Company shall pay to the Executives and the CMO a “Change of Control Termination Payment” equal to
the aggregate of 1.0 times the then-current annual base salary plus an amount equal to 1.0 times the
Executives’ and CMO’s cash bonus for year in which the termination occurs. The Change of Control Termination
Payments are payable in a single cash lump sum no later than 45 days after the triggering event.

9. Share-Based Compensation
Equity Incentive Plan

On June 16, 2022, the stockholders of the Company approved the Amended and Restated 2020 Equity
Incentive Plan (the “Plan”) to increase the total number of shares of common stock reserved for issuance
under the Plan by 1,250,000 shares to 2,062,500 total shares issuable under the Plan. As of December 31,
2023 and 2022, 411,353 and 430,603 shares, respectively, were available for future grants.

The Plan provides for grants to employees, members of the Board, consultants and advisors to the
Company, in the form of stock awards, options, and other equity-based awards. The amount and terms of
grants are determined by the Board. Stock options have a maximum term of 10 years after date of grant and
are exercisable in cash or as otherwise determined by the Board. The maximum aggregate number of shares
subject to grant under the Plan to any individual, with the exception of any non-employee director, during any
calendar year is limited to 500,000 shares. With respect to any non-employee director, the maximum
aggregate number of shares subject to grant under the Plan to any individual during any calendar year is
limited to 200,000 shares.

The table below sets forth the outstanding options to purchase common shares under the Plan:

Weighted

Average
Weighted  Remaining
Average  Contractual

Number of Exercise Term
Shares Price (Years)
Outstanding at December 31, 2021 749,147 $ 9.03 9.09
Granted 912,500 1.42 —
Forfeited (29,750) 4.97 —
Outstanding at December 31, 2022 1,631,897 $ 4.85 9.04
Granted 31,500 1.85 —
Forfeited (12,250) 6.75 —
Outstanding at December 31, 2023 1,651,147 $ 4.78 8.08
Exercisable at December 31, 2023 1,060,155 $ 6.72 7.65
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As of December 31, 2023, the aggregate intrinsic value of options outstanding and exercisable was
$192,465 and $64,155, respectively. As of December 31, 2022, the aggregate intrinsic value of options
outstanding and exercisable was $0.

During the year ended December 31, 2023, the Company granted certain individuals options to purchase
31,500 shares of the Company’s common stock with an average exercise price of $1.85 per share,
contractual terms of 10 years and a vesting period of one year. The options had an aggregate grant date fair
value of $45,360 that was calculated using the Black-Scholes option-pricing model. Variables used in the
Black-Scholes option-pricing model included: (1) discount rate of 3.89% based on the daily par yield curve
rates for U.S. Treasury obligations, (2) expected life of 5.5 years based on the simplified method (vesting plus
contractual term divided by two), (3) expected volatility of 98.66% based on the average historical volatility of
comparable companies’ stock, (4) no expected dividends and (5) fair market value of the Company’s stock of
$1.85 per share.

During the year ended December 31, 2022, the Company granted certain individuals options to purchase
912,500 shares of the Company’s common stock with an average exercise price of $1.42 per share,
contractual terms of 10 years and vesting periods ranging from 100% vesting after one year to 33.333%
vesting after one year with the remaining 66.667% vesting in 24 monthly installments, thereafter. The options
had an aggregate grant date fair value of $980,075 as calculated using the Black-Scholes option-pricing
model. Variables used in the Black-Scholes option pricing model include: (1) discount rates ranging from
3.145% to 3.765% based on the daily yield curve rates for U.S. Treasury obligations, (2) expected lives
ranging from 5.5 years to 6.0 years based on the simplified method (vesting plus contractual term divided by
two), (3) expected volatility ranging from 90.62% to 93.66% based on the average historical volatility of
comparable companies' stock, (4) no expected dividends and (5) fair market value of the Company's stock
ranging from $0.2789 to $4.23 per share.

For the years ended December 31, 2023 and 2022, the Company recognized share-based compensation
expense related to stock options of $619,972 and $582,659, respectively. The unrecognized compensation
expense for stock options at December 31, 2023 and 2022 was $539,461 and $1,114,073, respectively.

Stock Options for Unregistered Securities

In addition to the stock options issued under the Plan, and in conjunction with the IPO, the Company
granted non-qualified stock options to purchase 292,500 shares of common stock as provided for in the
President’s employment agreement (the “President Options”). The President Options are exercisable within
10 years of the date of grant at $10.00 per share, were 100% vested at the grant date and have a remaining
contractual term of 6.96 years. As of December 31, 2023, there was no unrecognized compensation expense
related to these options as they were 100% vested upon issuance. The shares of common stock issuable
upon exercise of the President Options will be unregistered, and the option agreement does not include any
obligation on the part of the Company to register such shares of common stock. Consequently, the Company
has not recognized a contingent liability associated with registering the securities for the arrangement. As of
December 31, 2023, the aggregate intrinsic value of the President Options was $0.

Underwriters Warrants

In conjunction with the IPO, the Company granted the underwriters warrants to purchase 172,500 shares
of common stock at an exercise price of $12.50 per share. The warrants have a five-year contractual term
and became 100% exercisable on December 21, 2021.

In conjunction with the Offering in September 2022, the Company granted the Underwriter warrants to
purchase 500,000 shares of common stock at an exercise price of $0.625 per share (the “Representative
Warrants”). The Representative Warrants have a five-year contractual term and became 100% exercisable on
March 18, 2023. The Company accounted for the Representative Warrants as equity-based awards issued to
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a non-employee. The warrants had an aggregate grant date fair value of $178,462 that was calculated using
the Black-Scholes option-pricing model. Variables used in the Black-Scholes option pricing model include: (1)
discount rate of 3.69% based on the daily yield curve rates for U.S. Treasury obligations, (2) expected life of
5.0 years, (3) expected volatility of 96.46% based on the average historical volatility of comparable
companies' stock, (4) no expected dividends and (5) fair market value (Offering price) of the Company's stock
of $0.50 per share.

There was no net impact recognized by the Company in the accompanying financial statements as the
Representative Warrants were equity-based awards issued for services rendered by the Underwriter for the
Offering that was offset by the Company recognizing the fair value of the warrants as a direct and incremental
costs associated with the Offering by reducing paid-in capital for the same amount.

For the year ended December 31, 2023, there were 478,625 Representative Warrants exercised. As a
result, 192,951 shares of common stock were surrendered at fair value to satisfy the exercise price and
285,674 shares of common stock were issued. The surrendered shares are shown as treasury stock at a cost
of $299,110 in stockholders’ equity.

There is no unrecognized compensation expense for these awards as of December 31, 2023. The table
below sets forth the outstanding warrants to purchase common shares:

Weighted

Average
Weighted Remaining
Average Contractual

Number of Exercise Term
Shares Price (Years)
Outstanding at December 31, 2021 172,500 $ 12.50 3.96
Granted 500,000 0.63 —
Outstanding at December 31, 2022 672,500 $ 3.67 4.27
Granted — — —
Exercised (478,625) 0.63 —
Outstanding at December 31, 2023 193,875 $ 11.19 2.16
Exercisable at December 31, 2023 193,875 $ 11.19 2.16

As of December 31, 2023, the aggregate intrinsic value of the warrants outstanding was $0.
10. Income Taxes

As of December 31, 2023, the Company has U.S. federal net operating loss carryforwards of
approximately $26,496,000, which have an indefinite carryforward and Georgia and Florida state net
operating loss carryforwards of approximately $33,700,000 and $851,086, respectively, which have a twenty-
year carryforward and begin expiring in 2037.

A reconciliation of the U.S. federal income tax rate to the Company’s effective tax rate is as follows:

U.S. federal statutory income tax rate
Permanent differences

State taxes, net of federal benefit
Other adjustments

Change in valuation allowance
Effective Income Tax rate

Year Ended
December 31,
2023 2022

2100 %  21.00 %
2.01)%  (0.57)%
4.30 % 4.83 %
0.20 % 0.06 %

(23.49)%  (25.32)%

— % — %
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Deferred taxes are recognized for temporary differences between the basis of assets and liabilities for
financial statement and income tax purposes. The significant components of the Company’s deferred tax
assets are comprised of the following:

As of December 31,

2023 2022
Deferred tax assets:
Net operating loss carryforwards $ 7,132,019 $ 5,692,533
Capitalized research and development expenditures 1,524,035 1,873,211
Stock compensation 1,441,652 1,411,624
Investment in partnership 30,639 30,771
Amortization 14,049 15,223
Gross deferred tax assets 10,142,394 9,023,362
Valuation allowance (9,926,772) (8,682,497)
Net deferred tax assets 215,622 340,865
Deferred tax liabilities:
Prepaid expenses (215,622) (340,865)
Deferred tax liabilities (215,622) (340,865)
Net deferred taxes $ — $ —

For tax years beginning on or after January 1, 2022, the 2017 Tax Cuts and Jobs Act amended Section
174 of the code to eliminate current-year deductibility of research and development expenses and requires
taxpayers to capitalize and amortize them over five years for research activities performed in the United
States and fifteen years for research activities performed outside of the United States. For the 2023 and 2022
tax years, the Company has capitalized $1,728,078 and $8,099,702 of research and development expenses,
respectively. The initial capitalization in 2022 of research and development expenses resulted in an increase
in the deferred tax asset associated with capitalized research and development by $1,873,211.

As of December 31, 2023, the Company has not generated sufficient positive evidence for future
earnings to support a position that it will be able to realize its net deferred tax asset. The Company has
significant negative evidence to overcome in the form of cumulative pre-tax losses from continuing operations
since its formation, as well as projected losses for the current year. Therefore, it will continue to maintain a full
valuation allowance on its U.S. federal and state net deferred tax asset. The change in the valuation
allowance offset the income tax benefit related to the pre-tax loss for the year ended December 31, 2023. The
Company does not have any material unrecognized tax benefits as of December 31, 2023.

The Company experienced a net change in valuation allowance of $1,244,274 and $3,100,898 for the
years ended December 31, 2023 and 2022, respectively.
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
None.

Item 9A. Controls and Procedures

Evaluation of Disclosure Controls and Procedures.

Our management, with the participation of our Chief Executive Officer and SVP of Finance, has evaluated
the effectiveness of our disclosure controls and procedures (as such term is defined in Rules 13a-15(e) and
15d-15(e) under the Exchange Act) as of the end of the period covered by this Annual Report on Form 10-K.
Management recognizes that any controls and procedures, no matter how well designed and operated, can
provide only reasonable assurance of achieving their objectives and management necessarily applies its
judgment in evaluating the cost benefit relationship of possible controls and procedures.

Based on such evaluation, our Chief Executive Officer and SVP of Finance have concluded that, as of the
end of the period covered by this Annual Report on Form 10-K, our disclosure controls and procedures were
effective to ensure that the information required to be disclosed by us in the reports that it files or submits
under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in
rules, regulations and forms of the SEC, including ensuring that such material information is accumulated by
and communicated to our management, including our Chief Executive Officer and SVP of Finance, as
appropriate to allow timely decisions regarding required disclosure.

Management’s Report on Internal Control Over Financial Reporting

Management is responsible for establishing and maintaining adequate internal control over financial
reporting as defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act. Our internal control over
financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles. Because of its inherent limitations, internal control over financial reporting
may not prevent or detect misstatements. Also, projections of any evaluation of effectiveness to future periods
are subject to the risk that controls may become inadequate because of changes in conditions, or that the
degree of compliance with the policies or procedures may deteriorate.

Management utilized the criteria established in the Internal Control — Integrated Framework (2013) issued
by the Committee of Sponsoring Organizations of the Treadway Commission (COSO) to conduct an
assessment of the effectiveness of our internal control over financial reporting as of December 31, 2023.
Based on the assessment, management has concluded that, as of December 31, 2023, our internal control
over financial reporting was effective.

As an emerging growth company, management’s assessment of internal control over financial reporting
was not subject to attestation by our independent registered public accounting firm.

Changes in Internal Control Over Financial Reporting
There has been no change in our internal control over financial reporting identified in connection with the
evaluation required by Rule 13a-15(d) and 15d-15(f) of the Exchange Act that occurred during the quarter

ended December 31, 2023 that has materially affected, or is reasonably likely to materially affect, our internal
control over financial reporting.
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Item 9B. Other Information
Rule 10b5-1 Trading Arrangements
During the fiscal quarter ended December 31, 2023, no director or “officer” (as defined in Rule 16a-1(f) under
the Exchange Act) of the Company adopted or terminated any “Rule 10b5-1 trading arrangement” or “non-
Rule 10b5-1 trading arrangement,” as each term is defined in ltem 408(a) of Regulation S-K.
PART Il

Item 10. Directors, Executive Officers, and Corporate Governance

We incorporate the information required by this Item 10 by reference to the definitive proxy statement for
our 2024 annual meeting of shareholders, to be filed with the SEC.

The following is a list of our executive officers as of the date of this Annual Report.

Name Position

Greg Duncan Chairman and Chief Executive Officer

R. Michael Gendreau, M.D., Ph.D. Chief Medical Officer

Ralph Grosswald Senior Vice President of Operations
Senior Vice President of Finance,

Angela Walsh Corporate Secretary and Treasurer

Item 11. Executive Compensation

We incorporate the information required by this Item 11 by reference to the definitive proxy statement for
our 2024 annual meeting of shareholders, to be filed with the SEC.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters

We incorporate the information required by this Item 12 by reference to the definitive proxy statement for
our 2024 annual meeting of shareholders, to be filed with the SEC.

Item 13. Certain Relationships and Related Transactions, and Director Independence

We incorporate the information required by this Item 13 by reference to the definitive proxy statement for
our 2024 annual meeting of shareholders, to be filed with the SEC.

Item 14. Principal Accountant’s Fees and Services
The Independent Registered Public Accounting Firm is FORVIS, LLP (PCAOB Firm ID No. 686) located
in Atlanta, Georgia. We incorporate the remaining information required by this Iltem 14 by reference to the
definitive proxy statement for our 2024 annual meeting of shareholders, to be filed with the SEC.
Part IV
Item 15. Exhibits and Financial Statement Schedules

(a) The following documents are filed or furnished as part of this Annual Report on Form 10-K:

1. Financial Statements
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Exhibit
Number

Reference is made to the Index to Financial Statements under Item 8, Part Il hereof.
Financial Statement Schedules

The Financial Statement Schedules have been omitted because they are not applicable, not
required, or the information is shown in the financial statements or related notes.

Exhibits

EXHIBIT INDEX

Description

2.1

Plan of Conversion (incorporated by reference herein from Exhibit 2.1 to the Company’s
Registration Statement on Form S-1, filed with the SEC on August 28, 2020)

2.2

Certificate of Conversion of Virios Therapeutics, LLC (incorporated by reference herein from
Exhibit 2.2 to the Company’s Registration Statement on Form S-1, filed with the SEC on August
28, 2020)

3.1

Certificate of Incorporation of Virios Therapeutics, Inc. (incorporated by reference herein from
Exhibit 3.1 to the Company’s Registration Statement on Form S-1, filed with the SEC on August
28, 2020)

3.2

Bylaws of Virios Therapeutics, Inc. (incorporated by reference herein from Exhibit 3.2 to the
Company’s Registration Statement on Form S-1, filed with the SEC on August 28, 2020)

41

Specimen Certificate evidencing shares of the Registrant’s common stock. (incorporated by
reference herein from Exhibit 4.1 to the Company’s Registration Statement on Form S-1, filed
with the SEC on October 16, 2020)

4.2

Description of Registrant’s Securities (incorporated by reference herein from Exhibit 4.2 to the
Company’s Annual Report on Form 10-K, filed with the SEC on March 23, 2021)

10.1+

Employment Agreement, dated March 3, 2015, by and between Richard Burch and Innovative
Med Concepts, LLC, as amended. (incorporated by reference herein from Exhibit 10.2 to the
Company’s Registration Statement on Form S-1, filed with the SEC on August 28, 2020)

10.2+

Employment Agreement, dated April 5, 2020, by and between Greg Duncan and Innovative Med
Concepts, LLC, as amended. (incorporated by reference herein from Exhibit 10.3 to the
Company’s Registration Statement on Form S-1, filed with the SEC on August 28, 2020)

10.3+

Employment Agreement, dated April 5, 2020, by and between Angela Walsh and Innovative Med
Concepts, LLC, as amended. (incorporated by reference herein from Exhibit 10.4 to the
Company’s Registration Statement on Form S-1, filed with the SEC on August 28, 2020)

10.4+

Employment Agreement, dated April 5, 2020, by and between Ralph Grosswald and Innovative
Med Concepts, LLC, as amended. (incorporated by reference herein from Exhibit 10.5 to the
Company’s Registration Statement on Form S-1, filed with the SEC on August 28, 2020)

10.5+

Virios Therapeutics, Inc. Amended and Restated 2020 Equity Incentive Plan. (incorporated by
reference herein from Exhibit 10.1 to the Registrant’s Current Report on Form 8-K filed June 17,
2022)

10.6+

Form of Stock Option Award Agreement (incorporated by reference herein from Exhibit 10.6 to
the Registrant’s Annual Report on Form 10-K filed March 14, 2023)

10.7

University of Alabama Know-How License Agreement, dated June 1, 2012, by and between The
Board of Trustees of The University of Alabama for and on behalf of its component institution The
University of Alabama and Innovative Med Concepts, LLC. (incorporated by reference herein
from Exhibit 10.7 to the Company’s Registration Statement on Form S-1, filed with the SEC on
August 28, 2020)

10.8+

Employment Agreement, dated September 10, 2020, by and between R. Michael Gendreau and
Virios Therapeutics, LLC. (incorporated by reference herein from Exhibit 10.8 to the Company’s
Registration Statement on Form S-1, filed with the SEC on September 16, 2020)
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10.9+

Agreement, dated July 15, 2020, by and between William L. Pridgen and Innovative Med
Concepts, LLC. (incorporated by reference herein from Exhibit 10.9 to the Company’s
Registration Statement on Form S-1, filed with the SEC on December 1, 2020)

23.1 Consent of FORVIS, LLP (previously filed as Exhibit 23.1 to the Registrant’'s Annual Report on
Form 10-K filed March 1, 2024)
31.1 Certification of Chief Executive Officer Pursuant to Rule 13a-15(e) or Rule 15d-15(e) (previously
filed as Exhibit 31.1 to the Registrant’s Annual Report on Form 10-K filed March 1, 2024)
31.2 Certification of Chief Financial Officer Pursuant to Rule 13a-15(e) or Rule 15d-15(e) (previously
filed as Exhibit 31.2 to the Registrant’s Annual Report on Form 10-K filed March 1, 2024)
31.3* Certification of Chief Executive Officer Pursuant to Rule 13a-15(e) or Rule 15d-15(e)
31.4* Certification of Chief Financial Officer Pursuant to Rule 13a-15(e) or Rule 15d-15(e)
32 Certification of Chief Executive Officer and Chief Financial Officer of Periodic Report Pursuant to
18 U.S.C. Section 1350 (previously filed as Exhibit 32 to the Registrant’s Annual Report on Form
10-K filed March 1, 2024)
32.1* Certification of Chief Executive Officer and Chief Financial Officer of Periodic Report Pursuant to
18 U.S.C. Section 1350
97+ Virios Therapeutics, Inc. Incentive Compensation Recoupment Policy (previously filed as Exhibit
97 to the Registrant’s Annual Report on Form 10-K filed March 1, 2024)
101.INS* Inline XBRL Instance Document - the instance document does not appear in the Interactive Data
File because its XBRL tags are embedded within the Inline XBRL document.
101.SCH* XBRL Schema Document.
101.CAL* XBRL Calculation Linkbase Document.
101.DEF* XBRL Definition Linkbase Document.
101.LAB* XBRL Label Linkbase Document.
101.PRE* XBRL Presentation Linkbase Document.
104* Cover Page Interactive Data File (formatted as Inline XBRL with applicable taxonomy extension

information contained in Exhibits 101).

*  Filed with this Annual Report on Form 10-K/A.

+ Indicates management contract or compensatory plan.

Item 16. Form 10-K Summary

None.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized, on
March 8, 2024.

VIRIOS THERAPEUTICS, INC.

By: /s/ Angela Walsh
Angela Walsh
Senior Vice President of Finance, Corporate
Secretary and Treasurer
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