
Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q
(Mark One)
☒ QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934
For the quarterly period ended June 30, 2026

or

☐ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from                      to                   

Commission File Number: 001-42270

Zenas BioPharma, Inc.
(Exact name of registrant as specified in its charter)

Delaware 93-2749244
(State or other jurisdiction of


incorporation or organization)
(I.R.S. Employer


Identification Number)

852 Winter Street, Suite 250
Waltham, MA 02451

(Address of Principal Executive Offices)

(857) 271-2954
(Registrant’s telephone number)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding
12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the past
90 days.    Yes  ☒   No  ☐  

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit such files).    Yes  ☒    No   ☐

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting company, or an emerging growth
company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company,” and “emerging growth company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer ☐ Accelerated filer ☐

Non-accelerated filer ☒   Smaller reporting company ☒ Emerging growth company ☒

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or revised financial
accounting standards provided pursuant to Section 13(a) of the Exchange Act. ☐

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).    Yes  ☐    No  ☒

Securities registered pursuant to Section 12(b) of the Act:

Title of Each Class Trading symbol Name of Exchange on which registered
Common stock, par value $0.0001 per share ZBIO Nasdaq Global Select Market

As of July 31, 2026, there were 65,176,723 of the registrant’s common stock, par value $0.0001 per share, outstanding.



Table of Contents

2

TABLE OF CONTENTS

  ​ ​ ​   ​ ​ ​Page

Part I Financial Information

Item 1. Financial Statements (Unaudited) 6

Condensed Consolidated Balance Sheets as of June 30, 2026 and December 31, 2025 6

Condensed Consolidated Statements of Operations and Comprehensive Loss for the three and six
months ended June 30, 2026 and 2025 7

Condensed Consolidated Statements of Stockholders’ Equity for the three and six months ended
June 30, 2026 and 2025 8

Condensed Consolidated Statements of Cash Flows for the six months ended June 30, 2026 and
2025 10

Notes to Condensed Consolidated Financial Statements 11

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations 30

Item 3. Quantitative and Qualitative Disclosures about Market Risk 51

Item 4. Controls and Procedures 52

Part II Other Information

Item 1. Legal Proceedings 52

Item 1A. Risk Factors 52

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds 55

Item 3. Defaults Upon Senior Securities 55

Item 4. Mine Safety Disclosures 55

Item 5. Other Information 56

Item 6. Exhibits 56

Exhibit Index 56

Signatures 57



Table of Contents

3

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q (“Quarterly Report”) contains forward-looking statements. All statements other
than statements of historical facts contained in this Quarterly Report are forward-looking statements. In some cases,
forward-looking statements can be identified by terms such as “may,” “will,” “should,” “expect,” “plan,”
“anticipate,” “could,” “intend,” “target,” “project,” “contemplate,” “believe,” “estimate,” “predict,” “potential” or
“continue” or the negative of these terms or other similar expressions, although not all forward-looking statements
contain these words. Forward-looking statements include, but are not limited to, statements concerning:

● the commercial opportunities stemming from the development of our product candidates for multiple
immunology and inflammation (“I&I”) diseases;

● ​our ability to develop and, if approved, ultimately commercialize our product candidates and, with partners,
our other programs;

● ​our ability to obtain or maintain orphan drug designation for certain of our product candidates;

● ​the initiation, timing, progress, results, and cost of our development programs, and our current and future
preclinical and clinical studies, including statements regarding the timing of initiation and completion of our
clinical trials, and the period during which the results of the trials will become available;

● ​the success, cost and timing of our clinical development of our product candidates;

● ​our ability to establish clinical differentiation of our product candidates;

● ​our ability to develop product candidates that have broad therapeutic potential;

● ​our ability to utilize our business development strategy and expertise to build a balanced portfolio;

● ​our ability to build our operational and commercial capabilities for supplying and marketing our products, if
approved, in key markets;

● ​market conditions in the biopharmaceutical sector and issuance of securities analysts’ reports or
recommendations;

● ​the trading volume of our common stock;

● an inability to obtain additional funding and make future royalty payments under our Revenue Participation
Right Purchase and Sale Agreement (“Royalty Purchase Agreement”) with Royalty Pharma Investments 2019
ICAV (“Royalty Pharma”);

● ​an inability to obtain additional funding and make borrowings under our agreement with BioPharma Credit
PLC (the “Collateral Agent”), BPCR Limited Partnership and BioPharma Credit Investments V (Master) LP,
which are funds managed by Pharmakon Advisors, LP (collectively, “Pharmakon”), and the guarantors party
to such agreement (the “Loan Agreement”);

● ​our ability to initiate, recruit and enroll patients in and conduct our clinical trials at the pace that we project;

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

● ​our reliance on third parties to manufacture drug substance and drug product for use in our clinical trials;
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● ​our ability to retain and recruit key personnel;

● ​our ability to obtain and maintain adequate intellectual property rights;

● ​our expectations regarding government and third-party payor coverage and reimbursement;

● the impact of current and future healthcare reforms, including those affecting the delivery of or payment for
healthcare products and services;

● our expectations regarding federal, state and foreign regulatory requirements;

● other governmental legislation and regulation, as well as adverse effects from a shutdown of the U.S.
government;

● our estimates of our expenses, ongoing losses, capital requirements and our needs for or ability to obtain
additional financing;

● ​our existing cash and the sufficiency of our existing cash and proceeds from future capital-raising efforts, if
any, to fund our future operating expenses and capital expenditure requirements;

● ​the potential benefits of strategic collaboration agreements;

● ​our ability to identify and enter into strategic collaborations or arrangements, including potential business
development opportunities and potential licensing partnerships, and our ability to attract collaborators with
development, regulatory and commercialization expertise;

● sales of our stock by us, our insiders or our stockholders;

● ​our expectations regarding the time during which we will be an emerging growth company and smaller
reporting company under the Jumpstart Our Business Startups Act of 2012, as amended (the “JOBS Act”);

● ​general economic, industry, geopolitical and market conditions, such as military conflict or war, inflation
and financial institution instability, tariffs and other trade measures, or pandemic or epidemic disease
outbreaks, many of which are beyond our control;

● ​additions or departures of senior management, directors or key personnel;

● ​our financial performance;

● ​developments and projections relating to our competitors or our industry; and

● ​other risks and uncertainties, including those included in the section titled “Risk Factors.”
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The forward-looking statements in this Quarterly Report may prove incorrect. These forward-looking statements speak
only as of the date of this Quarterly Report and are subject to a number of known and unknown risks, uncertainties and
assumptions, including those described under the sections titled “Risk Factors” and “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” and elsewhere in this Quarterly Report and in the section titled
“Risk Factors” in our Annual Report on Form 10-K for the fiscal year ended December 31, 2025 and in our other filings
with the Securities and Exchange Commission (the “SEC”). In addition, statements that “we believe” and similar
statements reflect our beliefs and opinions on the relevant subject. These statements are based upon information available
to us as of the date of this Quarterly Report and while we believe such information forms a reasonable basis for such
statements, such information may be limited or incomplete, and our statements should not be read to indicate that we have
conducted an exhaustive inquiry into, or review of, all potentially available relevant information. These statements are
inherently uncertain, and should not be unduly relied upon. Because forward-looking statements are inherently subject to
risks and uncertainties, some of which cannot be predicted or quantified and some of which are beyond our control, these
forward-looking statements should not be relied upon as guarantees of future events. The events and circumstances
reflected in our forward-looking statements may not be achieved or occur and actual future results, levels of activity,
performance and events and circumstances could differ materially from those projected in the forward-looking statements.
Moreover, we operate in an evolving environment. New risks and uncertainties may emerge from time to time, and
management cannot predict all risks and uncertainties. Except as required by applicable law, we do not undertake to
publicly update or revise any forward-looking statements contained herein, whether as a result of any new information,
future events, changed circumstances or otherwise.

NOTE REGARDING TRADEMARKS

The Zenas BioPharma word mark, logo mark, and the “lightning bolt” design are trademarks of Zenas BioPharma, Inc. or
its affiliated companies.

We have, in certain cases, omitted the ® and ™ designations for these trademarks used in this Quarterly Report.
Nevertheless, all rights to such trademarks are owned by Zenas BioPharma, Inc. or its affiliates. Other trademarks
referenced in this Quarterly Report are the property of their respective owners.
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PART I —FINANCIAL INFORMATION
Item 1. Financial Statements

Zenas BioPharma, Inc.
Condensed Consolidated Balance Sheets

(Unaudited)
(in thousands, except share and per share amounts)

June 30, December 31,
  ​ ​ ​ 2026   ​ ​ ​ 2025

Assets   ​ ​ ​
Current assets:

Cash and cash equivalents $ 196,577 $ 110,641
Short-term investments 446,549 232,551
Prepaid expenses and other current assets 10,668 7,979

Total current assets 653,794 351,171
Property and equipment, net 23 34
Operating lease right-of-use assets, net 821 1,354
Long-term investments 30,763 17,272
Other non-current assets 16,289 13,809

Total assets $ 701,690 $ 383,640
Liabilities and Stockholders’ Equity
Current liabilities:

Accounts payable $ 7,589 $ 7,111
Accrued expenses 57,406 54,423
Operating lease liabilities, current 823 1,115

Total current liabilities 65,818 62,649
Long-term liabilities:

Royalty obligation 91,737 78,636
Senior secured term loan, net 74,060 —
Convertible senior notes, net 222,956 —
Operating lease liabilities, less current portion 22 211

Total long-term liabilities 388,775 78,847
Total liabilities 454,593 141,496

Commitments and contingencies (Note 13)
Stockholders’ equity:

Preferred stock, par value $0.0001 per share; 25,000,000 shares authorized and no shares issued
and outstanding as of June 30, 2026 and December 31, 2025 — —
Common stock, par value $0.0001 per share; 175,000,000 shares authorized at June 30, 2026 and
December 31, 2025, respectively; 63,330,747 and 54,485,518 shares issued and outstanding as of
June 30, 2026 and December 31, 2025, respectively 6 5
Additional paid-in capital 1,205,803 1,007,331
Accumulated other comprehensive loss (1,141) (64)
Accumulated deficit (957,571) (765,128)

Total stockholders’ equity 247,097 242,144
Total liabilities and stockholders’ equity $ 701,690 $ 383,640

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Zenas BioPharma, Inc.
Condensed Consolidated Statements of Operations and Comprehensive Loss

(Unaudited)
(in thousands, except share and per share amounts)

For the three months ended

June 30,

For the six months ended

June 30,

2026 2025 2026 2025
Revenue:

License and collaboration revenue $ 1,000 $ — $ 1,000 $ 10,000
Total revenue 1,000 — 1,000 10,000

Operating expenses:
Research and development 62,913 43,027 123,352 77,942

General and administrative 15,746 12,136 32,657 24,551
Acquired in-process research and development 30,000 — 30,000 —
Total operating expenses 108,659 55,163 186,009 102,493

Loss from operations (107,659) (55,163) (185,009) (92,493)
Other income (expense), net:

Interest expense on royalty obligation (6,837) — (13,100) —
Interest expense on senior secured term loan (1,720) — (2,088) —
Interest expense on convertible senior notes (1,745) — (1,745) —
Interest income 6,603 2,743 9,621 6,136
Other income (expense), net 16 217 (8) 376
Total other income (expense), net (3,683) 2,960 (7,320) 6,512

Loss before income taxes (111,342) (52,203) (192,329) (85,981)
Income tax provision (benefit) 114 20 114 (185)
Net loss $ (111,456) $ (52,223) $ (192,443) $ (85,796)
Net loss per share - basic and diluted $ (1.77) $ (1.25) $ (3.24) $ (2.05)
Weighted-average common stock outstanding -
basic and diluted 63,112,314 41,865,400 59,393,300 41,833,279
Comprehensive loss:
Net loss $ (111,456) $ (52,223) $ (192,443) $ (85,796)
Other comprehensive income (loss):
Unrealized (loss) gain on investments (780) 30 (1,121) 42

Foreign currency translation adjustment 16 (265) 44 (330)
Comprehensive loss $ (112,220) $ (52,458) $ (193,520) $ (86,084)

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Zenas BioPharma, Inc.
Condensed Consolidated Statements of Stockholders’ Equity

(Unaudited)
(in thousands, except share data)

Common Stock

  ​ ​ ​ Shares   ​ ​ ​ Amount   ​ ​ ​

Additional
Paid-in
Capital   ​ ​ ​

Accumulated
Other

Comprehensive

Loss   ​ ​ ​

Accumulated
Deficit   ​ ​ ​

Total
Stockholders' 


Equity
Balance as of December 31, 2025 54,485,518 $ 5 $ 1,007,331 $ (64) $ (765,128) $ 242,144
Exercises of common stock options 25,767 — 367 — — 367
Stock-based compensation expense — — 9,195 — — 9,195
Purchases of common stock under the employee
stock purchase plan 44,369 — 592 — — 592
Issuance of common stock from ATM offering, net
of underwriting commissions and other offering
costs 2,827,723 — 71,186 — — 71,186
Issuance of common stock from equity offering, net
of underwriting commissions and other offering
costs 5,000,000 1 93,644 — — 93,645
Unrealized loss on investments — — — (341) — (341)
Foreign currency translation adjustment — — — 28 — 28
Net loss — — — — (80,987) (80,987)
Balance as of March 31, 2026 62,383,377 $ 6 $ 1,182,315 $ (377) $ (846,115) $ 335,829
Exercises of common stock options 77,825 — 806 — — 806
Vesting of restricted stock units 119,545 — — — — —
Stock-based compensation expense — — 8,619 — — 8,619
Issuance of common stock from underwriters'
exercise of the overallotment option of equity
offering in full, net of underwriting commissions
and other offering costs 750,000 — 14,063 — — 14,063
Unrealized loss on investments — — — (780) — (780)
Foreign currency translation adjustment — — — 16 — 16
Net loss — — — — (111,456) (111,456)
Balance as of June 30, 2026 63,330,747 $ 6 $ 1,205,803 $ (1,141) $ (957,571) $ 247,097

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Zenas BioPharma, Inc.
Condensed Consolidated Statements of Stockholders’ Equity

(Unaudited)
(in thousands, except share data)

Common Stock

Shares   ​ ​ ​ ​ ​ Amount   ​
Additional Paid-

in Capital   ​

Accumulated
Other

Comprehensive
Income (Loss)   ​

Accumulated
Deficit   ​

Total Stockholders'
Equity

Balance as of December 31, 2024 41,793,412 $ 4 $ 699,651 $ 194 $ (387,391) $ 312,458
Exercises of common stock options 28,475 — 99 — — 99
Stock-based compensation expense — — 5,386 — — 5,386
Unrealized gain on investments — — — 12 — 12
Foreign currency translation adjustment — — — (65) — (65)
Net loss — — — — (33,573) (33,573)
Balance as of March 31, 2025 41,821,887 $ 4 $ 705,136 $ 141 $ (420,964) $ 284,317
Exercises of common stock options 266,810 — 1,722 — — 1,722
Stock-based compensation expense — — 6,045 — — 6,045
Unrealized gain on investments — — — 30 — 30
Foreign currency translation adjustment — — — (265) — (265)
Net loss — — — — (52,223) (52,223)
Balance as of June 30, 2025 42,088,697 $ 4 $ 712,903 $ (94) $ (473,187) $ 239,626

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Zenas BioPharma, Inc.
Condensed Consolidated Statements of Cash Flows

(Unaudited)
(in thousands)

Six Months Ended June 30,
  ​ ​ ​ 2026   ​ ​ ​ 2025

Cash flows from operating activities:
Net loss $ (192,443) $ (85,796)
Adjustments to reconcile net loss to net cash used in operating activities:

Acquired in-process research and development 30,000 —
Depreciation expense 10 35
Loss on disposal of property and equipment — 107
Net amortization of premiums and accretion of discounts on investments (1,397) (1,317)
Non-cash interest expense on royalty obligation 13,100 —
Non-cash interest expense on senior secured term loan 2,088 —
Non-cash interest expense on convertible senior notes 280 —
Stock-based compensation expense 17,814 11,431
Non-cash lease expense 533 446
Changes in operating assets and liabilities:

Prepaid expenses and other assets (5,373) 802
Accounts payable 461 (9,205)
Accrued expenses 2,975 5,149
Operating lease liabilities (481) (446)

Net cash used in operating activities (132,433) (78,794)
Cash flows from investing activities:
Purchases of property and equipment (2) (18)
Purchases of investments (408,330) (225,667)
Proceeds from sales and maturities of investments 182,239 27,120
Payments of milestones achieved pursuant to license agreements (30,000) —

Net cash used in investing activities (256,093) (198,565)
Cash flows from financing activities:
Payments of other offering costs for the ATM offering and equity offering (527) —
Payments of debt issuance costs for the senior secured term loan and convertible senior
notes (1,934) —
Proceeds from exercise of stock options 1,173 1,821
Proceeds from issuance of common stock under employee stock purchase plan 592 —
Proceeds from issuance of common stock under ATM offering, net of commissions 71,532 —
Proceeds from issuance of common stock in connection with an equity offering, inclusive
of underwriters' exercise of the overallotment option in full, net of underwriting discounts
and commissions 108,100 —
Proceeds from senior secured term loan, net of discount 73,500 —
Proceeds from the issuance of convertible senior notes, inclusive of underwriters' exercise
of the overallotment option in full, net of commissions 223,100 —

Net cash provided by financing activities 475,536 1,821
Effect of exchange rate changes on cash and cash equivalents (1,074) (288)
Net increase (decrease) in cash and cash equivalents 85,936 (275,826)
Cash and cash equivalents at beginning of period 110,641 319,832
Cash and cash equivalents at end of period $ 196,577 $ 44,006

Supplemental disclosure of non-cash investing and financing activities:
Right-of-use assets obtained under operating lease arrangements $ — $ 445
Deferred offering costs and debt issuance costs in accounts payable and accrued expenses $ 25 $ —

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Zenas BioPharma, Inc.
Notes to Condensed Consolidated Financial Statements

(unaudited)

1. Nature of Business

Organization

Zenas BioPharma, Inc. (“Zenas” or the “Company”) was incorporated in November 2019 as Zenas BioPharma (Cayman)
Limited, an exempted company incorporated in the Cayman Islands with limited liability and commenced operations in
2020. On August 2, 2023, the Company (then known as Zenas BioPharma (Cayman) Limited) de-registered from the
Cayman Islands and registered by way of continuation in the State of Delaware. Zenas is a clinical-stage global
biopharmaceutical company committed to being a leader in the development and commercialization of transformative
immunology-based therapies for patients in need. The Company’s goal is to build an immunology and inflammation
(“I&I”) focused biopharmaceutical company. The Company has in-licensed and is developing several product candidates
for the treatment of various auto-immune and rare diseases. The Company is headquartered in Waltham, Massachusetts and
operates in one segment, which is the business of acquiring and developing immune-based therapies for potential
commercialization.

The Company’s condensed consolidated financial statements include the accounts of its wholly owned subsidiaries which
include Zenas BioPharma (HK) Limited (“Zenas HK”), Zenas BioPharma (USA) LLC, Shanghai Zenas Biotechnology Co.
Limited, Zenas BioPharma Securities Corp., Zenas BioPharma GmbH (Switzerland), Zenas BioPharma B.V. and Zenas
BioPharma GmbH (Germany).

Liquidity and Capital Resources

Since its inception, the Company has devoted its efforts principally to research and development and raising capital. The
Company is subject to risks and uncertainties common to clinical stage companies in the biopharmaceutical industry,
including, but not limited to, completing preclinical studies and clinical trials, obtaining regulatory approval for product
candidates, market acceptance of products, development by competitors of new technological innovations, dependence on
key personnel, the ability to attract and retain qualified employees, reliance on third-party organizations, protection of
proprietary technology, compliance with government regulations, and the ability to raise additional capital to fund
operations.

The Company’s capital to date has been generated primarily with proceeds received through the sale and issuance of
preferred stock, convertible senior notes, the sale of common stock from its initial public offering (“IPO”), private and
public equity offerings (please see Note 10, Common Stock, to these unaudited condensed consolidated financial
statements), as well as from payments received under the Company’s license, collaboration and royalty purchase
agreements (please see Note 7, License and Collaboration Revenue and Note 9, Royalty Obligation, to these unaudited
condensed consolidated financial statements) and the senior secured term loan with Pharmakon Advisors, LP
(“Pharmakon”) (please see Note 6, Long-Term Obligations, to these unaudited condensed consolidated financial
statements).

The Company has not generated any revenue from product sales since inception, and its product candidates currently under
development will require significant additional research and development efforts and regulatory approval prior to
commercialization.

The Company has incurred operating losses and negative cash flows since its inception, including net losses of $111.5
million and $52.2 million for the three months ended June 30, 2026 and 2025, respectively, and $192.4 million and $85.8
million for the six months ended June 30, 2026 and 2025, respectively. As of June 30, 2026, the Company had an
accumulated deficit of $957.6 million. Management expects operating losses and negative operating cash flows to continue
for the foreseeable future.
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The Company expects that its existing cash, cash equivalents and investments of $673.9 million as of June 30, 2026, will
be sufficient to fund its operating and capital expenditures for at least twelve months from the date of the issuance of these
unaudited condensed consolidated financial statements.  

2. Summary of Significant Accounting Policies

The Company’s significant accounting policies are disclosed in Note 2, Summary of Significant Accounting Policies, in the
audited consolidated financial statements for the  year ended December  31, 2025, and notes thereto, included in the
Company’s Annual Report on Form 10-K that was filed with the SEC on March 16, 2026. Since the date of those financial
statements, other than disclosed herein, there have been no material changes to the Company’s significant accounting
policies.

Basis of Presentation and Consolidation

The accompanying condensed consolidated financial statements include the operations of the Company and its wholly-
owned subsidiaries. All intercompany accounts, transactions, and balances have been eliminated in consolidation. The
accompanying condensed consolidated financial statements have been prepared in accordance with U.S. generally accepted
accounting principles (“GAAP”) and pursuant to the rules  and regulations of the Securities and Exchange Commission
(“SEC”). Any reference in these notes to applicable guidance is meant to refer to the authoritative GAAP as found in the
Accounting Standards Codification (“ASC”) and Accounting Standards Update (“ASU”) of the Financial Accounting
Standards Board (“FASB”).

Unaudited Interim Financial Information

The accompanying unaudited condensed consolidated financial statements have been prepared on the same basis as the
annual audited financial statements and in the opinion of management, reflect all adjustments, which include only normal
recurring adjustments, necessary for the fair statement of the Company’s financial position as of June 30, 2026, and the
results of operations and its cash flows for the three and six months ended June 30, 2026 and 2025. The financial data and
other information disclosed in these notes related to the three and six months ended June 30, 2026 and 2025 are not
necessarily indicative of the results to be expected for the year ending December 31, 2026, any other interim periods, or
any future year or period. These interim financial statements should be read in conjunction with the audited financial
statements as of and for the year ended December 31, 2025, and the notes thereto, which are included in the Company’s
Annual Report on Form 10-K as filed with the SEC, on March 16, 2026.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make certain estimates and
assumptions that affect the reported amounts of assets, liabilities, expenses, and related disclosures. The Company bases its
estimates on historical experience, known trends and other market-specific factors or other relevant factors that it believes
to be reasonable under the circumstances. The Company evaluates its estimates and assumptions on an ongoing basis using
such factors and adjusts those estimates and assumptions as facts and circumstances dictate. Actual results may differ from
those estimates or assumptions. Significant estimates in these unaudited condensed consolidated financial statements
include estimates made in connection with accrued research and development expenses, stock-based compensation,
valuations of embedded features within its senior secured term loan and the liability related to the sale of future royalties
including the estimation of future payments and the related non-cash interest expense.

Estimates and assumptions about future events and their effects cannot be determined with certainty and therefore require
the exercise of judgement. As of the date of the issuance of these unaudited condensed consolidated financial statements,
the Company is not aware of any specific event or circumstance that would require the Company to update its estimates,
assumptions and judgements or revise the carrying value of its assets or liabilities. These estimates may change as new
events occur and additional information is obtained and are recognized in the financial statements as soon as they become
known. Actual results could differ from those estimates and any such differences may be material to the Company’s
financial statements.
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Embedded Derivative Financial Instruments

The Company evaluates its financial instruments, including its convertible senior notes and senior secured term loan to
determine if such instruments are derivatives or contain features that qualify as embedded derivatives in accordance with
ASC 815 “Derivatives and Hedging.” ASC 815 generally provides three criteria that, if met, require companies to bifurcate
embedded features from their host instruments and account for them as free-standing derivative financial instruments. The
three criteria include circumstances in which (a) the economic characteristics and risks of the embedded derivative
instrument are not clearly and closely related to the economic characteristics and risks of the host contract, (b) the hybrid
instrument that embodies both the embedded derivative instrument and the host contract is not remeasured at fair value
under otherwise applicable generally accepted accounting principles with changes in fair value reported in earnings as they
occur, and (c) a separate instrument with the same terms as the embedded derivative would be considered a derivative
instrument.

If liability accounting is required, the Company’s derivative instruments are recorded at fair value with an offsetting
amount recorded as a debt discount, which offsets the carrying amount of the debt. The derivative is revalued at the end of
each reporting period and any change in fair value is recorded as a gain or loss in the statement of operations. The debt
discount is amortized through interest expense over the life of the debt using the straight-line method.

Convertible Instruments

When the Company issues debt with a conversion feature, in accordance with ASC 815, “Derivatives and Hedging” it must
first assess whether the conversion feature meets the requirements to be treated as a derivative. An embedded equity-linked
component that meets the definition of a derivative does not have to be separated from the host instrument if the
component qualifies for the scope exception for certain contracts involving an issuer’s own equity. The scope exception
applies if the contract is both (a) indexed to its own stock; and (b) classified in stockholders’ equity in its balance sheet.

Debt and Debt Issuance Costs

Debt issuance costs and expenses paid by the Company to its lenders are presented on the unaudited condensed
consolidated balance sheet as a direct deduction from the related liability. Debt issuance costs represent costs that are paid
directly to third parties and directly attributable to the issuance of a debt or equity instrument, which includes lender fees,
legal expenses and other direct costs. These costs are amortized as a non-cash component of interest expense using the
effective interest method over the term of the debt. Costs and discounts are presented as a reduction of the related debt in
the accompanying balance sheet if related to the issuance of debt or presented as a reduction of additional paid in capital if
related to the issuance of an equity instrument.  

Recently Adopted Accounting Standards

In September of 2025, the FASB issued ASU 2025-07: Derivates and Hedging (ASC 815) and Revenue from Contracts
with Customers (ASC 606). This ASU expands the scope exceptions in the derivative guidance to exclude certain non-
exchange-trade contracts with underlyings based on the operations or activities of one of the parties to the contract,
including the occurrence or nonoccurrence of an event specific to those operations or activities. The ASU also clarifies that
share-based noncash consideration received from a customer in exchange for goods or services should be accounted for as
noncash consideration under ASC 606 unless and until the entity’s rights to receive or retain such consideration becomes
unconditional. The Company early adopted the ASU at the beginning of fiscal year 2026, using the prospective method.
The adoption of this new accounting standard was applied to the evaluation of the senior secured term loan that was
executed during the first quarter.

Recent Accounting Pronouncements

In November  2024, the FASB issued 2024-03, Income Statement—Reporting Comprehensive Income—Expense
Disaggregation Disclosures (Subtopic 220-40): Disaggregation of Income Statement Expenses (“ASU 2024-03”), which
requires entities to disclose additional information about specific expense categories in the notes to the financial
statements. ASU 2024-03 is effective for annual periods beginning after December 15, 2026 and for interim periods within
fiscal years
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beginning after December 15, 2027, with early adoption permitted. ASU 2024-03 may be applied retrospectively or
prospectively to the financial statements. The Company is currently evaluating the impact of ASU 2024-03 on its unaudited
condensed consolidated financial statements and related disclosures.

From time to time, new accounting pronouncements are issued by the FASB or other standard setting bodies that the
Company adopts as of the specified effective date. Unless otherwise discussed, the Company does not believe that the
adoption of recently issued standards have or may have a material impact on its unaudited condensed consolidated
financial statements or disclosures.

3. Fair Value Measurements

The following table presents information about the Company’s financial assets that are regularly measured and carried at
fair value and indicate the level within the fair value hierarchy of the valuation techniques the Company utilized to
determine such fair value (in thousands):

As of June 30, 2026

Description

  ​ ​ ​
Total Carrying

Value

Quoted Prices in
Active Market 


(Level 1)

  ​ ​
 ​

Significant Other
Observable Inputs


(Level 2)

  ​ ​
 ​

Significant Other
Observable

Inputs

(Level 3)

Assets:
  Cash $ 115,202 $ 115,202 $ — $ —
  Money market funds 81,375 81,375 — —

Short-term investments:
  Commercial paper 24,217 — 24,217 —
  Corporate debt securities 78,902 — 78,902 —
  Government securities 343,430 343,430 — —

Long-term investments:
  Corporate debt securities 16,648 — 16,648 —
  Government securities 14,115 14,115 — —
     Total assets $ 673,889 $ 554,122 $ 119,767 $ —

As of December 31, 2025

Description

  ​ ​ ​
Total Carrying

Value

Quoted Prices in
Active Market 


(Level 1)

  ​ ​
 ​

Significant Other
Observable Inputs


(Level 2)

  ​ ​
 ​

Significant Other
Observable

Inputs

(Level 3)

Assets:
  Cash $ 13,038 $ 13,038 $ — $ —
  Money market funds 97,603 97,603 — —

Short-term investments:
  Commercial paper 5,959 — 5,959 —
  Corporate debt securities 44,299 — 44,299 —
  Government securities 182,293 182,293 — —

Long-term investments:
  Corporate debt securities 1,467 — 1,467 —
  Government securities 15,805 15,805 — —
     Total assets $ 360,464 $ 308,739 $ 51,725 $ —
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For information on the fair value of the Company’s long-term liabilities, see Note 6, Long-Term Obligations and Note 9,
Royalty Obligation, to these unaudited condensed consolidated financial statements.

There have been no material impairments of the Company’s assets measured and carried at fair value as of June 30, 2026
and December 31, 2025. In addition, there have been no changes in valuation techniques as of June 30, 2026 and December
31, 2025. The fair value of Level 1 instruments classified as money market funds and government securities are valued
using quoted market prices in active markets. The fair value of Level 2 instruments classified as short-term investments
was determined using other than quoted prices in active markets, which are either directly or indirectly observable as of the
reporting date and fair value is determined using models or other valuation methodologies.  During the six months ended
June 30, 2026 and year ended December 31, 2025, there were no transfers between levels.

The short and long-term investments are classified as available-for-sale securities. As of June 30, 2026, the remaining
contractual maturities of the available-for-sale securities were 1 to 16 months, and the balance in the Company’s
accumulated other comprehensive income was comprised of activity related to the Company’s available-for-sale securities.
There were no realized gains or losses recognized on the sale or maturity of available-for-sale securities during the three
and six months ended June 30, 2026 and 2025. As a result, the Company did not reclassify any amounts out of accumulated
other comprehensive income for the same period. The Company had a limited number of available-for-sale securities in
insignificant loss positions as of June 30, 2026, which the Company does not intend to sell and has concluded it will not be
required to sell before recovery of amortized cost for the investment maturity.

The following table summarizes the available-for-sale securities (in thousands):

As of June 30, 2026

Amortized Cost

Gross
Unrealized

Gains
Gross Unrealized

Losses Fair Value
Commercial paper $ 24,236 $ — $ (19) $ 24,217
Corporate debt securities 95,670 2 (122) 95,550
Government securities 358,340 1 (796) 357,545
Total $ 478,246 $ 3 $ (937) $ 477,312

As of December 31, 2025

Amortized Cost

Gross
Unrealized

Gains
Gross Unrealized

Losses Fair Value
Commercial paper $ 5,957 $ 2 $ — $ 5,959
Corporate debt securities 45,740 28 (2) 45,766
Government securities 197,939 162 (3) 198,098
Total $ 249,636 $ 192 $ (5) $ 249,823

Certain short-term debt securities with original maturities of less than 90 days are included in cash and cash equivalents on
the condensed consolidated balance sheets and are not included in the table above.

4. Other Non-Current Assets

Other non-current assets consisted of the following (in thousands):

  ​ ​ ​ June 30, 2026   ​ ​ ​ December 31, 2025
Clinical trial deposits $ 15,716 $ 12,882
Deferred offering costs 486 709
Other 87 218

Total other assets $ 16,289 $ 13,809
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5. Accrued Expenses

Accrued expenses consisted of the following (in thousands):

June 30, 2026   ​ ​ ​ December 31, 2025
External research, development and manufacturing expenses $ 43,632 $ 38,855
Employee compensation and benefits 9,836 13,080
Professional and consultant fees 1,702 1,500
Interest expense on convertible senior notes 1,465 —
Income taxes payable — 118
Other 771 870

Total accrued expenses $ 57,406 $ 54,423

6. Long – Term Obligations

Senior Secured Term Loan

In March 2026, the Company entered into the Loan Agreement with the Collateral Agent, BPCR Limited Partnership
and BioPharma Credit Investments V (Master) LP, which are funds managed by Pharmakon and the guarantors party
thereto. The Loan Agreement provides for a five-year senior secured term loan, which matures on March 27, 2031 (“Term
Loan Maturity Date”), for up to $250.0 million and consists of five tranches (collectively, the “Term Loans”). Two of the
tranches are committed tranches: (i) Tranche A in an aggregate of $75.0 million, which was funded on the date the Loan
Agreement was executed; and (ii) Tranche B in an aggregate of $50.0 million (and up to an additional $25.0 million that
the Company may elect to draw), which is available until November 1, 2027, subject to the occurrence of certain approval
conditions (the “Tranche B/C Approval Condition”).

Three of the tranches may be drawn upon at the discretion of the Company: (i) Tranche C in an aggregate of $25.0 million
(less any amounts elected to be (and actually) drawn under Tranche B in excess of $50.0 million), which is available until
April 28, 2028; (ii) Tranche D in an aggregate of $50.0 million, which is available until October 30, 2028; and (iii) Tranche
E in an aggregate of $50.0 million, which is available until April 30, 2029. Tranche C through E are subject to the
occurrence of certain approval conditions and achievements of certain milestones in respect of certain net sales levels.

The Loan Agreement bears interest at annual interest rate of 3-month secured overnight financing rate (“SOFR”) subject to
a 3.25% floor, plus 5.75% payable quarterly in arrears. The Company may elect for 100% of the interest for the first 24
months following the Tranche A Loan funding date to be paid-in-kind (“PIK Interest”) without an increase in the interest
rate.

The Company is required to pay a funding fee equal to (i) 2.00% of the funding amount of the Tranche A on the funding
date of such loan, (ii) 2.00% of $50,000,000 of the funding amount of the Tranche B on the funding date for such loan, (iii)
1.00% of any amounts in excess of $50,000,000 of the funding amount for the Tranche B on the funding date for such loan,
and (iv) 1.00% of each of the funding amount of the Tranche C, Tranche D, and Tranche E on each respective funding date.

The Company paid the funding fee of $1.5 million for Tranche A as of March 31, 2026.

The Company’s obligations under the Loan Agreement are secured by substantially all of its assets, including its
intellectual property, and are guaranteed by certain of its subsidiaries, each of which has pledged substantially all of their
assets, including intellectual property, to secure such guarantee. The Company is also obligated to maintain a liquidity of
not less than $50.0 million, immediately following the Tranche A closing date and until the satisfaction of the Tranche B/C
Approval Condition.
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The Company determined that all of the embedded features identified in the Loan Agreement were either clearly or closely
related to the debt host and did not require bifurcation as a derivative liability, or the fair value of the bifurcated features
was immaterial to the Company’s condensed consolidated financial statements.

Total net proceeds were $72.0 million after deducting discounts and debt issuance costs as of June 30, 2026. As of June 30,
2026, the Company elected to pay interest on the Term Loan as PIK Interest, which was added to the outstanding principal
balance of the term loan. No repayment of principal was made during the three and six months ended June 30, 2026.

The following table reflects the Company’s senior secured term loan as of June 30, 2026 (in thousands):

June 30,
2026

Outstanding principal balance $ 75,000
Accumulated PIK interest applied to term loan balance 1,894
Unamortized debt discounts and issuance costs (2,834)
Carrying value $ 74,060

The carrying value of the outstanding liability, which bears a variable interest rate indexed to the 3-month SOFR,
approximates fair value as it reprices when market interest rates change and represents a Level 2 measurement within the
fair value hierarchy.

The Company incurred $3.0 million of debt discounts and issuance costs, which were capitalized and deferred when
incurred and subsequently amortized over the term of the Loan Agreement. The effective interest rate of the Loan
Agreement, including the amortization of the debt issuance costs was 10.99% for the three months ended June 30, 2026.

Interest expense in relation to the Loan Agreement, including amortization of debt discounts and issuance costs
amortization is as follows (in thousands):

For the three months
ended


June 30,

For the six months
ended


June 30,
2026 2026

Amortization of debt discounts and issuance costs $ 160 $ 194
PIK interest expense (applied to term loan principal balance) 1,560 1,894
Total interest expense $ 1,720 $ 2,088

Pursuant to the Loan Agreement, each tranche may be voluntarily prepaid at any time, in whole or subject to certain
conditions, in part, prior to the Term Loan Maturity Date. Prepayments are subject to an amount equal to the sum of all
interest that would have been accrued and payable from such date of prepayment through the second year anniversary of
each respective tranche’s closing date on the amount of principal prepaid, using an interest rate in effect on such date.

Pursuant to the Loan Agreement, each tranche has a required prepayment premium, in an amount equal to the product of
the amount of any prepaid principal, multiplied by: (i) if prepayment occurs prior to the third year anniversary of each
respective tranche’s closing date, 3%; (ii) if prepayment occurs on or after the third year anniversary of each respective
tranche's closing date but prior to the fourth year anniversary of each respective tranche's closing date, 2%; and (iii) if
prepayment occurs on or after the four year anniversary of each respective tranche’s closing date but prior to the Term
Loan Maturity Date, 1%.

Pursuant to the Loan Agreement, each tranche has a required exit consideration fee, with respect to any prepayment,
repayment or as a result of the acceleration of maturity, an amount equal to the product of the amount of principal prepaid
or repaid, multiplied by 1% to 2% based on the specific tranche. The Loan Agreement requires repayment in full of all
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term loans in four equal payments commencing on September 30, 2028 to the extent the Tranche B/C Approval Condition
is not met on or prior to June 30, 2028.

The Loan Agreement contains customary prepayment fees and provisions, events of default, including a material adverse
change to the Company, and representations, warranties and covenants, including financial covenants. The financial
covenants include (i) at all times prior to the satisfaction of the Tranche B/C Approval Condition, a minimum liquidity
requirement and (ii) subject to the outstanding aggregate principal amount of Term Loans advanced under the Loan
Agreement being equal to or greater than $200.0 million, a minimum trailing twelve months consolidated net revenue
covenant.

As of June 30, 2026, the Company was in compliance with its debt covenants under the Loan Agreement.

Convertible Senior Notes

In March 2026, the Company issued an aggregate principal amount of $200.0 million of 2.50% convertible senior notes
due 2032 (the “Convertible Notes”) with multiple individual investors (the “Holders”) in an underwritten public offering.
In April 2026, the underwriters of the Company’s offering of the Convertible Notes exercised their overallotment option in
full, pursuant to which the Company issued an additional principal amount of $30.0 million of Convertible Notes, before
deducting commissions costs of $0.9 million. The Convertible Notes were issued pursuant to, and are governed by, an
indenture (the “Base Indenture”), dated March 31, 2026, between the Company and U.S. Bank Trust Company, National
Association, as trustee (the “Trustee”), as supplemented by a first supplemental indenture (the “Supplemental Indenture,”
and the Base Indenture, as supplemented by the Supplemental Indenture, the “Indenture”), dated as of March 31, 2026,
between the Company and the Trustee.

The Convertible Notes are general, unsecured, senior obligations of the Company. The Convertible Notes bear interest at
2.50% per annum, to be paid semi-annually in arrears on April 1 and October 1 of each year, beginning October 1, 2026. In
addition, special interest will accrue on the notes upon the occurrence of certain events relating to the Company’s failure to
file certain reports with the SEC as provided in the Indenture. The Convertible Notes mature on April 1, 2032 (the
“Convertible Notes Maturity Date”), unless earlier converted, redeemed or repurchased by the Company.

The Holders may convert their notes into shares of common stock, at their option only in the following circumstances: (i)
during any calendar quarter commencing after the calendar quarter ending on June 30, 2026; if the last reported sale price
per share of the Company’s common stock exceeds 130% of the conversion price for each of at least 20 trading days,
whether or not consecutive, during the 30 consecutive trading days ending on, and including, the last trading day of the
immediately preceding quarter; (ii) during the five consecutive business days immediately after any 10 consecutive trading
day period (the “Measurement Period”) in which the trading price per $1,000 principal amount of notes for each trading
day of the Measurement Period was less than 98% of the product of the last reported sales price per share of the common
stock on such trading day and the conversion rate on such trading day; (iii) upon the occurrence of certain corporate events
or distributions of the Company’s common stock; (iv) if the Company calls such notes for redemption; and (v) at any time
from, and including January 1, 2032 until the close of business on the scheduled trading day immediately before the
 Convertible Notes Maturity Date.  

The Convertible Notes are redeemable, in whole or in part, subject to certain limitations, at the Company’s option any time
and from time to time, on or after April 8, 2030 and on or before the twenty-sixth scheduled trading day immediately
before the Convertible Notes Maturity Date, at a cash redemption price equal to the principal amount of Convertible Notes
to be redeemed, plus accrued and unpaid interest, if any, to, but excluding, the redemption date only if the last reported sale
price per share of the Company’s common stock exceeds 130% of the conversion price on (i) each of at least 20 trading
days, whether or not consecutive, during the 30 consecutive trading days ending on, and including, the trading day
immediately before the date the Company sends the related redemption notice; and (ii) the trading day immediately before
the date the Company sends such notice.   However, the Company may not redeem less than all of the outstanding
Convertible Notes unless at least $75.0 million aggregate principal amount of the Convertible Notes are outstanding and
not called for redemption. In addition, calling any note for redemption will constitute a Make-Whole Fundamental Change,
in which case the conversion rate applicable to the conversion of the note will be increased in certain circumstances if it is
converted after it is called for redemption.  
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The initial conversion rate is 37.7358 shares of common stock per $1,000 principal amount of notes, which represents an
initial conversion price of approximately $26.50 per share, and is subject to adjustment as described in the indenture.
  However, if a fundamental change occurs, generally a change of control, merger, consolidation, asset sale or similar
transaction, takes place prior to April 1, 2030, and it results in the Convertible Notes immediately being due, the
noteholders may be entitled to an increase in the conversion rate (“Make-Whole Rate”). The amount of the increase is
determined pursuant to the contractual make-whole table based on the effective date of the transaction. No increase in the
conversion rate will be provided if the stock price used to determine the adjustment is greater than $160.00 per share or less
than $20.00 per share of common stock and the conversion rate as increased to the Make-Whole provision will not exceed
50.00 shares of common stock per $1,000 principal amount of the Convertible Notes.

The Company will settle conversions by paying or delivering cash, shares of its common stock or a combination of cash
and shares of its common stock, at the Company’s election. If the Company elects to deliver cash or a combination of cash
and shares of its common stock, then the consideration due upon conversion will be determined over a period consisting of
25 volume-weighted average price (“VWAP”) trading days.

The Convertible Notes were accounted for in accordance with ASC Subtopic 470-20, Debt with Conversion and Other
Options (“ASC 470-20”) and ASC Subtopic 815-40, Contracts in Entity’s Own Equity (“ASC 815-40”). Under ASC 81-40,
to qualify for equity classification (or non-bifurcation, if embedded), the instrument (or embedded feature) must be both (i)
indexed to the issuer’s stock and (ii) meet the requirements of the equity classification guidance. Based upon our analysis,
it was determined that the Convertible Notes do contain embedded features indexed to our common stock, but do not meet
the requirements for bifurcation, and therefore do not need to be separately accounted for as an equity component. Since
the embedded conversion feature meets the equity scope exception from derivative accounting, and, also since the
embedded conversion option does not need to be separately accounted for as an equity component under ASC 470-20, the
proceeds from the issuance of the Convertible Notes were recorded as a liability.

The Company incurred issuance costs related to the Convertible Notes of $7.3 million, which were recorded as debt
issuance costs and were included as a reduction to the Convertible Notes on the unaudited condensed consolidated balance
sheet. The debt issuance costs are amortized to interest expense using the effective interest rate method over the term of the
Convertible Notes, resulting in an effective interest rate of 3.07%.

The outstanding balance of the Convertible Notes consisted of the following as of June 30, 2026 (in thousands):

June 30,
2026

Outstanding principal balance $ 230,000
Unamortized commissions and offering costs (7,044)
Carrying value $ 222,956

The fair value of the Convertible Notes is influenced by the Company’s common stock price and has been classified as
Level 1 within the fair value hierarchy as it uses quoted prices in active markets. The estimated fair value of the
Convertible Notes as of June 30, 2026, was approximately $275.5 million.

None of the Convertible Notes were converted, nor did the Company redeem any of the Convertible Notes as of June 30,
2026.
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Interest expense in relation to the Convertible Notes, including amortization of commissions and offering costs is as
follows (in thousands):

For the three and six months ended

June 30,

2026
Cash interest expense $ 1,465
Amortization of commissions and offering costs 280
Total interest expense $ 1,745

The indenture contains customary events of default and covenants, including (i) certain payment defaults on the notes (ii) a
default by the Company in its other obligations or agreements under the Indenture or the Notes if such default is not cured
or waived within 60 days after notice is given in accordance with the Indenture; (iii) certain defaults by the Company or
any of its significant subsidiaries with respect to indebtedness for borrowed money of at least $30,000,000; (iv) certain
final judgments being rendered against the Company or any of its significant subsidiaries for the payment of at least
$30,000,000, where such judgments are not discharged or stayed within 60 days after the date on which the right to appeal
has expired or on which all rights to appeal have been extinguished; and (v) certain events of bankruptcy, insolvency and
reorganization involving the Company or any of its significant subsidiaries.

As of June 30, 2026, the Company was in compliance with its covenants under the Indenture.

7. License and Collaboration Revenue

License and Collaboration Agreement with Bristol-Myers Squibb

In August 2023, the Company entered into a license and collaboration agreement (the “BMS Agreement”) with Bristol-
Myers Squibb (“BMS”), under which the Company granted BMS an exclusive license to (i) develop, manufacture (subject
to the Company’s rights to be the exclusive manufacturer for BMS for a certain period of time), commercialize or
otherwise exploit obexelimab and any biological product (irrespective of presentations, formulations or dosages)
containing obexelimab but not any of the Company’s other proprietary active ingredient (the “BMS Product”) into Japan,
South Korea, Taiwan, Singapore, Hong Kong and Australia (collectively, the “BMS Territory”) and (ii)  develop and
manufacture obexelimab and the BMS Product outside the BMS Territory provided that obexelimab and the BMS Product
are solely used in the BMS Territory.

Pursuant to the BMS Agreement, BMS paid the Company a one-time non-refundable upfront cash payment of $50.0
million. The Company is entitled to receive further separate development, regulatory milestone payments from BMS of up
to approximately $79.5 million. The Company is also entitled to receive one-time sales milestone payments up to $70.0
million upon BMS achieving certain net sales milestones in a given year in the BMS Territory. The Company is also
eligible to receive tiered high single-digit to low double-digit royalties on net sales in the BMS Territory, subject to
specified reductions.

The Company will continue to perform and oversee the ongoing Phase 3 trial of obexelimab in the immunoglobulin G4-
related disease (“IgG4-RD”) indication and BMS will participate in the performance of the study. BMS will fund their pro
rata share of the total global study costs up to a specified percentage of the patients enrolled in the study from the BMS
Territory. The global development activities under the agreement do not represent a transaction with a customer and
reimbursement payments received by the Company for global development activities are accounted for as a reduction of
the related research and development expenses.

As of June 30, 2026 and 2025, the Company recorded $0.8 million and $1.3 million, respectively, as a receivable included
in prepaid expenses and other current assets. The Company recorded $0.8 million and $1.3 million for the three months
ended June 30, 2026 and 2025, respectively, and $1.9 million and $3.0 million for the six months ended June 30, 2026 and
2025, respectively, as a reduction to research and development expense for global development costs to be reimbursed by
BMS. The Company did not recognize revenue related to the BMS Agreement during the three and six months ended June
30, 2026 and 2025.



Table of Contents

21

Tenacia Biotechnology Co. Novation Agreement

In October 2024, the Company entered into a novation agreement with Tenacia Biotechnology (Hong Kong) Co., Limited
(“Tenacia”), under which the Company transferred its rights and obligations under the agreements with Dianthus to Tenacia
(the “Tenacia Agreement”).  Pursuant to the Tenacia Agreement, Tenacia paid the Company a one-time non-refundable
upfront cash payment of $5.0 million, which was recognized as revenue in the fourth quarter of 2024.

During the three and six months ended June 30, 2026, the Company recognized revenue of $1.0 million, related to the
achievement of a certain development milestone. The Company did not recognize revenue related to the Tenacia
Agreement during the three and six months ended June 30, 2025. The Company is entitled to receive remaining
development, regulatory, and sales milestones from Tenacia of up to approximately $85.0 million if certain milestones are
achieved.

License Agreement with Zai Lab (Hong Kong) Limited

In January 2025, the Company entered into a license agreement (the “Zai License Agreement”), with Zai, under which the
Company granted Zai an exclusive sublicense to develop, manufacture and commercialize ZB001 and related programs in
greater China. Under the Zai License Agreement, Zai will be responsible for conducting all research and development
activities, manufacturing, regulatory and commercialization in greater China.

Pursuant to the Zai License Agreement, Zai paid the Company a one-time non-refundable upfront cash payment of $10.0
million. The Company is entitled to receive further development, regulatory and sales milestones from Zai up to
approximately $117.0 million if certain milestones are successfully achieved, with passthrough obligations of $21.0 million
due to Viridian Therapeutics, Inc. (“Viridian”). The Company is also eligible to receive tiered royalties on net sales in
greater China, ranging from the low to mid-single digits, net of passthrough obligations due to Viridian.

The Company evaluated the terms of the Zai License Agreement and determined it is within the scope of ASC 606. The
Company identified the following promises in the Zai License Agreement that were evaluated under the scope of ASC 606:
(i) transfer of the license for ZB001, (ii) licensed technology transfer (iii) licensed material transfer and (iv) continued
licensed technology transfer. The Company also evaluated whether certain options outlined in the Zai License Agreement
represented material rights that would give rise to a performance obligation and concluded that none of the options
conveyed a material right to Zai or were immaterial and, therefore, are not considered separate performance obligations
within the Zai License Agreement.

The Company assessed the above promises and determined that the license for ZB001 and technology transfer are a
combined distinct performance obligation within the scope of ASC 606.  The licensed material transfer and the continued
technology know-how transfer services are promises that are separately identifiable and considered to be distinct. The
Company determined the transfer of the licensed materials and continued technology know-how transfer services were
immaterial in the context of the contract based on the minimal resources required to fulfill the obligations and the estimated
standalone selling price of the licensed materials. Therefore, the sublicense and technology transfer represent a single
performance obligation at contract inception.

The Company concluded that the transaction price of $10.0 million was allocated to the combined performance obligation,
which was recognized upon delivery prior to March 31, 2025. The Company used the most likely amount method to
estimate variable consideration and estimated that the most likely amount for each potential developmental and regulatory
variable consideration milestone payment under the agreement is zero, as achievement of those milestones is uncertain and
susceptible to factors outside the Company’s control. Accordingly, all such milestone payments were excluded from the
transaction price. Management will reevaluate the transaction price at the end of each reporting period and as uncertain
events are resolved or other changes in circumstances occur, will adjust the transaction price as necessary. Sales and royalty
based milestones structured on the level of sales, were also excluded from the transaction price, as the license is deemed to
be the predominant item to which the transaction price relates. The Company will recognize such milestone and royalty
revenue at the later of (i) when the related sales occur, or (ii) when the performance obligation to which some or all of the
royalty has been allocated has been satisfied (or partially satisfied).
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As of June 30, 2026 and 2025, no milestones were achieved or deemed probable of achievement.

8. License Agreements

License Agreements with Xencor, Inc.

2020 Xencor Agreement

In September  2020, the Company entered into a license agreement (the “2020 Xencor Agreement”) with Xencor, Inc.
(“Xencor”), under which the Company is required to pay Xencor tiered royalties on annual net sales of successfully
commercialized products, including ZB002 and ZB004. The royalty percentage rates vary by geographic areas as defined
in the 2020 Xencor Agreement and range from the mid-single digits to mid-teens. The Company is also obligated to
reimburse Xencor for third-party costs incurred for certain patent filings, prosecution and maintenance as further specified
in the 2020 Xencor Agreement.

2021 Xencor Agreement

In May 2021, the Company entered into a license agreement with Xencor (the “2021 Xencor Agreement”), under which the
Company obtained an exclusive, royalty-bearing, sublicensable worldwide license to research, develop, manufacture,
market and sell obexelimab. The Company is obligated to make regulatory milestone payments up to $75.0 million,
including $10.0 million for FDA marketing authorization submission which was achieved during the three months ended
June 30, 2026 and $20.0 million for marketing approval, and one-time sales milestone payments up to $385.0 million upon
achieving milestone events of net sales in a given calendar year in the territory equal to certain threshold amounts. In
addition, the Company is required to pay Xencor tiered royalties on annual net sales of successfully commercialized
products utilizing obexelimab, with the royalty percentages varying based on regions and ranging from the mid-single
digits to the mid-teens.

During the three months ended June 30, 2026, the Company completed the FDA marketing authorization submission and
made a $10.0 million milestone payment which was recorded as acquired in-process research and development expense.
During three and six months ended June 30, 2026 and 2025, the Company did not record any reimbursable patent-related
costs.

License Agreement with Viridian Therapeutics, Inc.

In October  2020, the Company entered into a license agreement with Viridian (the “Viridian Agreement”) to obtain an
exclusive, royalty-bearing, sublicensable license to research, develop, manufacture, market and sell certain antibody
product candidates based on Viridian’s proprietary technology. The Company’s license rights are limited to non-oncology
indications and are limited to China, Hong Kong, Macau and Taiwan (“Zenas Territories”). The Viridian Agreement, as
amended, obligates the Company to make payments to Viridian, totaling $21.0 million, based on achievement of certain
specified development and sales milestones, and royalties on net sales.  

In January 2025, the Company entered the Zai License Agreement under which the Company granted Zai an exclusive
sublicense to develop, manufacture and commercialize ZB001 and related programs in greater China. In connection with
the Zai License Agreement, the Company assigned the Viridian Supply Agreement to Zai. For additional information on
the Zai License Agreement, please see License Agreement with Zai Lab (Hong Kong) Limited in Note 7 – License and
Collaboration Revenue to these unaudited condensed consolidated financial statements.

During the three and six months ended June 30, 2026 and 2025, the Company did not incur expenses related to Viridian
contract manufacturing organization (“CMO”) costs. Viridian has agreed to reimburse the Company for certain services the
Company performs on Viridian’s behalf, with reimbursements being recorded as a reduction in research and development
expenses. During the three and six months ended June 30, 2026, the Company did not incur any reimbursable expenses.
During the three and six months ended June 30, 2025, the Company recorded an immaterial amount and $0.2 million in
reimbursable expenses, respectively. Additionally, during the six months ended June 30, 2026 and 2025, the Company did
not achieve any milestones.
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License Agreement with InnoCare Pharma Inc.

In October 2025, the Company entered into a License Agreement (the “InnoCare License Agreement”) with InnoCare
Pharma Inc. (“InnoCare”). Under the InnoCare License Agreement, InnoCare granted the Company exclusive rights to
develop, manufacture, and commercialize: i) orelabrutinib, in the multiple sclerosis (“MS”) field worldwide, and in all non-
oncology indications outside greater China and Brunei, Burma, Cambodia, Timor-Leste, Indonesia, Laos, Malaysia,
Philippines, Singapore, Thailand and Vietnam (“Southeast Asia”), ii) ZB021 (an IL-17AA/AF inhibitor) in all fields of use
worldwide, excluding greater China and Southeast Asia and iii) ZB022 (a TYK2 inhibitor) in all fields of use worldwide.
The Company also obtained certain non-exclusive rights to perform development and manufacturing activities in greater
China and Southeast Asia to support each program in its respective licensed territories.  

Pursuant to the InnoCare License Agreement, the Company made one-time non-refundable upfront cash payments totaling
$35.0 million and issued 5,000,000 shares of common stock to InnoCare (“InnoCare Shares”) in exchange for these rights.

The Company is also required to make an additional one-time non-refundable cash payment of $25.0 million and issue an
additional 2,000,000 shares of common stock to InnoCare upon the achievement of a specified development milestone
related to Zenas’ Phase 3 clinical trial for orelabrutinib in any indication other than primary progressive MS, or by March
31, 2026, upon the occurrence of certain specified events, whichever comes first (the “Near-term Milestone”). In addition,
the Company has agreed to make one-time, potential near-term milestone payments of $20.0 million each, upon the
achievement of certain regulatory milestones for ZB021 and ZB022 (the “Regulatory Milestones”). During the three
months ended June 30, 2026, the Company achieved the ZB021 Regulatory Milestone and made a payment of $20.0
million, which was recorded as acquired in-process research and development expense.

The Company is further obligated to pay future regulatory and commercial milestones of up to $723.0 million related to
orelabrutinib, and future development, regulatory, and commercial milestones of up to $636.0 million for ZB021, and
$656.0 million for ZB022, inclusive of the $20.0 million Regulatory Milestone for ZB022 specified above, if certain
milestones are successfully achieved. In addition, the Company is obligated to pay royalties on net sales at rates ranging
from high-single digits to high-teens for orelabrutinib, and mid-single digits to mid-teens for the preclinical compounds.

Under the InnoCare License Agreement, the Company is obligated to reimburse InnoCare for certain clinical trial startup
costs and Investigational New Drug (“IND”) enabling activities which were incurred prior to and after the effective date of
the agreement. During the three and six months ended June 30, 2026, the Company incurred $0.7 million and $1.9 million
of expense, respectively. During the three and six months ended June 30, 2026, the Company made payments of $1.4
million and $2.2 million to InnoCare related to the acquired programs, respectively.

9. Royalty Obligation

In September 2025, the Company and Royalty Pharma entered into the Royalty Purchase Agreement. Pursuant to the
Royalty Purchase Agreement, the Company received a $75.0 million upfront payment in exchange for which Royalty
Pharma purchased the right to receive, for each calendar quarter, (i) 5.5% of net sales of obexelimab products sold by the
Company and its affiliates worldwide, (ii) 5.5% of net sales of obexelimab products sold by licensees of Zenas and its
affiliates in the U.S., the United Kingdom and the European Union, (iii) 25% of royalty income payable to Zenas or any of
its affiliates on sales of obexelimab products in countries other than the U.S., the United Kingdom, and in the European
Union by its licensees pursuant to out-licenses less royalty payments payable by Zenas to Xencor Inc. and (iv) 25% of non-
royalty income attributable to obexelimab products payable to Zenas or any of its affiliates by its licensees (other than
certain milestone payments payable by Bristol-Myers Squibb) pursuant to out-licenses and allocated to countries other than
the U.S., the United Kingdom and in the European Union.

The Royalty Purchase Agreement provides for an additional $225.0 million of payments to be paid to the Company by
Royalty Pharma upon the occurrence of certain triggering events which includes (1) $75.0 million payable upon the
achievement of certain milestones with respect to Zenas’ INDIGO Phase 3 Trial, noting the Company is not currently
eligible for this milestone, (2) $75.0 million payable following receipt of marketing approval for obexelimab from the U.S.
Food and Drug Administration (the “FDA”) for the treatment of IgG4-Related Disease on or before a specified date and
(3)  $75.0 million payable following receipt of marketing approval for obexelimab from the FDA for the treatment of
systemic lupus erythematosus on or before a specified date. 
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The Company accounted for the Royalty Purchase Agreement as a debt financing, primarily because it has significant
continuing involvement in generating the future revenue on which the royalty payments are based. The $75.0 million
upfront payment received was recorded as a liability, net of issuance costs of $3.7 million. The effective interest rate was
determined based on the Company’s projections of future payments to Royalty Pharma. The Company will evaluate the
estimated timing and amount of future royalty payments for each reporting period and will revise the effective interest rate
prospectively if those estimates change materially.

The following table shows the activity within the liability account of the arrangement (in thousands):

  ​ ​ ​

Period from 

inception to 

June 30, 2026

Proceeds from royalty obligation $ 75,000
Issuance costs (3,691)
Interest expense related to royalty obligation 20,428
Royalty obligation as of June 30, 2026 $ 91,737
Effective interest rate 32.3%

The fair value of the liability approximates the carrying value and was determined based on the current estimate of the
timing and amount of expected future royalty payments expected to be paid over the estimated term of the Royalty
Purchase Agreement, which are subject to significant estimation uncertainty and are based on various assumptions made by
the Company. These assumption inputs are determined to be Level 3 inputs in the fair value hierarchy as they involve
significant unobservable inputs and judgment.

10. Common Stock

In September 2024, upon the completion of the IPO, the Company restated its certificate of incorporation, pursuant to
which the Company is authorized to issue 175,000,000 shares of common stock $0.0001 par value. The voting, dividend
and liquidation rights of the holders of the Company’s common stock were subject to and qualified by the rights, powers
and preference of the holders of any preferred stock then issued and outstanding.

In October 2025, the Company entered into a sales agreement with Jefferies under which the Company could, from time to
time, issue and sell shares of its common stock having aggregate sales proceeds of up to $200.0 million, in a series of one
or more at-the-market equity offerings (“2025 ATM Program”). The Company’s common stock will be sold at prevailing
market prices at the time of the sale; and as a result, prices may vary. For the three months ended June 30, 2026, the
Company did not sell any shares of common stock under the 2025 ATM Program. As of June 30, 2026, $96.8 million
remained available under the 2025 ATM Program.

In October 2025, the Company entered into a securities purchase agreement for a private placement in public entity
(“PIPE”) (the “PIPE Purchase Agreement”), pursuant to which the Company sold (i) 6,262,112 shares of common stock to
certain institutional and accredited investors at a price of $19.00 per share and (ii) 48,918 shares of common stock to
certain directors and officers of the Company at a price of $20.85 per share. The net proceeds from the PIPE offering, after
deducting placement agent fees and other offering costs were $111.8 million.

In March 2026, the Company completed a follow-on equity offering under which it issued and sold 5,000,000 shares of
common stock at a public offering price of $20.00 per share. Total proceeds for the follow-on offering were approximately
$100.0 million, before deducting commissions and estimated offering costs of $6.4 million payable by the Company.

In April 2026, the underwriters of the Company’s follow-on equity offering exercised their overallotment option in full,
pursuant to which the Company issued and sold an additional 750,000 shares of common stock, at $20.00 per share, for
gross proceeds of $15.0 million, before deducting commissions and estimated offering costs of $0.9 million payable by the
Company.
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The holders of the common stock are entitled to one vote for each share of common stock held at all meetings of
stockholders (and written actions in lieu of meetings), and there are no cumulative voting rights.

The Company has reserved the following shares of common stock for the potential conversion of outstanding stock
options, restricted stock units (“RSUs”), employee stock purchase plan and conversion of Convertible Notes:

  ​ ​ ​ June 30, 2026   ​ ​ ​ December 31, 2025
Options to purchase common stock 12,645,400 10,675,615
Remaining shares reserved for future issuance 1,299,197 431,863
RSUs 1,263,694 599,675
Employee stock purchase plan 1,273,608 773,122
Common stock reserved under convertible senior notes1 13,225,000 —
Total 29,706,899 12,480,275

1 Represents a maximum conversion rate of 50.0000 shares of common stock per $1,000 principal amount of notes.

11. Stock-Based Compensation

2020 Plan

In August 2020, the Company’s sole director adopted the 2020 Equity Incentive Plan (the “2020 Plan”). Upon effectiveness
of the 2024 Plan (as defined below), the Company ceased granting additional awards under the 2020 Plan and the
remaining available shares for future grants were transferred to the 2024 Plan. The 2020 Plan allowed the Company to
grant stock options, restricted stock awards, restricted stock units (“RSUs”) and other stock-based awards to employees,
officers, directors and consultants of the Company and its subsidiaries. As of June 30, 2026, 3,092,255 shares of stock
options were issued and outstanding under the 2020 Plan.

2024 Plan

In September 2024, the Company’s board of directors (the “Board”) adopted the 2024 Equity Incentive Plan (the “2024
Plan”), which became effective immediately prior to the effectiveness of the registration statement for the Company’s IPO.
The 2024 Plan provides for the award of incentive stock options, nonstatutory stock options, stock appreciation rights,
restricted stock awards, unrestricted stock, restricted stock units and other stock-based awards.

The number of shares reserved and available for issuance under the 2024 Plan will automatically increase each January 1,
beginning on January 1, 2025 through January 1, 2034, by the number of shares equal to the lesser of (i) five percent of the
aggregate number of shares of common stock outstanding as of such date, and (ii) a number of shares as may be
determined by the Board on or prior to such date. On January 1, 2026, the number of shares of common stock available for
issuance under the Company’s 2024 Plan increased to 3,156,138. As of June 30, 2026, 1,028,297 shares of common stock
were available for issuance under the 2024 Plan.

2026 Inducement Plan

In December 2025, the Company’s Board adopted the 2026 Inducement Plan (the “2026 Inducement Plan”), which became
effective December 10, 2025. The 2026 Inducement Plan provides for awards of non-qualified stock options and other
awards under the 2026 Inducement Plan to persons not previously an employee or director of the Company, or following a
bona fide period of non-employment, as an inducement material to such persons entering the employment of the Company.
The grants constitute “employment inducement grants” in accordance with Rule 5635(c)(4) of the Nasdaq Listing Rules
and are issued outside of the 2024 Plan. The inducement grants include non-statutory options to purchase shares of the
Company’s common stock and RSUs. The inducement grants have terms and conditions consistent with those set forth in
the 2024 Plan and vest under the same respective vesting schedules as stock options and RSUs granted under the 2024
Plan. The Company initially reserved 1,000,000 shares of common stock for the issuance of awards under the 2026
Inducement Plan. As of June 30, 2026, 270,900 shares of common stock were available for issuance under the 2026
Inducement Plan.
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Stock Options

The Company has granted stock-based awards with either service or performance based vesting conditions. Compensation
expense related to awards to employees and directors with service based vesting conditions is recognized on a straight-line
basis based on the grant date fair value over the associated service period of the award, which is generally the vesting term.
Compensation expense related to awards to employees with performance based vesting conditions is recognized based on
the grant date fair value once the achievement of the performance condition is probable.  

From time to time, the Company grants equity awards to newly hired employees as an inducement to enter into
employment with the Company. The grants constitute "employment inducement grants" in accordance with Rule 5635(c)
(4) of the Nasdaq Listing Rules and are issued outside of the 2024 and 2026 Plans (the “Individual Inducement Grants”).
The Individual Inducement Grants include non-statutory stock options to purchase shares of the Company's common stock
and RSUs. The Individual Inducement Grants are granted under individual inducement agreements and have terms and
conditions consistent with those set forth under the 2024 Plan and vest under the same respective vesting schedules as
stock option awards granted under the 2024 Plan. The Individual Inducement Grants are included in the stock option award
tables below. As of June 30, 2026, the Company granted 1,062,000 non-statutory stock options as Individual Inducement
Grants, which were awarded during the year ended December 31, 2025. The Company did not grant any stock options or
RSUs as Individual Inducement Grants during the three or six months ended June 30, 2026.

The following table presents a summary of the Company’s stock option activity and related information:

  ​ ​ ​Number of Shares   ​ ​ ​

Weighted -
Average Exercise

Price   ​ ​ ​

Weighted-Average
Remaining

Contractual Term
(in years)   ​ ​ ​

Aggregate
Intrinsic Value


(in thousands)
Outstanding - December 31, 2025 10,675,615 $ 13.46 8.60 $ 243,979
Granted 2,299,700 $ 19.35
Exercised (103,592) $ 11.33 $ 1,204
Forfeited or cancelled (226,323) $ 13.76
Outstanding - June 30, 2026 12,645,400 $ 14.54 8.26 $ 139,386
Options vested and exercisable as of
June 30, 2026 4,796,080 $ 12.35 7.50 $ 62,478
Options vested and expected to vest as
of June 30, 2026 12,645,400 $ 14.54 8.26 $ 139,386

The aggregate intrinsic value of the stock options outstanding is calculated as the difference between the exercise price of
the options and the fair value of the Company’s common stock for those stock options that had an exercise price lower than
the fair value of the Company’s common stock as of the measurement date of June 30, 2026.

Restricted Stock Units

The Company has granted RSUs that are subject to time-based vesting conditions, that vest equally over four years,
assuming continued employment. RSUs with time-based vesting conditions are valued on the grant date using the grant
date market value price of the underlying shares of the Company’s common stock. The following table summarizes the
Company’s RSU activity:

  ​ ​ ​ Number of Shares   ​ ​ ​
Weighted - Average Grant

Date Fair Value
Unvested as of December 31, 2025 599,675 $ 14.23
   Granted 848,100 $ 19.49
   Vested (119,545) $ 11.94
   Forfeited (64,536) $ 12.81
Unvested as of June 30, 2026 1,263,694 $ 18.05

The fair value of RSUs vested during the three and six months ended June 30, 2026 was $2.2 million.
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As of June 30, 2026, unrecognized stock-based compensation expense was $109.6 million, which is expected to be
recognized over a weighted-average period of 3.0 years.

The Company recognized stock-based compensation expense related to the issuance of equity awards to employees and
directors in the unaudited condensed consolidated statement of operations as follows (in thousands):

Three Months Ended June 30, Six Months Ended June 30,
2026 2025 2026 2025

Research and development $ 3,861 $ 2,113 $ 6,957 3,694
General and administrative 4,758 3,932 10,857 7,737
Total stock-based compensation expense $ 8,619 $ 6,045 $ 17,814 $ 11,431

Employee Stock Purchase Plan

In September 2024, the Board adopted the 2024 Employee Stock Purchase Plan (the “ESPP”), which became effective
immediately prior to the effectiveness of the registration statement for the Company’s IPO. The number of shares of
common stock available under the ESPP will automatically increase on January 1st of each year, beginning on January 1,
2025 through January 1, 2034, by the number of shares equal to the lesser of (i) one percent of the aggregate number of
shares of common stock outstanding as of such date, and (ii) a number of shares as may be determined by the Board on or
prior to such date, up to a maximum of 1,000,000 shares in the aggregate per year. On January 1, 2026, the number of
shares of common stock authorized for issuance under the ESPP increased to 1,317,977. As of June 30, 2026, 1,273,608
shares were available for future issuance under the ESPP.  During the three months ended June 30, 2026, there were no
issuances under the ESPP. During the six months ended June 30, 2026, there were 44,369 shares issued under the ESPP.  

12. Net Loss Per Share

The Company’s potentially dilutive securities, which include stock options, RSUs, convertible senior notes, and the
2,000,000 shares of common stock to be issued to InnoCare, have been excluded from the computation of diluted net loss
per share as the effect would be to reduce the net loss per share. Therefore, the weighted-average number of common
shares outstanding used to calculate both basic and diluted net loss per share is the same. The Company excluded the
following shares from the computation of diluted net loss as of June 30, 2026 and 2025 because including them would have
had an anti-dilutive effect:

June 30,
2026 2025

Options to purchase common stock 12,645,400 10,615,469
Unvested RSUs 1,263,694 511,100
Common stock to be issued to InnoCare 2,000,000 —
Shares of common stock underlying convertible senior notes outstanding1 8,679,234 —

1 Represents conversion rate, as of June 30, 2026, of 37.7358 shares of common stock per $1,000 principal amount of notes.

13. Commitments and Contingencies

Other Contracts

The Company has entered into agreements with certain vendors for the provision of services that the Company is not
contractually able to terminate for convenience and thereby avoid any and all future obligations to the vendors. Under such
agreements, the Company is contractually obligated to make certain minimum payments to the vendors, with the exact
amounts in the event of termination to be based on the timing of the termination and the exact terms of the agreement. As
of June 30, 2026, our total non-cancellable clinical manufacturing contract payment obligations are $15.8 million of which
the full obligation is payable within 12 months.



Table of Contents

28

Indemnification Agreements

In the ordinary course of business, the Company may provide indemnification of varying scope and terms to vendors,
lessors, business partners and other parties with respect to certain matters including, but not limited to, losses arising out of
breach of such agreements or from intellectual property infringement claims made by third parties. In addition, the
Company has entered into indemnification agreements with members of its board of directors and certain officers that will
require the Company, among other things, to indemnify them against certain liabilities that may arise by reason of their
status or services as directors. The maximum potential amount of future payments the Company could be required to make
under these indemnification agreements is, in many cases, unlimited. To date, the Company has not incurred any material
costs as a result of such indemnifications. The Company is not currently aware of any indemnification claims and had not
accrued any liabilities related to such obligations in its unaudited condensed consolidated financial statements as of June
30, 2026.

Litigation and Other Proceedings

The Company may periodically become subject to legal proceedings and claims arising in the ordinary course of business.
As of June 30, 2026, the Company was not subject to any material legal proceedings which would reasonably be expected
to have a material adverse effect on the Company’s financial results.

14. Related Party Transactions

Xencor, Inc.

The Company has obtained exclusive, worldwide licenses from Xencor to research, develop, manufacture, market and sell
three antibody product candidates pursuant to two license agreements. The Company has concluded that Xencor is a related
party, due to the issuance of convertible preferred stock in December 2020 and April 2023. In connection with the
completion of the IPO, in September 2024, all outstanding shares of preferred stock converted into shares of common
stock. As of June 30, 2026, Xencor held less than 10% of the shares of the Company’s outstanding common stock.  

Viridian Therapeutics, Inc.

The Company has obtained a license from Viridian to research, develop, manufacture, market and sell an antibody product
candidate in China. Prior to May 2026, the Company concluded that Viridian was a related party because although
Fairmount Funds Management LLC owns less than 10% of shares of the Company’s outstanding common stock, they held
a seat on the Board and are also a 10% or greater stockholder of Viridian and have two seats on Viridian’s board of
directors. Effective May 2026, Fairmount Funds Management LLC no longer holds a seat on the Board and thus, the
Company has determined that Viridian is no longer a related party.

Zai Lab (Hong Kong) Limited

The Company has granted a sublicense to Zai to develop, manufacture and commercialize ZB001 and related programs in
greater China. The Company has concluded that Zai is a related party, as the Company’s CEO and Chairman is a member
of Zai’s board of directors.

InnoCare Pharma Inc.

The Company has obtained the exclusive rights from InnoCare to develop, manufacture and commercialize three product
candidates pursuant to the InnoCare License Agreement. Though InnoCare does not hold any direct controlling interest in
the Company, the Company has concluded that InnoCare is a related party, due to the 5,000,000 shares of common stock
issued and the 2,000,000 shares of common stock to be issued pursuant to the InnoCare License Agreement. As of June 30,
2026, InnoCare held less than 10% of the shares of the Company’s outstanding common stock.

For additional information on these arrangements, please see Note 7, License and Collaboration Revenue and Note 8,
License Agreements, to these unaudited condensed consolidated financial statements.
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15. Segment Information

The Company manages its operations on a consolidated basis as a single reportable segment focused on the research and
development of immunology-based therapies. The accounting policies of the single reportable segment are identical to
those described in Note 1, Nature of Business, to these unaudited condensed consolidated financial statements. When
evaluating the Company’s financial performance, the Company’s chief operating decision-maker (the “CODM”), its Chief
Executive Officer regularly reviews consolidated net loss, total expense and direct expenses by program and compared to
budget. The CODM allocates resources based on the Company’s available cash resources, and forecasted expenditures on a
consolidated basis, as well as an assessment of the probability of success of its research and development activities on a
program basis. Segment asset information regularly provided to the CODM is consistent with that reported on the
consolidated balance sheets with particular emphasis on the Company’s available liquidity, including its cash, cash
equivalents and investment balances. Revenue is primarily attributed to individual countries based on the entity owning the
license. During the three and six months ended June 30, 2026, the Company recognized $1.0 million of revenue, which was
attributed to Zenas HK. During the three months ended June 30, 2025, the Company did not recognize any revenue and for
the six months ended June 30, 2025, the Company recognized $10.0 million of revenue which was attributed to Zenas HK.

The following table presents certain financial data for the Company’s reportable segment for the three and six months
ended June 30, 2026 and 2025 (in thousands):

For the three months
ended


June 30,
For the six months ended


June 30,
2026 2025 2026 2025

  Revenue $ 1,000 $ — $ 1,000 $ 10,000
  Less:
  Direct research and development expenses:1
     Obexelimab 29,394 29,894 61,154 53,254
     Orelabrutinib 11,206 — 21,307 —
     Other programs (ZB002, ZB004, ZB014, ZB021 & ZB022) 1,458 400 2,026 736
     Partnered regional programs (ZB001 & ZB005) (24) (137) (24) (37)
  Unallocated research and development2 17,018 10,757 31,932 20,295
  General and administrative3 10,988 8,204 21,800 16,814
  Acquired in-process research and development4 30,000 — 30,000 —
  Stock-based compensation 8,619 6,045 17,814 11,431
  Other segment items4 3,797 (2,940) 7,434 (6,697)
Segment net loss $ (111,456) $ (52,223) $ (192,443) $ (85,796)

1 Direct research and development expenses primarily consist of direct costs incurred to specific program research and development activities, including costs to
conduct clinical trials and to manufacture clinical drug supply.

2 Unallocated research and development expenses primarily consist of indirect costs incurred in support of overall research and development activities and non-
specific programs, including activities that benefit multiple programs, such as personnel costs for employees involved in research and development activities,
excluding stock-based compensation, as well as contract services not allocated to specific programs.

3 General and administrative expenses primarily consist of professional fees, depreciation expense, facilities expenses as well as all other personnel costs, excluding
stock-based compensation.

4 Acquired -in- process research and development expenses consist of milestones achieved pursuant to the Xencor and InnoCare license agreements, for additional
details see Note 8, License Agreements to these condensed consolidated financial statements.

5 Other segment items consist of other (income) expense, net, and income tax (benefit) provision. Other (income) expense, net consists of interest income, interest
expense related to the royalty obligation, the senior secured term loan and convertible senior note as well as realized and unrealized gains and losses on foreign
currency transactions.
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16. Subsequent Events

ATM Program

In July 2026, the Company completed the sale of 1,818,181 shares of common stock under the 2025 ATM Program, with
an average gross sales price of $27.50 per share, resulting in proceeds of $48.7 million, net of commissions. As of the
issuance date of these financial statements, $46.8 million remained available under the 2025 ATM Program.

Achievement of specified regulatory milestone pursuant to the BMS Agreement

In August 2026, BMS announced the achievement of a specified regulatory milestone under the BMS Agreement, which
requires BMS to make a milestone payment of $10.0 million to the Company. Due to the achievement of the specified
regulatory milestone by BMS, the Company is obligated to make a milestone payment of $2.5 million to Xencor pursuant
to the 2021 Xencor Agreement.

Amendment to 2026 Inducement Plan

In August 2026, the 2026 Inducement Plan was amended to increase the number of equity awards available for grant by
600,000.

Achievement of Near-term Milestone pursuant to the InnoCare Agreement

In August 2026, the Company achieved the Near-term Milestone and is obligated to make a milestone payment of $25.0
million and issue 2,000,000 shares of common stock to InnoCare.

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

MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following information should be read in conjunction with the unaudited financial information and the notes thereto
included in this Quarterly Report and the audited financial information and the notes thereto included in our Annual
Report on Form 10-K that was filed with the Securities and Exchange Commission, or SEC, on March 16, 2026. This
discussion and analysis contain forward-looking statements based upon current beliefs, plans, and expectations related to
future events and our future performance that involve risks, uncertainties, and assumptions, such as statements regarding
our intentions, plans, objectives, and expectations for our business. Our actual results and the timing of events could differ
materially from those discussed in these forward-looking statements as a result of several factors, including those set forth
in the section titled “Risk Factors” in this Quarterly Report on Form 10-Q and in our Annual Report on Form 10-K for the
fiscal year ended December 31, 2025. See also the section titled “Special Note Regarding Forward-Looking Statements.”

Overview

We are a clinical-stage global biopharmaceutical company committed to being a leader in the development and
commercialization of transformative immunology-based therapies for patients in need. With the evolving understanding of
the pathogenesis of autoimmune diseases, along with the expansion of promising immunology-based pharmacologic
targets, we are building an immunology and inflammation (“I&I”) focused biopharmaceutical company. Our core business
strategy combines disciplined product candidate acquisition with strategic deployment of internal expertise and effective
use of external resources. We leverage our experienced executive management team and our established networks
throughout the biopharmaceutical industry to identify, acquire and develop product candidates that we believe can provide
superior clinical benefits to patients living with autoimmune diseases.

Our lead I&I product candidate, obexelimab, is a bifunctional monoclonal antibody designed to bind both CD19 and
FcγRIIb, which are broadly present across B cell lineage, in order to inhibit the activity of cells that are implicated in many
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autoimmune diseases without depleting them. Based on existing clinical data generated to date, we believe that targeting B
cell lineage via CD19 and FcγRIIb can inhibit B cells and has been shown to be well-tolerated.

We are developing obexelimab as a potential I&I franchise for patients in several autoimmune diseases, representing
substantial commercial opportunities individually and in the aggregate. We are conducting clinical trials in IgG4-RD
through a registration-directed Phase  3 trial which reported topline data in January 2026, relapsing multiple sclerosis
(“RMS”) through an ongoing Phase 2, double-blind, randomized, placebo-controlled trial which reported topline data in
October 2025 and systemic lupus erythematosus (“SLE”) through an ongoing Phase 2, double-blind, randomized, placebo-
controlled trial, for which we expect  to report topline results, including biomarker data, in the fourth quarter 2026.

In January 2026, we reported positive results from the Phase 3 trial of obexelimab in patients with IgG4-RD. Obexelimab
met the primary endpoint, demonstrating a highly statistically significant and clinically meaningful 56% reduction in the
risk of IgG4-RD flare compared to placebo (Hazard Ratio  0.44, p=0.0005) and also met and demonstrated highly
statistically significant activity compared to placebo on all four key secondary endpoints. Obexelimab was well tolerated
with a safety profile consistent with that observed in previously completed clinical trials. Based on these results, we
submitted the obexelimab Biologics License Application (“BLA”) to the FDA for the treatment of IgG4-RD in May 2026.
In August, the FDA accepted the Company’s BLA and assigned a Prescription Drug User Fee Act (“PDUFA”) target date
of May 27, 2027. We intend to submit a Marketing Authorization Application to the European Medicines Agency in the
second half of 2026.

In August 2026, we announced that bioequivalence was established between obexelimab delivered via prefilled syringe and
single-dose prefilled pen. The single-dose prefilled pen has the potential to offer a more convenient delivery option for
patients. We intend to submit a supplemental application to obexelimab’s IgG4-RD BLA, if approved, and to include the
bioequivalence data to a European MAA submission in the second half of 2026.

In April 2026, we completed enrollment in the SunStone trial and expect to report topline results, including biomarker data,
in the fourth quarter of 2026. Based on the outcome of the SunStone trial, and considering other factors, we may initiate a
Phase 3 program in patients with SLE in the first half of 2027.

In October 2025, we announced topline data from the MoonStone trial. Obexelimab met the primary endpoint,
demonstrating a statistically significant 95% relative reduction in the cumulative number of new gadolinium-enhancing T1
hyperintense lesions, which are markers of active inflammation, over week 8 and week 12 compared with placebo
(p=0.0009). In February 2026, we reported the 24-week data from the MoonStone trial which confirmed the reductions in
new gadolinium enhancing (“GdE”) T1 hyperintense lesions observed with obexelimab over weeks 8 and 12 were
maintained through week 24; unadjusted mean of new lesions per scan were 0.87 at baseline, 0.08 at week 12 and 0.04 at
week 24 for obexelimab indicating a 95% reduction. The 24-week data from additional secondary and exploratory
endpoints may inform obexelimab’s potential impact on disability progression and help the Company determine next steps
for future development of obexelimab in RMS.  As we continue to evaluate the MoonStone data and consider next steps for
clinical development in this indication, we will consider, among other items, the evolving treatment landscape in RMS,
including existing therapies, current pivotal trial endpoints and prioritization of capital.

In October 2025, we entered into a License Agreement (the “InnoCare License Agreement”) with InnoCare Pharma Inc.
(“InnoCare”). pursuant to which we were granted exclusive rights to develop, manufacture, and commercialize
orelabrutinib, a Bruton’s Tyrosine Kinase inhibitor (“BTK”), for multiple sclerosis (“MS”) worldwide, and in all non-
oncology indications worldwide excluding mainland China, Hong Kong, Macau and Taiwan (“greater China”), and Brunei,
Burma, Cambodia, Timor-Leste, Indonesia, Laos, Malaysia, Philippines, Singapore, Thailand and Vietnam (“Southeast
Asia”), as well as two early-development product candidates: ZB021, an IL-17AA/AF inhibitor, in all fields of use
worldwide excluding greater China and Southeast Asia, and ZB022, a TYK2 inhibitor, in all fields of use worldwide.

Orelabrutinib is a highly selective and central nervous system (“CNS”) penetrant, oral small molecule BTK inhibitor.
Orelabrutinib is designed to bind irreversibly to BTK with minimal off-target effects, which may potentially reduce certain
side effects. We believe orelabrutinib is designed to efficiently cross the blood-brain barrier, reaching therapeutic levels
within the CNS to directly target inflammation in diseases like MS.
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In September 2025, the Phase 3 PriMroSe trial of orelabrutinib in patients with primary progressive multiple sclerosis
(“PPMS”) was initiated. The PriMroSe trial is a global, multicenter, randomized, double-blind, placebo-controlled clinical
trial evaluating the safety and efficacy of orelabrutinib dosed 80 mg once daily (“QD”) compared to placebo in patients
with PPMS, with a primary endpoint of time to onset of 12-week composite confirmed disability progression. In March of
2026, we initiated a second global, Phase 3, multicenter, randomized, double-blind, placebo-controlled clinical trial
evaluating orelabrutinib dosed 80 mg QD compared to placebo in patients with non-active secondary progressive multiple
sclerosis (“naSPMS”), with a primary endpoint of time to onset of 24-week CDP.

ZB021 is an oral IL-17AA/AF inhibitor designed to block both IL-17AA homodimer and IL-17AF heterodimer signaling.
Preclinical studies for ZB021 have shown favorable PK and ADME properties. ZB021 achieved comparable activity in
vivo to a reference anti-IL-17 biologic in a rat CIA model. We, along with our partner, InnoCare, initiated a Phase 1 clinical
study in the second quarter of 2026.

ZB022 is an oral, brain-penetrant TYK2-JH2 inhibitor, currently in IND-enabling studies. Subject to the results of
Investigational New Drug (“IND”) enabling studies, we expect to initiate a Phase 1 clinical study in 2027.

We are also advancing ZB014, a half-life extended anti-CD-19 and FcγRIIb monoclonal antibody, currently in IND-
enabling studies. Subject to the results of IND-enabling studies, we expect to initiate a Phase 1 clinical study in 2027.

In addition, we have two other programs for the potential treatment of other I&I indications that we may continue to
advance and ultimately commercialize with partners. These consist of ZB002 and ZB004. We retain global rights for both
assets. In addition, we hold the development and commercialization rights to one regional program, ZB001, and related
programs, which were exclusively sublicensed to a partner in China, as discussed below.

In September 2024, we completed our initial public offering (“IPO”) in which we issued and sold an aggregate of
15,220,588 shares of our common stock, including 1,985,294 shares of common stock sold pursuant to the full exercise of
the underwriter’s option to purchase additional shares, at a public offering price of $17.00 per share, for aggregate gross
proceeds of $258.7 million. We received $234.3 million in net proceeds after deducting underwriting discounts,
commissions and other offering costs.

In October 2024, we entered into the Novation Agreement with Tenacia Biotechnology (Hong Kong) Limited (“Tenacia”),
under which we transferred our rights and obligations under our agreements with Dianthus to Tenacia for ZB005. As partial
consideration for the Tenacia Agreement, we received a non-creditable, non-refundable upfront fee of $5.0 million from
Tenacia. In June 2026, we recorded collaboration and license revenue of $1.0 million upon successful achievement of a
development milestone. In addition, we are eligible to receive up to an additional $85.0 million upon the achievement of
certain future regulatory and commercial milestones.

In January 2025, we entered into the Zai License Agreement, with Zai Lab (Hong Kong) Limited (“Zai”), under which we
granted to Zai an exclusive sublicense to develop and commercialize ZB001 and related programs in greater China. As
partial consideration for the Zai License Agreement, we received an upfront fee of $10.0 million from Zai. In addition, we
are eligible to receive up to $96.0 million upon the achievement of certain future development and commercial milestones
and royalty percentage rates from the low to mid-single digits, net of pass-through obligations due to Viridian.

In September 2025, we entered into the Revenue Participation Right and Sales Agreement (the “Royalty Purchase
Agreement”), with Royalty Pharma Investments 2019 ICAV (“Royalty Pharma”), pursuant to which Royalty Pharma
purchased the right to receive, for each calendar quarter, (i) 5.5% of net sales of obexelimab products sold by us and our
affiliates worldwide, (ii) 5.5% of net sales of obexelimab products sold by licensees of us and our affiliates in the U.S., the
United Kingdom and the European Union, (iii) 25% of royalty income payable to us or any of our affiliates on sales of
obexelimab products in countries other than the U.S., the United Kingdom, and in the European Union by its licensees
pursuant to out-licenses less royalty payments payable by us to Xencor Inc. and (iv)  25% of non-royalty income
attributable to obexelimab products payable to us or any of our affiliates by its licensees (other than certain milestone
payments payable by Bristol-Myers Squibb) pursuant to out-licenses and allocated to countries other than the U.S., the
United Kingdom and in the European Union.
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In October 2025, we entered into a License Agreement (the “InnoCare License Agreement”) with InnoCare Pharma Inc.
(“InnoCare”), under which InnoCare granted to us the exclusive rights to develop, manufacture, and commercialize: i)
orelabrutinib, in the MS field worldwide, and in all non-oncology indications outside greater China and Southeast Asia, ii)
ZB021 in all fields of use worldwide, excluding greater China and Southeast Asia and iii) ZB022 in all fields of use
worldwide. We also obtained certain non-exclusive rights to perform development and manufacturing activities in greater
China and Southeast Asia. As consideration for the InnoCare License Agreement, we made a non-refundable upfront
payment of $35.0 million. We also issued 5,000,000 shares of common stock to InnoCare in a private placement, and we
may be required to issue an additional 2,000,000 shares of common stock in a private placement, upon the achievement of
a specified development milestone related to a Phase 3 clinical trial for orelabrutinib in any indication other than PPMS.
We are further obligated to pay future regulatory and commercial milestones of up to $723.0 million related to
orelabrutinib and future development, regulatory, and commercial milestones of   up to $636.0 million for ZB021, and
$656.0 million for ZB022. In addition, we may be obligated to pay royalties on net sales at rates ranging from high-single
digits to high-teens for orelabrutinib, and mid-single digits to mid-teens for the preclinical compounds.

Since inception, our operations have focused on research and development activities with respect to our product candidates
as described above, as well as raising capital, business planning, organizing and staffing our company, establishing our
intellectual property portfolio, establishing arrangements with third parties for the manufacture of our product candidates
and related raw materials, and providing general and administrative support for these operations. We have financed our
operations to date primarily with the proceeds from the issuance of convertible preferred stock, convertible senior notes,
from the sale of common stock in our IPO completed in September 2024, private and public equity offerings, as well as
from payments received under our license, collaboration and royalty purchase agreements and the senior secured term loan
with Pharmakon Advisors, LP (“Pharmakon”). In October 2025, we closed our private investment in public equity
(“PIPE”) of 6,311,030 shares of common stock for net proceeds of approximately $111.8 million, after deducting agent
fees and other offering costs. Additionally, in October 2025, we entered into a sales agreement with Jefferies LLC
(“Jefferies”) under which we may, from time to time, issue and sell shares of our common stock having aggregate sales
proceeds of up to $200.0 million, in a series of one or more at-the-market (“ATM”) equity offerings (“2025 ATM
Program”).  During the six months ended June 30, 2026, we sold 2,827,723 shares of common stock under the 2025 ATM
Program, with proceeds of $71.5 million, net of commissions. As of June 30, 2026, $96.8 million remained available under
the 2025 ATM Program. Further in March 2026, we entered into the Loan Agreement with the Collateral Agent, BPCR
Limited Partnership and BioPharma Credit Investments V (Master) LP, which are funds managed by Pharmakon,
providing for up to a $250.0 million term loan facility consisting of several tranches of loans that will become available
upon the achievement of certain milestones.

We have incurred significant operating losses and negative cash flows since inception. Our ability to generate product
revenue sufficient to achieve profitability will depend heavily on the successful development and eventual
commercialization of one or more of our product candidates. Our net losses for the three and six months ended June 30,
2026 were $111.5 million and $192.4 million, respectively, and we recorded net loss of $52.2 million and $85.8 million, for
the three and six months ended June 30, 2025. As of June 30, 2026, we had an accumulated deficit of $957.6 million. We
expect to continue to incur significant and increasing losses for the foreseeable future. We expect that our expenses and
capital requirements will increase substantially in connection with our ongoing activities, particularly if and as we:

● continue clinical development of obexelimab, orelabrutinib and our other programs;

● advance our obexelimab and orelabrutinib programs and our other product candidates through preclinical
development and clinical trials;

● identify additional product candidates and acquire rights from third parties to those product candidates through
licenses or acquisitions and conduct development activities, including preclinical studies and clinical trials;

● make royalty, milestone or other payments under current, and any future, license, synthetic royalty or
collaboration agreements;

● make payments under current, and any future, secured term loans and convertible senior notes.
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● procure the manufacturing of preclinical, clinical and commercial supply of our current or any future product
candidates;

● seek marketing regulatory approvals for our current or any future product candidates that successfully complete
clinical trials;

● commercialize our current or any future product candidates, if approved;

● take steps toward our goal of being an integrated biopharma company capable of supporting commercial
activities, including establishing sales, marketing and distribution infrastructure;

● continue to develop, maintain and defend our intellectual property portfolio, including against third-party
interference, infringement and other intellectual property claims, if any;

● seek to attract, hire and retain qualified clinical, scientific, operations and management personnel;

● add and maintain operational, financial and information management systems;

● attempt to address any competing therapies and market developments;

● experience delays in our preclinical studies, clinical trials or regulatory approval for our current or any future
product candidates, including with respect to failed studies, inconclusive results, safety issues or other regulatory
challenges;

● establish agreements with contract research organizations (“CROs”) and contract manufacturing organizations
(“CMOs”); and

● incur additional costs associated with being a public company, including audit, legal, regulatory, and tax-related
services associated with maintaining compliance with an exchange listing and SEC requirements, director and
officer insurance premiums and investor relations costs.

We will not generate revenue from product sales unless and until we successfully complete clinical development and obtain
regulatory approval for a product candidate, and we cannot assure investors that we will ever generate significant revenue
or profits. In addition, if we obtain regulatory approval for a product candidate and do not enter into a third-party
commercialization partnership, we expect to incur significant expenses related to developing our commercialization
capability to support product sales, marketing, manufacturing and distribution activities. We expect to continue to incur
significant losses for the foreseeable future as we continue to advance the development of our product candidates and incur
additional costs associated with being a public company. Our net losses may fluctuate significantly from period to period,
depending on the timing of our planned clinical studies and expenditures related to our research and development activities.
Cash used to fund operating expenses is impacted by the timing of when we pay these expenses, as reflected in the change
in our accounts payable and accrued research and development and other current liabilities.

We will need to continue to raise substantial additional capital to support our continuing operations and pursue our growth
strategy as a public company. Until such time as we can generate significant revenue from product sales, if ever, we expect
to finance our operations through a combination of public or private equity financings, debt financings or other capital
sources, which could include collaborations with other companies, or other strategic transactions and licensing agreements.
We may be unable to obtain financing on acceptable terms, or at all, and we may be unable to enter into collaborations or
other arrangements. Our failure to raise capital or enter into such agreements as, and when, needed, could have a material
adverse effect on our business, prospects, results of operations, and financial condition, including requiring us to have to
delay, reduce or eliminate product development or future commercialization efforts, or grant rights to develop and market
potential future product candidates that we would otherwise prefer to develop and market ourselves.
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As there are numerous risks and uncertainties associated with development of I&I therapeutics, 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. Even if we are
able to generate product sales, we may not become profitable. We will need to generate significant revenue to achieve
profitability, and we may never do so. If we fail to become profitable or are unable to sustain profitability on a continuing
basis, then we may be unable to continue our operations at planned levels and be forced to reduce or terminate our
operations.

As of June 30, 2026, we had $673.9 million in cash, cash equivalents and investments. We expect that our existing cash,
cash equivalents and investments will be sufficient to fund our capital and operating expenditures for at least twelve
months from the date of the issuance of these unaudited condensed consolidated financial statements. We estimate that our
existing cash, cash equivalents and investments will be sufficient to fund our projected operations and capital expenditure
requirements into 2029. Assuming receipt of the potential $75 million milestone payment from Royalty Pharma combined
with the potential $75 million from the senior secured term loan with Pharmakon associated with achieving FDA
marketing approval of obexelimab for IgG4-RD, we expect our cash, cash equivalents and investments will fund our
operating expenses and capital expenditure requirements at least through the second quarter of 2029. We have based this
estimate on our current assumptions, which may prove to be wrong, and we may exhaust our available capital resources
sooner than we expect. See section titled “Liquidity and Capital Resources.”

Significant Risks and Uncertainties

The current geopolitical, trade, regulatory and economic environment, including, but not limited to imposition of new
tariffs or increases in tariff rates and other trade measures, may materially affect our business and operating results by
increasing the costs of our clinical trial materials and supplies, which in turn increase our overhead costs. Additionally, the
ongoing recession risk together with the foregoing, could result in further economic uncertainty and volatility in the capital
markets in the near term and, as a result could negatively affect our operations. Furthermore, such economic conditions
have produced downward pressure on share prices. Such economic conditions could increase our operating costs, including
our labor costs and research and development costs. For example, we import drug products and other components from and
into China for use in the manufacturing process and in our clinical studies, and such components and products are subject
to tariffs, which we anticipate will result in increased costs. Our operating and labor costs and research and development
costs may also be negatively impacted due to supply chain constraints, global geopolitical tensions, worsening
macroeconomic conditions and employee availability and wage increases, which may result in additional stress on our
working capital.

Additionally, we are subject to other challenges and risks specific to our business and our ability to execute on our strategy,
as well as risks and uncertainties common to companies in the clinical stage biopharmaceutical industry.

Components of Our Results of Operations

Revenue

To date, we have no product candidates approved for commercial sale in any country, and we have not generated any
revenues from the sale of products. Our revenue has been derived from collaboration arrangements and license fees.

License and Collaboration Revenue

License and collaboration revenue may be generated from milestones achieved under our BMS Agreement, our Tenacia
Agreement and our Zai License Agreement.

Pursuant to the BMS Agreement, we sublicensed the rights to develop and commercialize obexelimab in Japan,
South  Korea, Taiwan, Singapore, Hong Kong and Australia (the “BMS Territory”). We retain exclusive rights to
commercialize the licensed products containing obexelimab outside of the BMS Territory. The revenue recognized to date
pursuant to this arrangement relates to the license of obexelimab and the related technology transfer, which was recognized
upon delivery of the license. This arrangement includes the participation by BMS in certain joint global studies of
obexelimab in accordance with the terms of the BMS Agreement, in which BMS will reimburse us for its share of the
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related study costs. Such reimbursements will be classified as a reduction to research and development expense in the
period such costs are incurred. We will recognize development and regulatory milestones defined in the BMS Agreement
when the achievement of the underlying milestone events is deemed probable, which is expected to be upon achievement.
Sales milestones and royalties on future sales will be recognized in the period the related sales occur.

Pursuant to the Tenacia Agreement, we transferred our rights, title, interest, liabilities, duties and obligations under the
Option and License Agreements with Dianthus to Tenacia for ZB005. The revenue recognized to date pursuant to this
arrangement relates to the novation of the ZB005 license, asset transfer and technology transfer, which was recognized
upon delivery of the license, related assets and technology transfer as well as revenue related to a certain development
milestone which was recognized upon achievement of such milestone. We will recognize additional development and
regulatory milestones as defined in the Tenacia Agreement when the achievement of the underlying milestone events is
deemed probable, which is expected to be upon achievement. Sales milestones and royalties on future sales will be
recognized in the period the related sales occur.

Pursuant to the Zai License Agreement, we granted Zai an exclusive sublicense to develop and commercialize ZB001 and
related programs in greater China. As partial consideration for the Zai License Agreement, we received an upfront fee of
$10.0 million from Zai. In addition, we are eligible to receive up to $96.0 million upon the achievement of certain
development and commercial milestones and royalty percentage rates from the low to mid-single digits, net of pass-
through obligations due to Viridian.

For a more detailed description of these agreements, see Note 7, License and Collaboration Revenue, to our unaudited
condensed consolidated financial statements in this Quarterly Report.

Operating Expenses

Our operating expenses consist of (i) research and development expenses, (ii) general and administrative expenses and (iii)
acquired in-process research and development expenses.

Research and Development Expenses

Research and development expenses account for a significant portion of our operating expenses and consist primarily of
external and internal costs incurred in connection with the preclinical and clinical development of our product candidates,
and include:

Direct Costs:

● external research and development expenses incurred under agreements with CROs and consultants that conduct
our clinical studies and other scientific development services;

● costs incurred under agreements with CMOs for manufacturing material for our preclinical studies and clinical
trials;

● costs to obtain and maintain licenses to intellectual property, and related future payments should milestones
described in those agreements be achieved; and

● costs related to compliance with regulatory requirements.

Indirect Costs:

● employee-related expenses including salaries, bonuses, benefits, stock-based compensation and other related
costs for those employees involved in research and development activities; and

● costs of outside consultants, including their fees, stock-based compensation and related travel expenses.
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We expense research and development costs as incurred. We recognize external development costs based on an evaluation
of the progress to completion of specific tasks using information provided to us by our vendors or our estimate of the level
of service that has been performed at each reporting date. Payments for these external development activities are based on
the terms of the individual agreements, which may differ from the pattern of costs incurred, and are reflected in our
condensed consolidated financial statements as prepaid expenses or accrued expenses. Nonrefundable advance payments
for goods or services to be received in the future for use in research and development activities are deferred and
capitalized, even when there is no alternative future use for the research and development. The capitalized amounts are
expensed as the related goods are delivered or the services are performed.

A significant portion of our research and development costs have been external costs, which we track on an individual
product candidate basis after a clinical product candidate has been identified. We utilize third party contractors for our
research and development activities and CMOs for our manufacturing activities and we do not have our own laboratory or
manufacturing facilities. Therefore, we have no material facilities expenses attributed to research and development. Our
internal research and development costs are primarily personnel-related costs and other indirect costs. We do not track
internal costs on a program specific or stage of program basis because these costs are deployed across multiple programs
and, as such, are not separately classified.

Where we share costs with our collaboration partners, such as in our BMS Agreement, research and development expenses
may include cost sharing reimbursements from our partners.

Research and development activities are central to our business model. We expect that our research and development
expenses will continue to increase for the foreseeable future as we advance clinical trials for our product candidates, pursue
additional indications, continue to develop additional product candidates, expand our headcount and maintain, expand and
enforce our intellectual property portfolio. We also expect our manufacturing costs to increase with our CMOs as we scale
up our processes for commercial manufacturing. Product candidates in later stages of clinical development will generally
have higher development costs than those in earlier stages of clinical development, primarily due to the increased size and
duration of later-stage clinical trials and additional manufacturing activities. There are numerous factors associated with the
successful development and commercialization of any product candidates we may develop, including the safety and
efficacy of our product candidates, investment in our clinical programs, manufacturing capability and competition with
other products, and future commercial and regulatory factors beyond our control that will impact our clinical development
program and plans.

The successful development of our current product candidates, or any product candidates we may develop in the future is
highly uncertain. Therefore, we cannot reasonably estimate or know the nature, timing and estimated costs of the efforts
that will be necessary to complete the development and commercialization of our product candidates, if approved, and any
other product candidates that we may develop. We are also unable to predict when, if ever, material net cash inflows will
commence from the sale of any current or future product candidate, if approved. This is due to the numerous risks and
uncertainties associated with product development, including the uncertainty of:

● the scope, timing and progress of our ongoing clinical studies and other research and development activities
associated with the development of our current and future product candidates;

● the number and scope of preclinical and clinical programs we decide to pursue;

● our ability to maintain our current research and development programs and to establish new programs;

● the timing of and successful patient enrollment in, and the initiation and completion of, clinical trials;

● the successful completion of clinical trials with safety, tolerability and efficacy profiles that are satisfactory to the
FDA, or any comparable foreign regulatory authority;

● the timing, receipt and terms of any marketing approvals from applicable regulatory authorities;
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● our ability to establish new licensing or collaboration arrangements;

● the performance of our future collaborators, if any;

● our ability to establish and maintain arrangements with third-party manufacturers for the commercial supply of
products that receive marketing approval, if any;

● development and timely delivery of commercial-grade drug formulations that can be used in our planned clinical
trials and for commercialization;

● obtaining, maintaining, defending and enforcing patent claims and other intellectual property rights;

● our ability to hire additional personnel and consultants as our business grows, including additional executive
officers and clinical development, regulatory, chemistry, manufacturing, and controls, quality and commercial
personnel;

● commercializing product candidates, if approved, whether alone or in collaboration with others;

● the costs and timing of establishing or securing sales and marketing capabilities for our product candidates if
approved;

● the imposition of new laws and regulations, including those relating to labor conditions and safety standards,
information and data transfer, imports, duties, taxes, and other charges on imports, as well as trade restrictions
and restrictions on currency exchange or the transfer of funds, particularly new or increased tariffs imposed on
imports, and as a result supply-related costs, from countries where our suppliers operate, as well as tariffs that
impact the biopharmaceutical industry generally;

● our ability to achieve sufficient market acceptance, coverage and adequate reimbursement from third-party payors
and adequate market share and revenue for any approved products; and

● maintaining a continued acceptable safety profile of the product candidates following approval.

Any changes in the outcome of any of these variables with respect to the development of our current product candidates or
any future product candidates in preclinical and clinical development could mean a significant change in the costs and
timing associated with the development of these product candidates. For example, if the Food and Drug Administration
(“FDA”) or another regulatory authority were to delay our planned start of clinical trials or require us to conduct clinical
trials or other testing beyond those that we currently anticipate would be required for the completion of clinical
development, or if we experience significant delays in enrollment in any clinical trials following the FDA’s acceptance and
clearance of an IND, we could be required to expend significant additional financial resources and time to complete
clinical development than we currently expect. We may never obtain regulatory approval for any product candidates that
we develop.

General and Administrative Expenses

General and administrative expenses consist primarily of personnel-related expenses, including salaries, bonuses, benefits,
and stock-based compensation expenses for personnel in executive, finance, accounting, human resources and other
administrative functions. Other significant general and administrative expenses include legal fees relating to intellectual
property and corporate matters, professional fees paid for accounting, auditing, tax and consulting and other professional
services, and expenses for rent, insurance and other operating costs not otherwise classified as research and development
expenses.

We anticipate that our general and administrative expenses will increase in the next few years as we increase our headcount
to support our continued research and development activities of our product candidates. These increases will likely include
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increased costs related to the hiring of additional personnel and fees to outside consultants, among other expenses. We also
anticipate increased expenses associated with being a public company, including costs for accounting, audit, legal,
regulatory and tax-related services associated with maintaining compliance with the rules  and regulations of the SEC,
listing standards applicable to companies listed on a national securities exchange, director and officer insurance costs, and
investor and public relations costs. In addition, if we obtain regulatory approval for our current product candidates or any
product candidates we may develop in the future and do not enter into a third-party commercialization collaboration, we
expect to incur significant expenses related to building a sales and marketing team to support product sales, marketing and
distribution activities. We will also incur pre-commercialization expenses to facilitate commercial readiness, as we prepare
for a potential product candidate approval.

Acquired In-Process Research and Development Expenses

We expense acquisition costs for assets purchased for use in research and development activities that have no alternative
future use as in-process research and development (“IPR&D”) expenses as of the acquisition date. When we become
obligated to make contingent milestone payments under the terms of the agreements by which we acquired the IPR&D
assets, we will recognize additional IPR&D expense. We measure and recognize contingent consideration in the period in
which the related milestone is achieved and becomes payable. Certain agreements may require the payment of milestones
in shares of our common stock, which if determined not to be a derivative or liability are recognized as acquired IPR&D
expense and a component of equity based on the fair value of the shares at execution.

Total Other Income (Expense), Net

Other Income (Expense), Net

Other income (expense), net primarily consists of interest expense related to our royalty obligation, our senior secured term
loan and our convertible senior notes, income generated from cash equivalents and investments as well as realized and
unrealized gains and losses on foreign currency transactions.

Income Taxes

Since our inception, we have not recorded income tax benefits for any of our deferred tax assets, including the net
operating losses (“NOLs”) incurred or the research and development tax credits generated in each  year, as we have
concluded that it is more likely than not that these deferred tax assets will not be realized.
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Results of Operations

Comparison of the Three Months Ended June 30, 2026 and 2025

The following table summarizes our results of operations for each of the periods presented (in thousands):

Three Months Ended June 30,

2026 2025
Increase

(Decrease)
Revenue:

License and collaboration revenue   ​ ​$  1,000   ​ ​$  — $  1,000
Total revenue  1,000  —  1,000

Operating expenses:
Research and development $  62,913 $  43,027 $  19,886
General and administrative  15,746  12,136  3,610
Acquired in-process research and development  30,000  —  30,000

Total operating expenses  108,659  55,163  53,496
Loss from operations  (107,659)  (55,163)  (52,496)
Other income (expense), net:   ​   ​

Interest expense on royalty obligation  (6,837)  —  (6,837)
Interest expense on senior secured term loan  (1,720)  —  (1,720)
Interest expense on convertible note  (1,745)  —  (1,745)
Interest income  6,603  2,743  3,860
Other income (expense), net  16  217  (201)

Total other income (expense), net  (3,683)  2,960  (6,643)
Loss before income taxes  (111,342)  (52,203)  (59,139)
Income tax provision (benefit)  114  20  94
Net loss $  (111,456) $  (52,223) $  (59,233)

Revenue

For the three months ended June 30, 2026, we recognized license and collaboration revenue of $1.0 million, related to the
achievement of a development milestone under the Tenacia Agreement. For the three months ended June 30, 2025, we did
not recognize any license and collaboration revenue.

Research and Development Expenses

The following table summarizes our research and development expenses for each of the periods presented (in thousands):

Three Months Ended June 30,

2026 2025
Increase

(Decrease)
Direct research and development expenses by program:

Obexelimab   ​ ​ ​$  29,394   ​ ​ ​$  29,894   ​ ​ ​$  (500)
Orelabrutinib  11,206  —  11,206
Other programs (ZB002, ZB004, ZB014, ZB021 & ZB022)  1,458  400  1,058
Partnered regional programs (ZB001 & ZB005)  (24)  (137)  113

Unallocated research and development expenses:
Personnel related expenses (including stock-based
compensation)  18,481  12,303  6,178
Other expenses  2,398  567  1,831

Total research and development expenses $  62,913 $  43,027 $  19,886
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Research and development expenses were $62.9 million for the three months ended June 30, 2026, compared to $43.0
million for the three months ended June 30, 2025. The increase of $19.9 million was primarily attributable to the following:

● $0.5 million decrease in costs related to the development of obexelimab, our lead product candidate, driven by
$0.8 million decrease in manufacturing costs for clinical trial materials offset by a $0.3 million increase in clinical
trial, development and regulatory costs;

● a $11.2 million increase in costs related to the development of orelabrutinib, driven by clinical trial and regulatory
costs; and

● a $6.2 million increase in personnel costs, including a $4.3 million increase in salary and benefit related expense,
due to an increase in headcount, a $1.7 million increase in stock-based compensation expense, and a $0.2 million
increase in external contractor expenses and other personnel costs.

General and Administrative Expenses

The following table summarizes our general and administrative expenses for each of the periods presented (in thousands):

Three Months Ended June 30,

2026 2025
Increase

(Decrease)
Personnel related expenses (including stock-based compensation)   ​ ​ ​$  10,808   ​ ​ ​$  8,508   ​ ​ ​$  2,300
Legal and professional fees    4,447    2,073  2,374
Facilities and other expenses    491    1,555  (1,064)

Total general and administrative expenses $  15,746 $  12,136 $  3,610

General and administrative expenses were $15.7 million for the three months ended June 30, 2026, compared to $12.1
million for the three months ended June 30, 2025. The increase of $3.6 million was primarily attributable to the following:

● a $2.3 million increase in personnel costs, including a $1.7 million increase in salary and benefit related expense,
primarily due to an increase in headcount to support pre-commercialization efforts, a $0.8 million increase in
stock-based compensation expense, offset by a $0.1 million decrease in external contractor expense and other
personnel costs, and a $0.1 million decrease in recruiting expense; and

● a $2.4 million increase in legal and professional fees, including consulting, pre-commercialization efforts, audit
and tax expenses, primarily attributable to company growth and continued operations as a public company.

Acquired In-Process Research and Development Expenses

For the three months ended June 30, 2026, acquired IPR&D expenses were $30.0 million, which included $10.0 million,
related to the achievement of a milestone under the Xencor Agreement and related to the completion of the FDA marketing
authorization submission for obexelimab and $20.0 million, related to the achievement of a Regulatory Milestone under the
InnoCare Agreement. The Company did not recognize any acquired IPR&D expenses for the three months ended June 30,
2025.

Total Other Income (Expense), Net

For the three months ended June 30, 2026, total other income (expense), net was $3.7 million of expense, compared to $3.0
million of income for the three months ended June 30, 2025. The change of $6.6 million is primarily related to an
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increase in interest expense of $10.3 million related to our royalty obligation, senior secured term loan and convertible
senior notes, partially offset by interest income related to higher cash, cash equivalents and investments balances.

Comparison of the Six Months Ended June 30, 2026 and 2025

The following table summarizes our results of operations for each of the periods presented (in thousands):

Six Months Ended June 30,

2026 2025
Increase

(Decrease)
Revenue:

License and collaboration revenue   ​ ​$  1,000   ​ ​$  10,000 $  (9,000)
Total revenue  1,000  10,000  (9,000)

Operating expenses:
Research and development $  123,352 $  77,942 $  45,410
General and administrative  32,657  24,551  8,106
Acquired in-process research and development  30,000  —  30,000

Total operating expenses  186,009  102,493  83,516
Loss from operations  (185,009)  (92,493)  (92,516)
Other income (expense), net:   ​   ​

Interest expense on royalty obligation  (13,100)  —  (13,100)
Interest expense on senior secured term loan  (2,088)  —  (2,088)
Interest expense on convertible note  (1,745)  —  (1,745)
Interest income  9,621  6,136  3,485
Other (expense) income, net  (8)  376  (384)

Total other income (expense), net  (7,320)  6,512  (13,832)
Loss before income taxes  (192,329)  (85,981)  (106,348)
Income tax provision (benefit)  114  (185)  299
Net loss $  (192,443) $  (85,796) $  (106,647)

Revenue

For the six months ended June 30, 2026, we recognized license and collaboration revenue of $1.0 million, related to the
achievement of a development milestone under the Tenacia Agreement. For the six months ended June 30, 2025, we
recognized revenue of $10.0 million related to the one-time non-refundable upfront cash payment under the Zai License
Agreement that was recognized upon delivery of the license and related technology transfer.  
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Research and Development Expenses

The following table summarizes our research and development expenses for each of the periods presented (in thousands):

Six Months Ended June 30,

2026 2025
Increase

(Decrease)
Direct research and development expenses by program:

Obexelimab   ​ ​ ​$  61,154   ​ ​ ​$  53,254   ​ ​ ​$  7,900
Orelabrutinib  21,307  —  21,307
Other programs (ZB002, ZB004, ZB014, ZB021 & ZB022)  2,026  736  1,290
Partnered regional programs (ZB001 & ZB005)  (24)  (37)  13

Unallocated research and development expenses:
Personnel related expenses (including stock-based
compensation)  35,040  23,081  11,959
Other expenses  3,849  908  2,941

Total research and development expenses $  123,352 $  77,942 $  45,410

Research and development expenses were $123.4 million for the six months ended June 30, 2026, compared to $78.0
million for the six months ended June 30, 2025. The increase of $45.4 million was primarily attributable to the following:

● a $7.9 million increase in costs related to the development of obexelimab, our lead product candidate, driven by a
$4.2 million increase in clinical trial, development and regulatory costs and a $3.7 million increase in
manufacturing costs for clinical trial materials;

● a $21.3 million increase in costs related to the development of orelabrutinib, driven by clinical trial and regulatory
costs; and

● a $12.0 million increase in personnel costs, including a $8.2 million increase in salary and benefit related
expense, due to an increase in headcount, a $3.3 million increase in stock-based compensation expense, and a
$0.5 million increase in external contractor expenses and other personnel costs.

General and Administrative Expenses

The following table summarizes our general and administrative expenses for each of the periods presented (in thousands):

Six Months Ended June 30,

2026 2025
Increase

(Decrease)
Personnel related expenses (including stock-based compensation)   ​ ​ ​$  23,413   ​ ​ ​$  17,216   ​ ​ ​$  6,197
Legal and professional fees    8,140    4,226  3,914
Facilities and other expenses    1,104    3,109  (2,005)

Total general and administrative expenses $  32,657 $  24,551 $  8,106

General and administrative expenses were $32.7 million for the six months ended June 30, 2026, compared to $24.6
million for the six months ended June 30, 2025. The increase of $8.1 million was primarily attributable to the following:

● a $6.2 million increase in personnel costs, including a $3.4 million increase in salary and benefit related expense,
primarily due to an increase in headcount to support pre-commercialization efforts, a $3.1 million increase in
stock-based compensation expense, and a $0.1 million increase in external contractor expenses and other
personnel costs, offset by a $0.4 million decrease in recruiting expense; and
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● a $3.9 million increase in legal and professional fees, including consulting, pre-commercialization efforts, audit
and tax expenses, primarily attributable to company growth and continued operations as a public company.

Acquired In-Process Research and Development Expenses

For the six months ended June 30, 2026, acquired IPR&D expenses were $30.0 million, which included $10.0 million,
related to the achievement of a milestone under the Xencor Agreement and related to the completion of the FDA marketing
authorization submission for obexelimab and $20.0 million, related to the achievement of a Regulatory Milestone under the
InnoCare Agreement.  The Company did not recognize any acquired IPR&D expenses for the six months ended June 30,
2025.

Total Other Income (Expense), Net

For the six months ended June 30, 2026, total other income (expense), net was $7.3 million of expense, compared to $6.5
million of income for the six months ended June 30, 2025. The change of $13.8 million is primarily related to an increase
in interest expense of $16.9 million related to our royalty obligation, senior secured term loan and convertible senior notes,
partially offset by interest income related to higher cash, cash equivalents and investments balances.

Liquidity and Capital Resources

Overview

We have incurred significant operating losses since inception. We have not yet commercialized any product candidates, and
we do not expect to generate revenue from sales of any product candidates or from other sources until 2027 at the earliest,
if at all. As of June 30, 2026, we had $673.9 million in cash, cash equivalents, and investments and we had an accumulated
deficit of $957.6 million. Through June 30, 2026, we have funded our operations primarily with gross proceeds of $358.0
million through the sale and issuance of preferred stock and convertible notes, net proceeds from the sale of common stock
of $234.3 million after deducting underwriting discounts, commissions and other offering costs from our IPO, $111.8
million, after deducting placement fees and other offering costs from our PIPE offering, $100.1 million, after deducting
commissions and other offering costs from our 2025 ATM Program, $330.4 million, after deducting commissions and
issuance costs from our current convertible notes and equity offering inclusive of the underwriters’ exercise of the
overallotment option in full, as well as $65.0 million from our BMS Agreement, Tenacia Agreement and Zai License
Agreement, collectively, $71.3 million after deducting issuance cost, from our Royalty Purchase Agreement and $72.0
million from the first tranche under our debt arrangement with Pharmakon after deducting discounts and issuance costs.

Future Funding Requirements:

We expect that our available cash, cash equivalents and investments, as of June 30, 2026, will be sufficient to fund our
capital and operating expenditures for at least the next twelve months from the date of the issuance of this Quarterly Report
on Form 10-Q. We estimate that our existing cash, cash equivalents and investments will be sufficient to fund our projected
operations and capital expenditure requirements into 2029. Assuming receipt of the potential $75 million milestone
payment from Royalty Pharma combined with the potential $75 million from the senior secured term loan with Pharmakon
associated with achieving FDA marketing approval of obexelimab for IgG4-RD, we expect that our cash, cash equivalents
and investments will fund our operating expenses and capital expenditure requirements at least through the second quarter
of 2029.

Our primary uses of capital are, and we expect to continue to be, third-party clinical research and development services,
manufacturing costs, pre-commercialization expenses, compensation and related expenses, legal and other regulatory
expenses and general overhead costs. We have based our estimates on assumptions that may prove to be incorrect, and we
could use our capital resources sooner than we currently expect.

Additionally, the process of testing drug candidates in clinical trials is costly, and the timing of progress in these trials is
uncertain. We cannot estimate the actual amounts necessary to successfully complete the development and
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commercialization of our product candidates or whether, or when, we may achieve profitability. Our future funding
requirements will depend on, and could increase significantly as a result of, many factors, including:

● the scope, timing, progress results and costs of our ongoing clinical studies and other research and development
activities associated with the development of our other and future product candidates;

● the costs, timing and outcome of regulatory review of product candidates;

● the costs of future activities, including product sales, medical affairs, marketing, manufacturing, and distribution,
for any product candidates for which we receive marketing approval;

● the costs of establishing and maintaining arrangements with third-party manufacturers for the commercial supply
of products that receive marketing approval, if any;

● the costs and timing of manufacturing for obexelimab, orelabrutinib and other product candidates, including
commercial manufacturing at sufficient scale, if any product candidate is approved, including as a result of
inflation, any supply chain issues or component shortages;

● the revenue, if any, received from commercial sale of our products, should any product candidates receive
marketing approval;

● the cash requirements of any future acquisitions or discovery of product candidates;

● the cost and timing of attracting, hiring and retaining skilled personnel to support our operations and continued
growth;

● the cost of implementing operational, financial and management systems;

● the costs of preparing, filing and prosecuting patent applications, maintaining and enforcing our intellectual
property rights and defending intellectual property-related claims;

● our ability to establish and maintain collaborations, strategic partnerships or marketing, distribution, licensing or
other strategic arrangements with third parties on favorable terms, if at all;

● our ability to achieve sufficient market acceptance, coverage and adequate reimbursement from third-party payors
and adequate market share and revenue for any approved products;

● the timing, receipt and amount of sales of, or milestone payments related to or royalties on, current or future
product candidates, if any; and

● the costs associated with operating as a public company, including legal, accounting or other expenses in
operating our business.

A change in the outcome of any of these or other variables with respect to the development of obexelimab, orelabrutinib or
any other product candidate could significantly change the costs and timing associated with our operating plans. Further,
our operating plans may change in the future, and we may need additional funds to meet operational needs and capital
requirements associated with such operating plans.

We have no products approved for commercial sale and have not generated any revenues from product sales to date. Until
such time, if ever, as we can generate substantial product revenues, we expect to finance our cash needs through a
combination of equity offerings, debt financing and additional funding from licenses, strategic alliances and collaboration
arrangements. Except for any obligations of our collaborators to reimburse us for research and development expenses or
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make milestone or royalty payments under our agreements with them, we will not have any committed external source of
liquidity.

We have incurred losses and cumulative negative cash flows from operations since our inception. We anticipate that we
will continue to incur significant losses for at least the next several years. We expect our research and development, and
general and administrative expenses will continue to increase. As a result, we will need additional capital to fund our
operations, which we may raise through a combination of the sale of our equity, debt financings, or other sources, including
potential collaborations. To the extent that we raise capital through the future sale of equity or convertible debt securities,
the ownership interest of our stockholders will be diluted, and the terms of these securities may include liquidation or other
preferences that adversely affect the rights of our existing common stockholders. If we enter into debt financing
arrangements, if available, they may involve restrictive covenants that limit our ability to take specific actions, such as
incurring additional debt, making capital expenditures or declaring dividends, which could adversely impact our ability to
conduct our business.

If we raise additional funds through licenses, strategic alliances or collaboration arrangements in the future, we may have
to relinquish valuable rights to our technologies, future revenue streams or drug candidates, or grant licenses on terms that
may not be favorable to us. If we are unable to raise additional funds through equity or debt financings when needed, we
may be required to delay, limit, reduce or terminate our product development or future commercialization efforts or grant
rights to develop and market drug candidates that we would otherwise prefer to develop and market ourselves.

Senior Secured Term Loan

In March 2026, the Company entered into the Loan Agreement with the Collateral Agent, BPCR Limited Partnership
and BioPharma Credit Investments V (Master) LP, which are funds managed by Pharmakon and the guarantors party
thereto. The Loan Agreement provides for up to a $250.0 million Term Loan that matures on March 27, 2031 and consists
of five tranches including (1) a Tranche A Loan of $75.0 million drawn March 27, 2026, (2) a Tranche B Loan of $50.0
million which will be required to be drawn (and up to an additional $25.0 million that the Company may elect to draw) by
no later than November 1, 2027, subject to the occurrence of the Tranche B/C Approval Condition, (3) a Tranche C Loan
of $25.0 million (less any amounts elected to be (and actually) drawn under the Tranche B Loan in excess of $50.0 million)
which will be available at the Company’s election, subject to the occurrence of the Tranche B/C Approval Condition, no
later than April 28, 2028, (4) a Tranche D Loan of $50.0 million which will be available at the Company’s election no later
than October 30, 2028, subject to the occurrence of the Tranche B/C Approval Condition and achievement of certain
milestones in respect of certain net sales levels and (5) a Tranche E Loan of $50.0 million which will be available at the
Company’s election no later than April 30, 2029, subject to the occurrence of the Tranche B/C Approval Condition and
achievement of certain milestones in respect of net sales levels. We received net proceeds of $73.0 million from the draw
of the Tranche A Loan after deducting the 2.00% funding fee. As of June 30, 2026, we are in compliance with all
covenants under the Loan Agreement.

The Term Loan bears interest at a rate based upon an annual interest rate of 3-month secured overnight financing rate
(subject to a 3.25% floor) plus 5.75% payable quarterly in arrears; provided that the Company may elect for 100% of the
interest for the first 24 months following the Tranche A Loan funding date may be paid-in-kind without an increase in the
interest rate.

The Company is required to pay a funding fee equal to (i) 2.00% of $50,000,000 of the funding amount of the Tranche B
Loan on the funding date for such loan, (ii) 1.00% of any amounts in excess of $50,000,000 of the funding amount for the
Tranche B Loan on the funding date for such loan, and (iii) 1.00% of each of the funding amount of the Tranche C Loan,
Tranche D Loan, and Tranche E Loan on each respective funding date.

The Company may elect to prepay the Term Loans in whole or, subject to certain conditions, in part prior to the Term Loan
Maturity Date with such prepayments being subject to certain prepayment, make-whole and exit fees. The Term Loans are
subject to certain mandatory prepayments, including a repayment in full of all term loans in four equal payments
commencing on September 30, 2028 to the extent the Tranche B/C Approval Condition is not met on or prior to June 30,
2028.
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The Loan Agreement contains customary affirmative and restrictive covenants, representations and warranties and events
of default. We and our subsidiaries are bound by certain affirmative covenants setting forth actions that are required during
the term of the Loan Agreement, including, without limitation, certain information delivery requirements (including that
consolidated financial statements delivered for and after the fiscal year ending December 31, 2026 are not subject to any
qualification as to “going concern” or “scope of audit”), obligations to maintain certain insurance, and certain notice
requirements. The Loan Agreement contains customary financial covenants, including (i) at all times prior to the
satisfaction of the Tranche B/C Approval Condition, a minimum liquidity requirement and (ii) subject to the outstanding
aggregate principal amount of Term Loans advanced under the Loan Agreement being equal to or greater than $200.0
million, a minimum trailing twelve months consolidated net revenue covenant. Additionally, we and our subsidiaries are
bound by certain restrictive covenants setting forth actions that are not permitted to be taken during the term of the Loan
Agreement, including, without limitation, (i) selling or disposing of assets, (ii) amending, modifying or waiving our rights
under material agreements, (iii) consummating change in control transactions unless all amounts becoming due under the
Loan Agreement are paid in full immediately upon (and concurrent with) the consummation of any such change in control
transaction, (iv) incurring additional indebtedness, (v) incurring non-permitted liens or encumbrances on our or our
subsidiaries’ assets, (vi) paying dividends or making any distribution or payment on or redeeming, retiring or purchasing
any equity interests, (vii) making payments on subordinated indebtedness and (viii) making investments other than
permitted acquisitions and permitted investments, in each case, subject to specified exceptions including, in the case of
restrictions on incurrence of additional indebtedness, the ability to incur certain convertible indebtedness and enter into
certain permitted royalty financing agreements. The Loan Agreement also contains certain events of default, including the
following: (i) failure to pay principal, interest and other amounts when due, (ii) the breach of the covenants under the Loan
Agreement, (iii) the occurrence of a material adverse change or a withdrawal event in respect of obexelimab or
orelabrutinib, (iv) certain attachments of the credit parties assets and restraints on their business, (v) certain insolvency,
liquidation, bankruptcy or similar events, (vi) certain cross-default of third-party indebtedness and royalty revenue
contracts, (vii) the failure to pay certain judgements, (viii) material misrepresentations, (ix) the loan documents ceasing to
create a valid security interest in a material portion of the collateral, (x) the occurrence of certain ERISA events and (xi) the
occurrence of a default under any intercreditor agreement, in each case subject to the grace periods, cure period and
thresholds as specified in the Loan Agreement. Upon the occurrence of an event of default, the Lenders may, among other
things, accelerate our obligations under the Loan Agreement (including all obligations for principal, interest and any
applicable make-whole and prepayment premiums); provided that upon an event of default relating to certain insolvency,
liquidation, bankruptcy or similar events, all outstanding obligations will be automatically accelerated.

Our obligations under the Loan Agreement are secured by substantially all of our assets, including our intellectual property.
Certain of our subsidiaries may, from time to time after the Tranche A Closing Date, be required to guarantee our
obligations under the Loan Agreement and, in connection with such guarantee, pledge substantially all of their assets,
including intellectual property, to secure such guarantee.

Convertible Senior Notes and Equity Follow-on Offering

In March 2026, the Company issued an aggregate principal amount of $200.0 million of 2.50% convertible senior notes
due 2032 (the “Convertible Notes”) in an underwritten public offering. The Convertible Notes were issued pursuant to, and
are governed by, the Base Indenture, dated March 31, 2026, between the Company and U.S. Bank Trust Company,
National Association, as trustee (the “Trustee”). Concurrently, the Company issued 5,000,000 shares of common stock at a
public offering price of $20.00 per share, with gross proceeds of $100.0 million. Additionally, in April 2026, the Company
issued (i) an additional $30.0 million of Convertible Notes upon the underwriters’ exercise in full of their over-allotment
option for gross proceeds of $30.0 million and (ii) an additional 750,000 shares of common stock upon the exercise in full
of the underwriters’ over-allotment option to purchase additional shares for gross proceeds of $15.0 million.

The Convertible Notes are general, unsecured, senior obligations of the Company. The Convertible Notes will accrue
interest payable semi-annually in arrears on April 1 and October 1 of each year, beginning on October 1, 2026, at a rate
equal to 2.50% per year. The Convertible Notes will mature on April 1, 2032, unless earlier converted, redeemed or
repurchased by us. Holders of Convertible Notes will have the right to convert their Convertible Notes in certain
circumstances and during specified periods. See Note 6, Long-Term Obligations within the notes to the unaudited
condensed consolidated financial statements for additional information.
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At-the-Market Program

In October 2025, we entered into a sales agreement with Jefferies under which we could, from time to time, issue and sell
shares of our common stock having aggregate sales proceeds of up to $200.0 million, under the 2025 ATM Program.
Pursuant to the sales agreement, shares will be sold under the shelf registration statement on Form S-3 ASR (Registration
No. 333-290777), which became automatically effective upon filing on October 8, 2025. Our common stock will be sold at
prevailing market prices at the time of the sale; and as a result, prices may vary. For the three months ended June 30, 2026,
we did not sell any shares of common stock under the 2025 ATM Program. Since June 30, 2026, we have sold an
additional 1,818,181 shares of common stock under the 2025 ATM Program, with proceeds of $48.7 million, net of
commissions. As of the issuance date of this Quarterly Report on Form 10-Q, $46.8 million remained available under the
2025 ATM Program.

Royalty Pharma Agreement

In September 2025, the Company and Royalty Pharma entered into the Royalty Purchase Agreement. Pursuant to the
Royalty Purchase Agreement, the Company received a $75.0 million upfront payment in exchange for which Royalty
Pharma purchased the right to receive, for each calendar quarter, (i) 5.5% of net sales of obexelimab products sold by the
Company and its affiliates worldwide, (ii) 5.5% of net sales of obexelimab products sold by licensees of Zenas and its
affiliates in the U.S., the United Kingdom and the European Union, (iii) 25% of royalty income payable to Zenas or any of
its affiliates on sales of obexelimab products in countries other than the U.S., the United Kingdom, and in the European
Union by its licensees pursuant to out-licenses less royalty payments payable by Zenas to Xencor Inc. and (iv) 25% of non-
royalty income attributable to obexelimab products payable to Zenas or any of its affiliates by its licensees (other than
certain milestone payments payable by Bristol-Myers Squibb) pursuant to out-licenses and allocated to countries other than
the U.S., the United Kingdom and in the European Union.

The Royalty Purchase Agreement provides for an additional $225.0 million of payments to be paid to the Company by
Royalty Pharma upon the occurrence of certain triggering events which includes (1) $75.0 million payable upon the
achievement of certain milestones with respect to Zenas’ INDIGO Phase 3 Trial, noting the Company is not currently
eligible for this milestone, (2) $75.0 million payable following receipt of marketing approval for obexelimab from the FDA
for the treatment of IgG4-Related Disease on or before a specified date and (3) $75.0 million payable following receipt of
marketing approval for obexelimab from the FDA for the treatment of systemic lupus erythematosus on or before a
specified date.

Cash Flows

The following table provides information regarding our cash flows for each of the periods presented (in thousands):

Six Months Ended June 30,
2026 2025

Net cash used in operating activities   ​ ​$  (132,433)   ​ ​$  (78,794)
Net cash used in investing activities    (256,093)    (198,565)
Net cash provided by financing activities    475,536    1,821
Effect of exchange rate changes on cash and cash equivalents    (1,074)    (288)

Net increase (decrease) in cash and cash equivalents $  85,936 $  (275,826)

Net Cash Used in Operating Activities

Net cash used in operating activities for the six months ended June 30, 2026 was $132.4 million, and was primarily due to
our net loss of $192.4 million, which included non-cash charges principally related to stock-based compensation and
interest charges on our agreement with Royalty Pharma. Net changes in our working capital during the three months
resulted in a $2.4 million cash outflow.
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Net cash used in operating activities for the six months ended June 30, 2025 was $78.8 million, and was primarily due to
our net loss of $85.8 million, which included non-cash charges principally related to stock-based compensation. Net
changes in our working capital during the six months resulted in a $3.7 million cash outflow.

Net Cash Used in Investing Activities

Net cash used in investing activities for the six months ended June 30, 2026 was $256.1 million and consisted primarily of
purchases of investments of $408.3 million and $30.0 million of milestone payments, which included $10.0 million, related
to the achievement of a milestone under the Xencor Agreement and $20.0 million, related to the achievement of a
Regulatory Milestone under the InnoCare Agreement, partially offset by proceeds from sales and maturities of investments
of $182.2 million.

Net cash used in investing activities for the six months ended June 30, 2025 was $198.6 million and consisted primarily
of purchases of investments of $225.7 million and proceeds from the sale and maturities of investments of $27.1
million.

Net Cash Provided by Financing Activities

Net cash provided by financing activities for the six months ended June 30, 2026 was $475.5 million, resulting primarily
from $223.1 million in net proceeds received in connection with the convertible senior notes offering inclusive of the
underwriters’ exercise of the overallotment option in full, $108.1 million and $71.5 million received in net proceeds from
the sale and issuance of common stock under a follow-on equity offering inclusive of the underwriters’ exercise of the
overallotment option in full and 2025 ATM Program, net of commissions, respectively, and $73.5 million in net proceeds
received in connection with the senior secured term loan, net of discounts, offset by $2.5 million of payments related to
deferred offering costs and debt issuance costs.

Net cash provided by financing activities for the six months ended June 30, 2025 was $1.8 million, resulting from $1.8
million in net proceeds received from the exercise of stock options.

Material Cash Requirements for Known Contractual and Other Obligations

During the three months ended June 30, 2026, except as disclosed in Note 13 – Commitments and Contingencies, of these
unaudited condensed financial statements included elsewhere in this Quarterly Report on Form 10-Q, there were no
material changes to our contractual obligations and commitments from those described under the heading “Management’s
Discussion and Analysis of Financial Condition and Results of Operations-Contractual Obligations and Commitments” in
our Annual Report on Form 10-K for the fiscal year ended December 31, 2025.  

Critical Accounting Policies and Significant Judgments and Estimates

Management’s discussion and analysis of our financial condition and results of operations is based on our condensed
consolidated financial statements, which have been prepared in accordance with U.S. generally accepted accounting
principles (“GAAP”). The preparation of these condensed consolidated financial statements requires us to make judgments,
assumptions and estimates that may affect the reported amounts of assets and liabilities, equity, and the disclosure of
contingent assets and liabilities at the date of the condensed consolidated financial statements, and the reported amounts of
expenses during the reported periods. On an ongoing basis, we evaluate our judgments, assumptions and estimates in light
of changes in circumstances, facts and experiences. We base our estimates on historical experience, known trends and
events, and various other factors that we believe to be reasonable under the circumstances, the results of which form the
basis for making judgments about the carrying values of assets and liabilities that are not readily apparent from other
sources. Actual results may differ from these estimates under different assumptions or conditions. The effects of material
revisions in estimates, if any, will be reflected in the condensed consolidated financial statements prospectively from the
date of change in estimates.

During the six months ended June 30, 2026, there were no material changes in our critical accounting policies from those
described under our “Management’s Discussion and Analysis of Financial Condition and Results of Operations – Critical
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Accounting Policies and Significant Judgments and Estimates” included in our Annual Report on Form 10-K for the fiscal
year ended December 31, 2025, except for the following:

Embedded Derivative Financial Instruments

As of March 2026, we entered into a senior secured term loan and issued convertible senior notes, see Note 6, Long – Term
Obligations, in our unaudited condensed consolidated financial statements included elsewhere in this Quarterly Report on
Form 10-Q. Our evaluation of our debt and equity transactions, consider whether the transaction includes embedded
derivatives and whether any embedded derivatives require bifurcation. The evaluation of such features consider whether (a)
the economic characteristics and risks of the embedded derivative instrument are not clearly and closely related to the
economic characteristics and risks of the host contract, (b) the hybrid instrument that embodies both the embedded
derivative instrument and the host contract is not -remeasured at fair value under otherwise applicable generally accepted
accounting principles with changes in fair value reported in earnings as they occur, and (c) a separate instrument with the
same terms as the embedded derivative would be considered a derivative instrument.   We exercise judgment in the
evaluation of whether embedded features require bifurcation and the fair value of any features that are bifurcated. Should
there be changes in our judgments and related conclusions, it could impact the effective interest expense recorded on our
debt obligations, which could materially affect our financial statements.

Recent Accounting Pronouncements

A description of recently issued accounting pronouncements that may potentially impact our financial position and results
of operations is disclosed in Note 2, Summary of Significant Accounting Policies, in our unaudited condensed consolidated
financial statements included elsewhere in this Quarterly Report on Form 10-Q.

Implications of Being an Emerging Growth Company and Smaller Reporting Company

We qualify as an “emerging growth company” as defined in the JOBS Act. As an emerging growth company, we may take
advantage of specified reduced disclosure and other requirements that are otherwise applicable generally to public
companies, including reduced disclosure about our executive compensation arrangements, exemption from the
requirements to hold nonbinding advisory votes on executive compensation and golden parachute payments and exemption
from the auditor attestation requirement in the assessment of our internal control over financial reporting.

We may take advantage of these exemptions until December 31, 2029 or such earlier time that we are no longer an
emerging growth company. We would cease to be an emerging growth company earlier if we have more than $1.235 billion
in annual revenue, we have more than $700.0 million in market value of our stock held by non-affiliates (and we have been
a public company for at least twelve months and have filed one Annual Report on Form 10-K) or we issue more than $1.0
billion of nonconvertible debt securities over a three year period. For so long as we remain an emerging growth company,
we are permitted, and intend, to rely on exemptions from certain disclosure requirements that are applicable to other public
companies that are not emerging growth companies. We may choose to take advantage of some, but not all, of the available
exemptions.

In addition, the Jumpstart Our Business Startups Act of 2012, as amended (the “JOBS Act”) provides that, an emerging
growth company can take advantage of an extended transition period for complying with new or revised accounting
standards. This allows an emerging growth company to delay the adoption of certain accounting standards until those
standards would otherwise apply to private companies. We have elected not to “opt out” of such extended transition period,
which means that when a standard is issued or revised and it has different application dates for public or private companies,
we will adopt the new or revised standard at the time private companies adopt the new or revised standard and will do so
until such time that we either (i) irrevocably elect to “opt out” of such extended transition period or (ii) no longer qualify as
an emerging growth company. We may choose to early adopt any new or revised accounting standards whenever such early
adoption is permitted. Therefore, the reported results of operations contained in our financial statements may not be
directly comparable to those of other public companies.

We are also a “smaller reporting company,” meaning that the market value of our stock held by non-affiliates following the
IPO is less than $100.0 million during the most recently completed fiscal year. We may continue to be a smaller
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reporting company if either (i) the market value of our stock held by non-affiliates is less than $250.0 million or (ii) our
annual revenue is less than $100.0 million during the most recently completed fiscal year and the market value of our stock
held by non-affiliates is less than $700.0 million. If we are a smaller reporting company at the time we cease to be an
emerging growth company, we may continue to rely on exemptions from certain disclosure requirements that are available
to smaller reporting companies. Specifically, as a smaller reporting company we may choose to present only the two most
recent fiscal years of audited financial statements in our Annual Report on Form 10-K and, similar to emerging growth
companies, smaller reporting companies have reduced disclosure obligations regarding executive compensation. We may
continue to be a smaller reporting company until the fiscal year following the determination that we no longer meet the
requirements necessary to be considered a smaller reporting company.

However, as of December 31, 2026, we will no longer qualify as an emerging growth company or a “smaller reporting
company” as defined under the JOBS Act and Rule 12b-2 of the Exchange Act due to the market value of our common
stock held by our non-affiliates as of the last business day of the fiscal quarter ended June 30, 2026, exceeding the
applicable threshold for these statuses. Accordingly, while we remain eligible to take advantage of certain reduced
disclosure and reporting requirements applicable to these statuses with this Quarterly Report on Form 10-Q, we will no
longer be eligible to rely on the reduced disclosures and reporting requirements in future periods beginning in 2027.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

Interest Rate Risk

We are exposed to interest rate risk in the ordinary course of our business. As of June 30, 2026, we had cash, cash
equivalents and investments of $673.9 million.

We also have exposure to market risk on our Loan Agreement with Pharmakon. Our Loan Agreement accrues interest from
its date of issuance at a variable interest rate equal to 3-month SOFR subject to a 3.25% floor, plus 5.75%.  As of June 30,
2026, $75.0 million was outstanding under the Loan Agreement. The effect of a 100 basis points adverse change in market
interest rates on our loan payable, in excess of applicable minimum floors, on our interest expense would be approximately
$0.8 million.

Foreign Currency Exchange Risk

Our reporting currency is the U.S. dollar (“USD”). Our functional currency for Zenas BioPharma (HK) Limited, our
wholly owned subsidiary in Hong Kong, is the USD, and our functional currency for Shanghai Zenas Biotechnology Co.
Limited, our wholly-owned subsidiary in China, is the Chinese Yuan. Our functional currency for Zenas BioPharma
GmbH, our wholly-owned subsidiary in Switzerland, is the Swiss Franc. Our functional currency of our wholly-owned
subsidiaries, Zenas BioPharma B.V., in the Netherlands and Zenas BioPharma GmbH (Germany), is the Euro. Our
functional currency of our wholly-owned U.S. subsidiaries, Zenas BioPharma (USA) LLC and Zenas BioPharma Securities
Corp., is the USD. Adjustments that arise from exchange rate changes on transactions denominated in a currency other than
the functional currency are included in other income (expense), net in the unaudited condensed consolidated statements of
operations and comprehensive loss as incurred. Realized foreign currency transaction gains (losses) were immaterial for the
three and six months ended June 30, 2026.

We do not currently engage in currency hedging activities in order to reduce our currency exposure, but we may begin to
do so in the future. Instruments that may be used to hedge future risks may include foreign currency forward and swap
contracts. These instruments may be used to selectively manage risks, but there can be no assurance that we will be fully
protected against material foreign currency fluctuations. We do not believe that a hypothetical 10% increase or decrease in
exchange rates during any of the periods presented would have had a material impact on our unaudited condensed
consolidated financial statements included elsewhere in this Quarterly Report on Form 10-Q.
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Effects of Inflation

Inflation generally affects us by increasing our cost of labor and clinical trial costs. We believe that inflation has not had a
material effect on our business, or on our unaudited condensed consolidated financial statements included elsewhere in this
Quarterly Report on Form 10-Q.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our principal executive officer and our principal financial officer, evaluated the
effectiveness of our disclosure controls and procedures as defined in Rules 13a-15(e) and 15d-15(e) under the Securities
Exchange Act of 1934, as amended (the “Exchange Act”), as of June 30, 2026. The term “disclosure controls and
procedures,” as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act, means controls and other procedures of
a company that are designed to ensure that information required to be disclosed by us in the reports that we file or submit
under the Exchange Act is recorded, processed, summarized and reported, within the time periods specified in the SEC’s
rules and forms. Disclosure controls and procedures include, without limitation, controls and procedures designed to ensure
that information required to be disclosed by a company in the reports that it files or submits under the Exchange Act is
accumulated and communicated to our management, including our principal executive officer and principal financial
officer, or person performing similar functions, as appropriate to allow timely decisions regarding required disclosures.

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 judgement in evaluating the
cost-benefit relationship of possible controls and procedures. Based on the evaluation of our disclosure controls and
procedures as of June 30, 2026, our principal executive officer and principal financial officer concluded that, as of such
date, our disclosure controls and procedures were effective at the reasonable assurance level.

Changes in Internal Control Over Financial Reporting

There were no changes in our internal control over financial reporting for the quarter ended June 30, 2026, that have
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.

PART II — OTHER INFORMATION

Item 1. Legal Proceedings

From time to time, we may be involved in legal proceedings arising in the ordinary course of our business. We are not
presently a party to any legal proceedings that, in the opinion of management, would have a material adverse effect on our
business. Regardless of outcome, litigation can have an adverse impact on us due to defense and settlement costs, diversion
of management resources, negative publicity and reputational harm and other factors.

Item 1A. Risk Factors

Investors should carefully consider the risks uncertainties and other factors, contained in the risk factors disclosed in our
Annual Report on Form 10-K for the year ended December 31, 2025, together with the other information contained in this
Quarterly Report, including in the section titled “Management’s Discussion and Analysis of Financial Condition and
Results of Operations” and in our unaudited condensed consolidated financial statements and related notes contained in
this Quarterly Report on Form 10-Q. The events discussed below may occur and adversely impact our business, financial
condition, results of operations and prospects, which may cause the trading price of our common stock to decline. These
risks and uncertainties described below are not the only ones we face. Additional risks and uncertainties not presently
known to us or that we currently believe to be immaterial may also affect our business. See “Special Note Regarding
Forward-Looking Statements.”
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Risks Related to Government Regulation

Significant political, trade, regulatory developments, including changes in relations between the U.S. and China, and
other circumstances beyond our control, may adversely impact our business, financial condition, and results of
operations.

Various political, trade, or regulatory developments have, and could further, adversely affect our business and the results of
our operations and financial condition. For example, recent actions and statements by the governments of the U.S. and
China, including those relating to the imposition or threatened imposition of tariffs (including tariffs on patented
pharmaceutical products), affecting (among others) certain products manufactured in China, have impacted, and may
continue to impact, companies like us who import materials and rely on suppliers and other commercial partners with
significant operations in China. For example, while we have selected new CMOs in the U.S. to establish additional sources
of supply for obexelimab, currently we import from China certain drug substance, drug product and other components, and
such imports are subject to existing tariffs and may be impacted by additional tariffs. Currently, many of our suppliers
primarily operate outside of the U.S., including our current sole CMO for obexelimab, WuXi Biologics, and our
collaboration partner InnoCare for supply of orelabrutinib, which provide services to us from facilities located in China,
and increases in tariffs could result in increased costs. As a result, we are subject to risks associated with political, trade,
regulatory developments with respect to such countries, and between the U.S. and such countries. Any unfavorable
legislation, regulations, executive orders, government policies on cross-border relations and/or international trade,
including increased scrutiny on certain of our suppliers with significant China-based operations, capital controls, or tariffs,
may have an adverse effect on our business, financial condition, and results of operations. For example, in March and April
2025, the U.S. imposed tariffs on, or increased the tariff rates applicable to, imports from many foreign countries. In
response to these tariffs, a number of other countries have threatened or implemented retaliatory tariffs on U.S. goods.
Political tensions resulting from trade policies could reduce trade volume, investment, technological exchange and other
economic activities between major international economies, resulting in a material adverse effect on global economic
conditions and the stability of global financial markets. In April 2026, the U.S. announced the imposition of tariffs on
patented pharmaceutical products, and there can be no guarantee that further retaliatory tariffs will not be forthcoming.
Further, supply chain disruptions and delays as a result of tariff policies or trade restrictions could also negatively impact
our cost of materials and processes. Such changes in political, trade, regulatory, and economic conditions, including U.S.
trade policies, could have a material adverse effect on our financial condition or results of operations.

Risks Related to our Indebtedness

Servicing our Loan Agreement and the Convertible Notes will require a significant amount of cash, and we may not
have sufficient cash flow to pay our indebtedness. 

Our ability to make scheduled payments of the principal of, to pay interest on, or to refinance our indebtedness, including
the Loan Agreement and the Convertible Notes, depends on our future performance, which is subject to many factors,
including, economic, financial, competitive and others, beyond our control. Additionally, we are liable for the secured
obligations pursuant to the Royalty Purchase Agreement. We do not expect our business to be able to generate cash flow
from operations in the foreseeable future sufficient to service our debt and make necessary capital expenditures and we
may therefore be required to adopt one or more alternatives, such as selling assets, restructuring debt or obtaining
additional equity capital on terms that may be onerous or highly dilutive. Our ability to refinance the Loan Agreement,
which matures in 2031, as well as the Convertible Notes, will depend on the capital markets and our financial condition at
such time. We may not be able to engage in any of these activities or engage in these activities on desirable terms, which
could result in a default on our debt obligations and limit our flexibility in planning for and reacting to changes in our
business. 

Our indebtedness and liabilities could have significant negative consequences for our security holders and our business,
results of operations and financial condition by, among other things: 

● increasing our vulnerability to adverse economic and industry conditions; 

● limiting our ability to obtain additional financing on acceptable terms or at all; 
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● requiring the dedication of a substantial portion of our cash flow from operations to service our indebtedness,
which will reduce the amount of cash available for other purposes; 

● limiting our flexibility to plan for, or react to, changes in our business; 

● diluting the interests of our existing stockholders as a result of issuing shares of our common stock upon
conversion of the Convertible Notes; and 

● placing us at a possible competitive disadvantage with competitors that are less leveraged than us or have better
access to capital. 

Any of these factors could harm our business, prospects, operating results and financial condition. In addition, if we incur
additional indebtedness, the risks related to our business and our ability to service or repay our indebtedness and secured
obligations will increase.

We may be unable to raise the funds necessary to repurchase the Convertible Notes for cash following a fundamental
change or to pay any cash amounts due upon maturity or conversion of the Convertible Notes, and our other
indebtedness may limit our ability to repurchase the Convertible Notes or to pay any cash amounts due upon their
maturity or conversion. 

Noteholders may, subject to certain limited exceptions, require us to repurchase their Convertible Notes following a
fundamental change at a cash repurchase price generally equal to the principal amount of the Convertible Notes to be
repurchased, plus accrued and unpaid interest, if any, to, but excluding, the fundamental change repurchase date. Upon
maturity of the Convertible Notes, we must pay their principal amount and accrued and unpaid interest in cash, unless they
have been previously converted, redeemed or repurchased. In addition, unless we elect to deliver solely shares of our
common stock to settle such conversion (other than paying cash in lieu of delivering any fractional share), all conversions
of Convertible Notes will be settled partially or entirely in cash. We may not have enough available cash or be able to
obtain financing at the time we are required to repurchase the Convertible Notes or pay any cash amounts due upon their
maturity or conversion. In addition, applicable law, regulatory authorities and the agreements governing our other
indebtedness, including the Loan Agreement, may restrict our ability to repurchase the Convertible Notes or to pay any
cash amounts due upon their maturity or conversion. Our failure to repurchase Convertible Notes or to pay any cash
amounts due upon their maturity or conversion when required will constitute a default under the indenture. A default under
the indenture or the fundamental change itself could also lead to a default under agreements governing our other
indebtedness, including under the Loan Agreement, which may result in that other indebtedness becoming immediately
payable in full after any applicable notice or grace periods. We may not have sufficient funds to satisfy all amounts due
under the other indebtedness and the Convertible Notes.   

The conditional conversion feature of the Convertible Notes, if triggered, may adversely affect our financial condition
and results of operations. 

In the event the conditional conversion feature of the Convertible Notes is triggered, noteholders will be entitled to convert
the Convertible Notes at any time during specified periods at their option. If one or more noteholders elect to convert their
notes, unless we elect to satisfy our conversion obligation by delivering solely shares of our common stock (other than
paying cash in lieu of delivering any fractional share), we would be required to settle a portion or all of our conversion
obligation through the payment of cash, which could adversely affect our liquidity. In addition, even if noteholders do not
elect to convert their notes, we could be required under applicable accounting rules to reclassify all or a portion of the
outstanding principal of the Convertible Notes as a current rather than long-term liability, which would result in a material
reduction of our net working capital.   

The accounting method for the Convertible Notes could adversely affect our reported financial condition and results. 

The accounting method for reflecting the Convertible Notes on our balance sheet, accruing interest expense for the
Convertible Notes and reflecting the underlying shares of our common stock in our reported diluted earnings per share may
adversely affect our reported earnings and financial condition. 
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In accordance with applicable accounting standards, the Convertible Notes are reflected as a liability on our balance sheets,
with the initial carrying amount equal to the principal amount of the Convertible Notes, net of issuance costs. The issuance
costs will be treated as a debt discount for accounting purposes, which will be amortized into interest expense over the term
of the Convertible Notes. As a result of this amortization, the interest expense to recognize for the Convertible Notes for
accounting purposes will be greater than the cash interest payments we will pay on the Convertible Notes, which will result
in lower reported income. 

In addition, the shares of our common stock underlying the Convertible Notes are reflected in our diluted earnings per
share using the “if converted” method. Under that method, if the conversion value of the Convertible Notes exceeds their
principal amount for a reporting period, then we will calculate our diluted earnings per share assuming that all of the
Convertible Notes were converted at the beginning of the reporting period and that we issued shares of our common stock
to settle the excess. The after-tax interest expense associated with the Convertible Notes will not be added back to the
numerator of the diluted earnings per share calculation for these purposes. However, if reflecting the Convertible Notes in
diluted earnings per share in this manner is anti-dilutive, or if the conversion value of the Convertible Notes does not
exceed their principal amount for a reporting period, then the shares of our common stock underlying the Convertible
Notes will not be reflected in our diluted earnings per share. The application of the if-converted method may reduce our
reported diluted earnings per share, and accounting standards may change in the future in a manner that may adversely
affect our diluted earnings per share. 

Furthermore, if any of the conditions to the convertibility of the Convertible Notes is satisfied, then we may be required
under applicable accounting standards to reclassify the liability carrying value of the Convertible Notes as a current, rather
than a long-term, liability. This reclassification could be required even if no holders of Convertible Notes convert their
Convertible Notes and could materially reduce our reported working capital. 

Conversions of the Convertible Notes could impair our financial position and liquidity. 

Unless we elect to deliver solely shares of our common stock to settle conversions of the Convertible Notes (other than
paying cash in lieu of delivering any fractional share), we must settle at least a portion of our conversion obligation in cash,
and therefore, conversions of the Convertible Notes could materially and adversely affect our financial position and
liquidity. Before January 1, 2032, noteholders will have the right to convert their notes only upon the occurrence of certain
events. From and after January 1, 2032, noteholders may convert their notes at any time at their election until the close of
business on the scheduled trading day immediately before the maturity date. See “Description of Notes - Conversion
Rights.” However, many of the conditions that permit the conversion of notes before January 1, 2032 are beyond our
control. We could be required to expend a significant amount of cash to settle conversions, which could significantly harm
our financial position and liquidity. 

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

(b) Use of Proceeds from Public Offering of Common Stock

On September 16, 2024, the Company’s registration statement on Form S-1 (File No.333-281713) (the “IPO Prospectus”)
relating to our IPO became effective.

As of June 30, 2026, the Company has fully utilized the proceeds from our IPO.

Item 3. Defaults Upon Senior Securities

Not applicable.

Item 4. Mine Safety Disclosures

Not applicable.
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Item 5. Other Information

Transition of Chief Financial Officer and Chief Business Officer to Strategic Advisor to the Chairman of the Board

Jennifer Fox will be transitioning from her role as the Company’s Chief Financial Officer and Chief Business Officer
effective as of September 30, 2026 after which she will be a Strategic Advisor to the Chairman of the Board, first as an
employee and then, as of July 1, 2027, as a consultant pursuant to a consulting agreement. Ms. Fox’s transition is not due to
a dispute or disagreement with the Company or the Company’s auditors.

In connection with Ms. Fox’s transition from the Company, on August 12, 2026, the Company and Ms. Fox entered into a
letter agreement (the “Letter Agreement”). Pursuant to the Letter Agreement, subject to certain conditions, Ms. Fox will
continue in her current role as Chief Financial Officer and Chief Business Officer through close of business on September
30, 2026. On October 1, 2026 and through June 30, 2027, subject to certain conditions, Ms. Fox will transition to the role
of Strategic Advisor to the Chairman of the Board and will continue to receive her current salary and benefits. Pursuant to a
consulting agreement, dated August 12, 2026, between the Company and Ms. Fox (the “Consulting Agreement”), from
July 1, 2027 to December 31, 2027, Ms. Fox will provide consulting services to the Company as a strategic advisor to the
Chairman of the Board and will receive consideration of continued vesting and exercisability of previously-granted stock
options in accordance with their terms; provided, however, the consulting period will automatically extend for one year to
December 31, 2028 unless either party notifies the other within specified time periods that it wishes not to extend the term.
The foregoing description of the Letter Agreement and the Consulting Agreement does not purport to be complete and is
subject to, and qualified in its entirety by, the agreements which will be filed as exhibits to the Company’s Quarterly Report
on  Form  10-Q  for the quarter ending September  30, 2026, to the extent required by applicable Securities Exchange
Commission (the “SEC”) rules.

Appointment of Principal Financial Officer and Principal Accounting Officer

Effective the close of business on September 30, 2026, the Board has appointed Joseph Farmer, the Company’s President
and Chief Operating Officer, to replace Ms. Fox as principal financial officer and principal accounting officer while the
Company conducts a search for a Chief Financial Officer. Mr.  Farmer’s biographical information is set forth in the
Company’s Definitive Proxy Statement filed with the SEC on March 16, 2026, and such information is incorporated herein
by reference. There are no arrangements or understandings between Mr. Farmer and any other persons pursuant to which
Mr. Farmer was appointed as principal financial officer and principal accounting officer. In addition, there are no family
relationships between Mr.  Farmer and any director or executive officer of the Company, and there are no transactions
involving Mr. Farmer requiring disclosure under Item 404(a) of Regulation S-K.

Rule 10b5-1 Trading Plans

During our fiscal quarter ended June 30, 2026, no director or “officer” (as defined in Rule 16a-1(f) under the Exchange
Act) of the Company entered into, modified or terminated contracts, instructions or written plans for the purchase or sale of
our common stock that are intended to satisfy the affirmative defense conditions specified in Rule 10b5-1(c) under the
Exchange Act.

Item 6. Exhibits

See Exhibit Index.

EXHIBIT INDEX

Exhibit No.   ​ ​ ​ Description
3.1 Second Restated Certificate of Incorporation of Zenas BioPharma, Inc. (incorporated by reference to

Exhibit 3.1 to the Form 8-K filed on September 16, 2024, File No. 001-42270)

https://www.sec.gov/Archives/edgar/data/0001953926/000110465924100177/tm2332800d24_ex3-1.htm
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3.2 Amended and Restated Bylaws of Zenas BioPharma, Inc. (incorporated by reference to Exhibit 3.2 to the
Form 8-K filed on September 16, 2024, File No. 001-42270)

10.1† First Amendment to the Zenas BioPharma, Inc. 2024 Employee Stock Purchase Plan, dated May 18,
2026

31.1† Certification of Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
31.2† Certification of Chief Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
32.1†* Certification of Chief Executive Officer Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to

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

Section 906 of the Sarbanes-Oxley Act of 2002
101.INS† XBRL Instance Document – 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 Taxonomy Extension Schema Document
101.CAL† XBRL Taxonomy Extension Calculation Linkbase Document
101.DEF† XBRL Taxonomy Extension Definition Linkbase Document
101.LAB† XBRL Taxonomy Extension Label Linkbase Document
101.PRE† XBRL Taxonomy Extension Presentation Linkbase Document
104† Cover Page Interactive Data File (formatted in Inline XBRL and contained in Exhibit 101)

†    Filed herewith.
+    Portions of this exhibit (indicated by asterisks) have been redacted pursuant to Item 601 of Regulation S-K because

they are both not material and the registrant customarily and actually treats such information as private or confidential.

*     This certification will not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, as
amended (the “Exchange Act”), or otherwise subject to the liability of that section. Such certification will not be deemed to
be incorporated by reference into any filing under the Securities Act of 1933, as amended, or the Exchange Act, except to
the extent specifically incorporated by reference into such filing.

SIGNATURES

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

Date: August 13, 2026

ZENAS BIOPHARMA, INC.

By: /s/ Leon O. Moulder, Jr.
Name:Leon O. Moulder, Jr.
Title: Chief Executive Officer

(Principal Executive Officer)

By: /s/ Jennifer Fox
Name:Jennifer Fox
Title: Chief Business Officer and Chief Financial Officer

(Principal Financial and Accounting Officer)

https://www.sec.gov/Archives/edgar/data/0001953926/000110465924100177/tm2332800d24_ex3-2.htm
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Exhibit 10.1

ZENAS BIOPHARMA, INC.
2024 EMPLOYEE STOCK PURCHASE PLAN


(AMENDED AND RESTATED ON MAY 18, 2026)

1. Defined Terms

Exhibit A, which is incorporated by reference, defines the terms used in this Plan and sets forth certain operational rules related
to those terms.

2. Purpose of Plan

(a) Purpose. This Plan is intended to enable Eligible Employees to purchase shares of Stock in offerings under this Plan,
and thereby acquire an interest in the Company. This Plan is intended to be exempt from the application and requirements of Section
409A of the Code, and is to be construed accordingly.

(b) Qualified and Non-Qualified Offerings Permitted. This Plan includes two components: a 423 Component and a Non-
423 Component. The Company intends (but makes no undertaking or representation to maintain) the 423 Component to qualify as an
“employee stock purchase plan” under Section 423. The provisions of the 423 Component, accordingly, will be construed in a manner
that is consistent with the requirements of Section 423. In addition, this Plan authorizes grants of Options under the Non-423 Component
that do not meet the requirements of Section 423. Except as otherwise provided in this Plan or as the Administrator determines, the Non-
423 Component will operate and be administered in the same manner as the 423 Component. Eligible Employees will be able to
participate in either the 423 Component or the Non-423 Component of this Plan, as the Administrator determines.

3. Options to Purchase Stock

Subject to adjustment pursuant to Section 16 of this Plan, the maximum aggregate number of shares of Stock available for
purchase pursuant to the exercise of Options granted under this Plan will be 397,956 shares (the “Initial Share Pool”). The Initial Share
Pool will automatically increase on January 1st of each year beginning in 2025 and continuing through and including 2034 by the lesser
of (i) one percent of the number of shares of Stock outstanding as of such date and (ii) the number of shares of Stock determined by the
Board on or prior to such date for such year, up to a maximum of 1,000,000 shares in the aggregate per year (the Initial Share Pool, as it
may be so increased, the “Share Pool”). The shares of Stock to be delivered upon exercise of Options under this Plan may be either
shares of authorized but unissued Stock, treasury Stock, or previously issued Stock acquired by the Company. If any Option granted
under this Plan expires or terminates for any reason without having been exercised in full or ceases for any reason to be exercisable in
whole or in part, the unpurchased shares of Stock subject to such Option will not reduce the Share Pool and will again be available for
purchase under this Plan. If, on an Exercise Date, the total number of shares of Stock that would otherwise be subject to Options granted
under this Plan
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exceeds the number of shares then available in the Share Pool, the Administrator shall make a pro rata allocation of the shares remaining
available for purchase under this Plan in as uniform a manner as is practicable and as it determines to be equitable. In such event, the
Administrator shall notify each Participant of such reduction and of the effect on the Participant’s Options and may reduce the rate of a
Participant’s payroll deductions, if necessary.

4. Eligibility

(a) General. Options may be granted only to Eligible Employees of the Company or a Designated Subsidiary. Subject to
the limitations contained in this Plan, each Employee (i) whose customary employment with the Company or a Designated Subsidiary, as
applicable, is for more than five (5) months per calendar year, (ii) who customarily works twenty (20) hours or more per week, and (iii)
who satisfies the requirements set forth in this Plan will be an Eligible Employee. Employees of a Designated Subsidiary may be Eligible
Employees even if their customary employment is less than twenty (20) hours per week and/or five (5) months per calendar year, to the
extent required by applicable law, or any lesser number of hours per week and/or number of months in any calendar year established by
the Administrator (if required under applicable law) for purposes of any separate offering or Employees of a Designated Subsidiary
under the Non-423 Component.

(b) Five Percent Shareholders. No Employee may be granted an Option under this Plan if, immediately after the Option is
granted, the Employee would own (or pursuant to Section 424(d) of the Code would be deemed to own) stock possessing five percent
(5%) or more of the total combined voting power or value of all classes of stock of the Company or of its Parent or Subsidiaries, if any.

(c) Additional Requirements. The Administrator may, for Offering Periods that have not yet commenced, establish
additional or other eligibility requirements, or amend the eligibility requirements set forth in subsection (a) above, in each case,
consistent with the requirements of Section 423 for the 423 Component.

(d) Non-423 Component Offerings. Employees who are citizens or residents of a jurisdiction outside of the U.S. (without
regard to whether they are also citizens of the U.S. or resident aliens (within the meaning of Section 7701(b)(1)(A) of the Code)) will not
be eligible to participate in this Plan if (i) the grant of an Option under this Plan to the Employee is prohibited under the laws of such
jurisdiction, or (ii) compliance with the laws of the foreign jurisdiction would cause this Plan to violate the requirements of Section 423.
The Administrator may establish additional eligibility requirements, or fewer eligibility requirements, for Eligible Employees with
respect to Options granted under the Non-423 Component even if such requirements are not consistent with Section 423.

5. Offering Periods

This Plan will generally be implemented by a series of separate offerings referred to as “Offering Periods”. Unless otherwise
determined by the Administrator, the Offering Periods will be successive periods of approximately six (6) months. The last Business Day
of each Offering Period will be an “Exercise Date”. The Administrator may change the Exercise Date, the
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commencement date, the ending date and the duration of each Offering Period; provided that for Options made under the 423
Component, to the extent permitted by Section 423, no Option may be exercised after 27 months from its grant date.

6. Option Grant

Subject to the requirements and limitations set forth in Sections 4 and 10 of this Plan and the Maximum Share Limit (as defined
below), on the first day of an Offering Period, each Participant will automatically be granted an Option to purchase shares of Stock on
the Exercise Date; provided, however, that no Participant will be granted an Option under this Plan that permits the Participant’s right to
purchase shares of Stock under this Plan and under all other employee stock purchase plans of the Company and its Parent and
Subsidiaries, if any, to accrue at a rate that exceeds U.S. $25,000 in Fair Market Value (or such other maximum as may be prescribed
from time to time by the Code) for each calendar year during which any Option granted to such Participant is outstanding at any time, as
determined in accordance with Section 423(b)(8) of the Code.

7. Method of Participation

(a) Payroll Deduction and Participation Authorization. To participate in an Offering Period, an Eligible Employee must
execute and deliver to the Administrator a payroll deduction and participation authorization form in accordance with the procedures
prescribed by, and in a form acceptable to, the Administrator and, in so doing, the Eligible Employee will thereby become a Participant
as of the first day of such Offering Period. Such an Eligible Employee will remain a Participant with respect to subsequent Offering
Periods until his or her participation in this Plan is terminated as provided herein. Such payroll deduction and participation authorization
form must be delivered not later than ten (10) calendar days prior to the first day of an Offering Period, or such other time as specified by
the Administrator.

(b) Continued Participation. An Eligible Employee who remains a Participant with respect to subsequent Offering Periods
is not required to submit additional enrollment documentation in order to continue participation in the Plan, unless requested by the
Company for legal or administrative reasons and provided that participation in the Plan in any subsequent Offering Period will be
governed by the terms and conditions of the Plan and the applicable agreement (if any) and other terms and conditions of participation in
effect at such time.

(c) Changes to Payroll Deduction Authorization for Subsequent Offering Periods. A Participant’s payroll deduction
authorization will remain in effect for subsequent Offering Periods unless the Participant files a new authorization not later than ten (10)
calendar days prior to the first day of the subsequent Offering Period (or such other time as specified by the Administrator) or the
Participant’s Option is cancelled pursuant to Section 13 or Section 14 of this Plan.

(d) Changes to Payroll Deduction Authorization for Current Offering Period. During an Offering Period, a Participant’s
payroll deduction authorization may be prospectively decreased once during an Offering Period. Any request to decrease a Participant’s
payroll deduction authorization must be communicated to the Administrator a minimum of ten (10) calendar days prior to the end of an
Offering Period (or such other time as specified by the Administrator) in
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accordance with the procedures prescribed by, and in a form acceptable to, the Administrator and will be effective as soon as
administratively practicable. A Participant may also terminate his or her payroll deduction authorization by canceling his or her Option in
accordance with Section 13 of this Plan.

(e) Payroll Deduction Percentage. Each payroll deduction authorization will authorize payroll deductions as a whole
percentage from one percent (1%) to fifteen percent (15%) of the employee’s Eligible Compensation per payroll period.

(f) Payroll Deduction Account. All payroll deductions made pursuant to this Section 7 will be credited to the Participant’s
Account. Amounts credited to a Participant’s Account will not be required to be set aside in trust or otherwise segregated from the
Company’s general assets.

8. Method of Payment

A Participant must pay for shares of Stock purchased under this Plan with accumulated payroll deductions credited to the
Participant’s Account; provided, however, that the Administrator may allow Participants to make other contributions under the Plan via
cash, check or other means instead of payroll deductions if payroll deductions are not permitted or feasible under applicable law and, for
offerings under the 423 Component, the Administrator determines that such other contributions are permissible under Section 423.

9. Purchase Price

The Purchase Price of shares of Stock issued pursuant to the exercise of an Option on each Exercise Date will be eighty-five
percent (85%) (or such other percentage specified by the Administrator to the extent permitted under Section 423) of the lesser of (a) the
Fair Market Value of a share of Stock on the date on which the Option was granted pursuant to Section 6 of this Plan (i.e., the first day of
the Offering Period) and (b) the Fair Market Value of a share of Stock on the date on which the Option is deemed exercised pursuant to
Section 10 of this Plan (i.e., the Exercise Date).

10. Exercise of Options

(a) Purchase of Shares of Stock. Subject to the limitations set forth in Section 6 of this Plan and this Section 10, with
respect to each Offering Period, on the applicable Exercise Date, each Participant will be deemed to have exercised his or her Option and
the accumulated payroll deductions in the Participant’s Account will be applied to purchase the greatest number of shares of Stock that
can be purchased with such Account balance at the applicable Purchase Price; provided, however, that no more than twenty-five
thousand (25,000) shares of Stock may be purchased by a Participant on any Exercise Date, or such other number as the Administrator
may prescribe in accordance with Section 423 (the “Maximum Share Limit”). As soon as practicable thereafter, shares of Stock so
purchased will be placed, in book-entry form, into a recordkeeping account in the name of the Participant. Unless the Administrator
determines in its discretion that fractional shares may be purchased pursuant to the exercise of an Option under this Plan, the shares of
Stock will be rounded down to the nearest whole share and any accumulated payroll deductions in a Participant’s Account that are not
sufficient to purchase a whole share will be retained in the
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Participant’s Account for the subsequent Offering Period, subject to earlier withdrawal by the Participant as provided in Section 13 of
this Plan.

(b) Return of Account Balance. Except as provided in Section 10(a) of this Plan with respect to fractional shares, any
accumulated amount of payroll deductions in a Participant’s Account for an Offering Period that are not used for the purchase of shares
of Stock, whether because of the Participant’s withdrawal from participation in an Offering Period or for any other reason, will be
returned to the Participant (or his or her designated beneficiary or legal representative, as applicable), without interest, as soon as
administratively practicable after such withdrawal or other event, as applicable. If the Participant’s accumulated payroll deductions on
the Exercise Date of an Offering Period would otherwise enable the Participant to purchase shares of Stock in excess of the Maximum
Share Limit or the maximum Fair Market Value set forth in Section 6 of this Plan, the excess of the amount of the accumulated payroll
deductions over the aggregate Purchase Price of the shares of Stock actually purchased will be returned to the Participant, without
interest (unless otherwise required by applicable law), as soon as administratively practicable after such Exercise Date.

11. Interest

No interest will accrue or be payable on any amount held in the Account of any Participant, unless otherwise required by
applicable law.

12. Tax Matters

(a) Generally. Payroll deductions will be made on an after-tax basis.

(b) Section 409A of the Code. Options granted under the 423 Component are intended to be exempt from the application
of Section 409A of the Code under U.S. Treasury Regulation Section 1.409A-1(b)(5)(ii). Options granted under the Non-423 Component
to U.S. taxpayers are intended to be exempt from the application of Section 409A of the Code under the short-term deferral exception
and any ambiguities will be construed and interpreted in accordance with such intent. Subject to Section 12(c) of this Plan, Options
granted to U.S. taxpayers under the Non-423 Component will be subject to such terms and conditions that will permit such Options to
satisfy the requirements of the short-term deferral exception available under Section 409A of the Code, including the requirement that
the shares subject to an Option be delivered within the short- term deferral period. Notwithstanding the foregoing, the Company will
have no liability to a Participant or any other party if an Option that is intended to be exempt from or compliant with Section 409A of the
Code is not so exempt or compliant or for any action taken by the Administrator with respect thereto and in no event will the Company,
any Designated Subsidiary or any affiliate be liable for all or any portion of any taxes, penalties, interest or other expenses that may be
incurred by a Participant on account of non-compliance with Section 409A of the Code.

(c) No Guarantee of Tax Treatment. Although the Company may endeavor to (i) qualify an Option for special tax
treatment under the laws of the U.S. (e.g., under Section 423) or jurisdictions outside of the U.S., or (ii) avoid adverse tax treatment (e.g.,
under Section 409A of the Code), the Company makes no representation to that effect and expressly disavows any
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covenant to maintain special or to avoid unfavorable tax treatment, notwithstanding anything to the contrary in this Plan, including
Section 12(b) of this Plan.

(d) Tax Withholding. The Participant will make adequate provision to satisfy the Tax-Related Items withholding
obligations, if any, of the Company and/or the applicable Designated Subsidiary which arise with respect to Participant’s participation in
this Plan or upon the disposition of the shares of Stock. The Company shall not be required to issue any shares of Stock under this Plan
until such obligations are satisfied.

(i) The Administrator will have the right to make such provision as it deems necessary for, and may condition the
exercise of an Option on, the satisfaction of its obligations to withhold federal, state, local income or other taxes incurred by reason of
the purchase or disposition of shares of Stock under this Plan or otherwise in connection with the Plan. In the Administrator’s discretion
and subject to applicable law, such tax obligations may be satisfied in whole or in part by delivery of shares of Stock to the Company,
including shares of Stock purchased under this Plan, valued at Fair Market Value, but not in excess of the maximum withholding amount
consistent with the award being subject to equity accounting treatment under the Accounting Rules.

(ii) The Company and/or the Designated Subsidiary may, but will not be obligated to, (A) withhold from the
Participant’s compensation or any other payments due the Participant the amount necessary to meet such withholding obligations, (B)
withhold a sufficient whole number of shares of Stock issued following exercise having an aggregate value sufficient to pay the Tax-
Related Items, (C) withhold from the proceeds of the sale of shares of Stock, either through a voluntary sale or a mandatory sale arranged
by the Company or (D) withhold using any other method of withholding that the Company and/or the Designated Subsidiary deems
appropriate.

(iii) The Company and/or the Designated Subsidiary will have the right to take such other action as may be
necessary in the opinion of the Company or a Designated Subsidiary to satisfy withholding and/or reporting obligations for such Tax-
Related Items.

13. Cancellation of Payroll Deduction Authorization and Withdrawal from Plan

A Participant who has been granted an Option under this Plan may cancel all (but not less than all) of such Option and terminate
his or her participation in this Plan by notice delivered to the Administrator in accordance with the procedures prescribed by, and in a
form acceptable to, the Administrator. To be effective with respect to an upcoming Exercise Date, such cancellation notice must be
delivered not later than ten (10) calendar days prior to such Exercise Date (or such other time as specified by the Administrator). Upon
such termination and cancellation, the balance in the Participant’s Account will be returned to the Participant, without interest (unless
otherwise required by applicable law), as soon as administratively practicable thereafter. For the avoidance of doubt, a Participant who
reduces his or her withholding rate for a future Offering Period to zero percent (0%) pursuant to Section 7 of this Plan will be deemed to
have terminated his or her payroll deduction authorization and canceled his or her participation in this Plan as to such future Offering
Period (but not, for the avoidance of doubt, the current Offering Period unless the Participant terminates participation in this Plan under
this Section 13), unless the Participant delivers a new
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payroll deduction authorization for a subsequent Offering Period in accordance with the rules of Section 7(b) of this Plan. A Participant
will be deemed to have canceled his or her participation in this Plan under this Section 13 if the Participant does not have sufficient
amounts in his or her pay to fulfill the elected payroll deduction.

14. Termination of Employment; Death of Participant

Upon the termination of a Participant’s employment with the Company or a Designated Subsidiary, as applicable, for any reason
(including the death of a Participant during an Offering Period prior to an Exercise Date) or in the event the Participant ceases to qualify
as an Eligible Employee, the Participant will cease to be a Participant, any Option held by the Participant under this Plan will be
canceled, the balance in the Participant’s Account will be returned to the Participant (or his or her estate or designated beneficiary in the
event of the Participant’s death), without interest (unless otherwise required by applicable law), as soon as administratively practicable
thereafter, and the Participant will have no further rights under this Plan.

Unless otherwise determined by the Administrator, a Participant whose Employment transfers or whose Employment terminates
with an immediate rehire by or between the Company or a Designated Subsidiary will be treated as having terminated Employment for
purposes of participating in the Plan or an offering. The Administrator may establish additional or different rules to govern transfers of
employment for purposes of participation in the Plan or an offering, consistent with the applicable requirements of Section 423 of the
Code.

15. Equal Rights; Participant’s Rights Not Transferable

All Participants granted Options in an offering under the Section 423 Component of the Plan will have the same rights and
privileges, consistent with the requirements set forth in Section 423. Any Option granted under this Plan will be exercisable during the
Participant’s lifetime only by him or her and may not be sold, pledged, assigned, or transferred in any manner. In the event any
Participant violates or attempts to violate the terms of this Section 15, as determined by the Administrator in its sole discretion, any
Options granted to the Participant under this Plan may be terminated by the Company and, upon the return to the Participant of the
balance of his or her Account, without interest (unless otherwise required by applicable law), all of the Participant’s rights under this Plan
will terminate.

16. Change in Capitalization; Corporate Transaction

(a) Change in Capitalization. In the event of a stock dividend, stock split or combination of shares (including a reverse
stock split), recapitalization or other change in the Company’s capital structure that constitutes an equity restructuring within the meaning
of the Accounting Rules, the Administrator shall make appropriate adjustments to the aggregate number and type of shares of stock
available under this Plan, the number and type of shares of stock granted under any outstanding Option, the maximum number and type
of shares of stock purchasable under any outstanding Option, and/or the Purchase Price under any outstanding Option, in any case, in a
manner that complies with Section 423.

(b) Corporate Transaction. In the event of a sale of all or substantially all of the Stock or a sale of all or substantially all of
the assets of the Company, or a merger or similar transaction
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in which the Company is not the surviving corporation or that results in the acquisition of the Company by another person, the
Administrator may, in its discretion, (i) if the Company is merged with or acquired by another corporation, provide that each outstanding
Option will be assumed or exchanged for a substitute Option granted by the acquiror or successor corporation or by a parent or
subsidiary of the acquiror or successor corporation, (ii) cancel each outstanding Option and return the balances in Participants’ Accounts
to the Participants, and/or (iii) pursuant to Section 18 of this Plan, terminate the Offering Period on or before the date of the proposed
sale, merger or similar transaction.

17. Administration of Plan

This Plan will be administered by the Administrator. The Administrator has discretionary authority, subject only to the express
provisions of this Plan, to administer and interpret this Plan; to determine eligibility under this Plan; to prescribe forms, rules and
procedures relating to this Plan; and to otherwise do all things necessary or desirable to carry out the purposes of this Plan, to the extent
permitted under applicable law. The Administrator will determine which Subsidiary of the Company is a Designated Subsidiary, and if
the Eligible Employees of a Designated Subsidiary will participate in the 423 Component (and, in such case, if the Eligible Employees of
the Designated Subsidiary will participate in a separate offering from the Company and/or in a separate offering from other Designated
Subsidiaries) or the Non-423 Component of this Plan. Determinations of the Administrator made with respect to this Plan are conclusive
and bind all persons.

The Administrator may specify the manner in which the Company and/or Employees are to provide notices and forms under this
Plan, and may require that such notices and forms be submitted electronically.

18. Amendment and Termination of Plan

(a) Amendment. The Administrator reserves the right at any time or times to amend this Plan to any extent and in any
manner it may deem advisable; provided, however, that any amendment that would be treated as the adoption of a new plan for purposes
of Section 423 will have no force or effect unless approved by the shareholders of the Company within twelve (12) months before or
after its adoption.

(b) Termination. The Administrator reserves the right at any time or times to suspend or terminate this Plan. In connection
therewith, the Administrator may provide, in its sole discretion, either that outstanding Options will be exercisable on the Exercise Date
for the applicable Offering Period or on such earlier date as the Administrator may specify (in which case such earlier date will be treated
as the Exercise Date for the applicable Offering Period), or that the balance of each Participant’s Account will be returned to the
Participant, without interest (unless otherwise required by applicable law).

19. Approvals

Shareholder approval of this Plan will be obtained prior to the date that is twelve (12) months after the date this Plan is approved
by the Board. In the event that this Plan has not been approved by the shareholders of the Company prior to the one-year anniversary of
the date that
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this Plan is approved by the Board, all Options to purchase shares of Stock under this Plan will be cancelled and become null and void.

Notwithstanding anything herein to the contrary, the obligation of the Company to issue and deliver shares of Stock under this
Plan will be subject to the approval required of any governmental authority in connection with the authorization, issuance, sale or
transfer of such shares of Stock and to any requirements of any national securities exchange applicable thereto, and to compliance by the
Company with other applicable legal requirements in effect from time to time.

20. Participants’ Rights as Shareholders and Employees

A Participant will have no rights or privileges as a shareholder of the Company and will not receive any dividends in respect of
any shares of Stock covered by an Option granted hereunder until such Option has been exercised, full payment has been made for such
shares, and the shares have been issued to the Participant.

Nothing contained in the provisions of this Plan will be construed as giving to any Employee the right to be retained in the
employ of the Company or any Designated Subsidiary or as interfering with the right of the Company or any Designated Subsidiary to
discharge, promote, demote or otherwise re-assign any Employee from one position to another within the Company or any Designated
Subsidiary at any time.

21. Information Regarding Disqualifying Dispositions

By electing to participate in this Plan, each Participant agrees to provide such information about any transfer or disposition of
Stock acquired under this Plan in order to assist the Company or any Designated Subsidiary in complying with applicable tax laws.

22. Miscellaneous

(a) Waiver of Jury Trial. By electing to participate in this Plan, each Participant waives (or will be deemed to have
waived), to the maximum extent permitted under applicable law, any right to a trial by jury in any action, proceeding or counterclaim
concerning any rights under this Plan or with respect to any Option, or under any amendment, waiver, consent, instrument, document or
other agreement delivered or which in the future may be delivered in connection therewith, and agrees (or will be deemed to have
agreed) that any such action, proceedings or counterclaim will be tried before a court and not before a jury. By electing to participate in
this Plan, each Participant certifies that no officer, representative, or attorney of the Company has represented, expressly or otherwise,
that the Company would not, in the event of any action, proceeding or counterclaim, seek to enforce the foregoing waivers.
Notwithstanding anything to the contrary in this Plan, nothing herein is to be construed as limiting the ability of the Company and a
Participant to agree to submit any dispute arising under the terms of this Plan or in respect of any Option to binding arbitration or as
limiting the ability of the Company to require any individual to agree to submit such disputes to binding arbitration as a condition of
receiving an Option hereunder.
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(b) Limitation of Liability. Notwithstanding anything to the contrary in this Plan, neither the Company, nor any of its
subsidiaries, nor the Administrator, nor any person acting on behalf of the Company, any of its subsidiaries, or the Administrator, will be
liable to any Participant, to any permitted transferee, to the estate or beneficiary of any Participant or any permitted transferee, or to any
other person by reason of any acceleration of income, any additional tax, or any penalty, interest or other liability asserted by reason of
the failure of this Plan or any Option to satisfy the requirements of Section 423, or otherwise asserted with respect to this Plan or any
Option.

(c) Unfunded Plan. The Company’s obligations under this Plan are unfunded, and no Participant will have any right to
specific assets of the Company in respect of any Option. Participants will be general unsecured creditors of the Company with respect to
any amounts due or payable under this Plan.

23. Establishment of Sub-Plans

Notwithstanding the foregoing or any provision of this Plan to the contrary, consistent with the requirements of Section 423, the
Administrator may, in its sole discretion, amend the terms of this Plan, or an offering and/or provide for separate offerings under this Plan
in order to, among other things, reflect the impact of local law outside of the U.S. as applied to one or more Eligible Employees of a
Designated Subsidiary.

Further, the Administrator may adopt such rules, procedures and sub-plans relating to the operation and administration of this
Plan as are necessary or appropriate under applicable laws to permit or facilitate participation in this Plan by Eligible Employees who are
non-U.S. nationals or employed or providing services or located or otherwise subject to the laws of a jurisdiction outside the U.S.
Without limiting the generality of, but consistent with, the foregoing, the Administrator specifically is authorized to adopt rules,
procedures, and sub-plans, which, for purposes of the Non-423 Component, may be beyond the scope of Section 423, regarding, without
limitation, eligibility to participate in this Plan, the definition of Eligible Compensation, the dates and duration of offerings or other
periods during which Participants make contributions pursuant to the Plan, the method of determining the Purchase Price and the
discount from Fair Market value at which shares of Stock may be purchased, handling and making of payroll deductions and Accounts as
well as other methods for making contributions pursuant to the Plan, establishment of bank or trust accounts to hold payroll deductions,
conversion of local currency, obligations to pay payroll tax, determination of beneficiary designation requirements, withholding
procedures and handling of share issuances, any of which may vary according to applicable laws.

24. Governing Law

(a) Certain Requirements of Corporate Law. Options and shares of Stock will be granted, issued and administered
consistent with the requirements of applicable Delaware law relating to the issuance of stock and the consideration to be received
therefor, and with the applicable requirements of the stock exchanges or other trading systems on which the Stock is listed or entered for
trading, in each case as determined by the Administrator.
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(b) Other Matters. Except as otherwise provided by the express terms of a sub-plan described in Section 23 of this Plan or
as provided in Section 24(a) of this Plan, the domestic substantive laws of the Commonwealth of Massachusetts govern the provisions of
this Plan and of Options under this Plan and all claims or disputes arising out of or based upon this Plan or any Option or relating to the
subject matter hereof or thereof without giving effect to any choice or conflict of laws provision or rule that would cause the application
of the domestic substantive laws of any other jurisdiction.

(c) Jurisdiction. By electing to participate in this Plan, each Participant agrees or will be deemed to have agreed to (i)
submit irrevocably and unconditionally to the jurisdiction of the federal and state courts located within the geographic boundaries of the
U.S. District Court for the District of Massachusetts for the purpose of any suit, action or other proceeding arising out of or based upon
this Plan or any Option; (ii) not commence any suit, action or other proceeding arising out of or based upon this Plan or any Option,
except in the federal and state courts located within the geographic boundaries of the U.S. District Court for the District of
Massachusetts; and (iii) waive, and not assert, by way of motion as a defense or otherwise, in any such suit, action or proceeding, any
claim that he or she is not subject personally to the jurisdiction of the above-named courts that his or her property is exempt or immune
from attachment or execution, that the suit, action or proceeding is brought in an inconvenient forum, that the venue of the suit, action or
proceeding is improper or that this Plan or any Option or the subject matter thereof may not be enforced in or by such court.

25. Effective Date and Term

This Plan will become effective upon adoption of this Plan by the Board and no rights will be granted hereunder after the
earliest to occur of (a) this Plan’s termination by the Company, (b) the issuance of all shares of Stock available for issuance under this
Plan or (c) the day before the ten (10)-year anniversary of the date the Board approves this Plan.



Ex. A-1

EXHIBIT A

Definition of Terms

The following terms, when used in the Plan, will have the meanings and be subject to the provisions set forth below:

“401(k) Plan”: A retirement plan qualifying under Section 401(k) of the Code that is sponsored by the Company or one of its
Subsidiaries for the benefit of its employees.

“423 Component”: The part of this Plan, which excludes the Non-423 Component, pursuant to which Options that are intended
to satisfy the requirements of Section 423 may be granted to Eligible Employees.

“Account”: A notional payroll deduction account maintained in the Participant’s name on the books of the Company.

“Accounting Rules”: Financial Accounting Standards Board Accounting Standards Codification Topic 718, or any successor
provision.

“Administrator”: The Compensation Committee, except that the Compensation Committee may delegate its authority under
the Plan to a sub-committee comprised of one or more of its members, to members of the Board, or to officers or employees of the
Company to the extent permitted by applicable law. In each case, references herein to the Administrator refer, as applicable, to such
persons or groups so delegated to the extent of such delegation.

“Board”: The board of directors of the Company.

“Business Day”: Any day on which the established national exchange or trading system (including the Nasdaq Global Stock
Market) on which the Stock is traded is available and open for trading.

“Code”: The U.S. Internal Revenue Code of 1986, as from time to time amended and in effect, or any successor statute as from
time to time in effect, including any applicable regulations and guidance thereunder.

“Company”: Zenas BioPharma, Inc., a Delaware corporation.

“Compensation Committee”: The Compensation Committee of the Board.

“Designated Subsidiary”: A Subsidiary of the Company that has been designated by the Board or the Compensation
Committee from time to time as eligible to participate in the Plan. A list of the Designated Subsidiaries was approved by the Board on or
around the date the Plan was adopted by the Board and is set forth in the prospectus as described in Rule 428(a) of the Securities Act. For
the avoidance of doubt, any Subsidiary of the Company, whether or not a Subsidiary on the date the Plan was adopted by the Board, shall
be eligible to be designated as a Designated Subsidiary hereunder.
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“Eligible Compensation”: Regular base salary, regular base wages, and overtime payments (excluding, for the avoidance of
doubt, any long-term or equity-based incentive payments or awards, annual bonuses, commissions and sales incentives). Eligible
Compensation will not be reduced by any income or employment tax withholdings or any contributions by the Employee to a 401(k)
Plan or a plan under Section 125 of the Code, but will be reduced by any contributions made on the Employee’s behalf by the Company
or any Subsidiary to any deferred compensation plan or welfare benefit program now or hereafter established. The Administrator shall
have discretion to determine the application of this definition, including without limitation, to Participants on payrolls outside of the
United States; provided, however, that such discretion shall be exercised in a uniform and nondiscriminatory basis for Participants in the
423 Component.

“Eligible Employee”: Any Employee who meets the eligibility requirements set forth in Section 4 of the Plan.

“Employee”: Any person providing services to the Company or a Designated Subsidiary in an employee-employer relationship.
For the avoidance of doubt, independent contractors and consultants are not “Employees”. A Participant shall be deemed to have ceased
to be an Employee either upon an actual termination of employment or, if applicable, upon the entity employing the Participant ceasing
to be a Designated Subsidiary.

“Exercise Date”: The date set forth in Section 5 of the Plan or otherwise designated by the Administrator with respect to a
particular Offering Period on which a Participant will be deemed to have exercised the Option granted to him or her for such Offering
Period.

“Fair Market Value”:

(a) If the Stock is readily traded on an established national exchange or trading system (including the Nasdaq Global Stock
Market), the closing price of a share of Stock as reported by the principal exchange on which such Stock is traded; provided, however,
that if such day is not a trading day, Fair Market Value will mean the reported closing price of a share of Stock for the immediately
preceding day that is a trading day.

(b) If the Stock is not traded on an established national exchange or trading system, the average of the bid and ask prices
for shares of Stock where the bid and ask prices are quoted.

(c) If the Stock cannot be valued pursuant to clauses (a) or (b), the value as determined in good faith by the Board in its
sole discretion.

“Maximum Share Limit”: The meaning set forth in Section 10 of the Plan.

“Non-423 Component”: The part of this Plan, which excludes the 423 Component, pursuant to which Options that are not
intended to satisfy the requirements for Section 423 may be granted to Eligible Employees.

“Option”: An option granted pursuant to the Plan entitling the holder to acquire shares of Stock upon payment of the Purchase
Price per share of Stock.
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“Offering Period”: An offering period established in accordance with Section 5 of the Plan.

“Parent”: A “parent corporation” as defined in Section 424(e) of the Code.

“Participant”: An Eligible Employee who elects to participate in an Offering Period under the Plan.

“Plan”: The Zenas BioPharma, Inc. 2024 Employee Stock Purchase Plan, as from time to time amended and in effect.

“Purchase Price”: The price per share of Stock with respect to an Offering Period determined in accordance with Section 9 of
the Plan.

“Section 423”: Section 423 of the Code and the regulations thereunder.

“Stock”: Common stock of the Company, par value U.S. $0.0001 per share.

“Subsidiary”: A “subsidiary corporation” as defined in Section 424(f) of the Code.

“Tax-Related Items”: Any U.S. federal, state, local and non-U.S. income tax, social insurance, payroll tax, fringe benefit tax,
payment on account or other tax-related items arising in relation to a Participant’s participation in the Plan and legally applicable or
deemed applicable to a Participant.

“U.S.”: The United States of America.



Exhibit 31.1

CERTIFICATION PURSUANT TO RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES EXCHANGE
ACT OF 1934, AS ADOPTED

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

I, Leon O. Moulder, Jr., certify that:

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

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

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

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

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

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

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

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

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

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

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

Dated: August 13, 2026 By:/s/ Leon O. Moulder, Jr.
Name: Leon O. Moulder, Jr.
Title: Chief Executive Officer

(Principal Executive Officer)



Exhibit 31.2

CERTIFICATION PURSUANT TO RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES EXCHANGE
ACT OF 1934, AS ADOPTED

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

I, Jennifer Fox, certify that:

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

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

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

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

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

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

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

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

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

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

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

Dated: August 13, 2026 By:/s/ Jennifer Fox
Name: Jennifer Fox
Title: Chief Business Officer and Chief Financial

Officer
(Principal Financial and Accounting Officer)



Exhibit 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to 18 U.S.C. § 1350, as created by Section 906 of the Sarbanes-Oxley Act of 2002, the undersigned officer of
Zenas BioPharma, Inc. (the “Company”) hereby certifies, to the best of my knowledge, that:

(i) the accompanying Quarterly Report on Form 10-Q of the Company for the fiscal quarter ended June 30,
2026 (the “Report”) fully complies with the requirements of Section 13(a) or Section 15(d) of the
Securities Exchange Act of 1934; and

(ii) the information contained in the Report fairly presents, in all material respects, the financial condition
and results of operations of the Company.

Dated: August 13, 2026 By:/s/ Leon O. Moulder, Jr.
Name: Leon O. Moulder, Jr.
Title: Chief Executive Officer

(Principal Executive Officer)



Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER

Pursuant to 18 U.S.C. § 1350, as created by Section 906 of the Sarbanes-Oxley Act of 2002, the undersigned officer of
Zenas BioPharma, Inc. (the “Company”) hereby certifies, to the best of my knowledge, that:

(i) the accompanying Quarterly Report on Form 10-Q of the Company for the fiscal quarter ended June 30,
2026 (the “Report”) fully complies with the requirements of Section 13(a) or Section 15(d) of the
Securities Exchange Act of 1934; and

(ii) the information contained in the Report fairly presents, in all material respects, the financial condition
and results of operations of the Company.

Dated: August 13, 2026 By:/s/ Jennifer Fox
Name: Jennifer Fox
Title: Chief Business Officer and Chief Financial

Officer
(Principal Financial and Accounting Officer)


