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Class A Common Stock

This is the initial public offering of shares of Class A common stock of Recursion Pharmaceuticals, Inc. We are offering 24,242,424 shares of our Class A
common stock. The initial public offering price is $18.00 per share.

We have two series of authorized common stock, Class A common stock and Class B common stock. The rights of the holders of Class A common stock
and Class B common stock are identical, except with respect to voting and conversion. Each share of Class A common stock is entitled to one vote per share.
Each share of Class B common stock is entitled to ten votes per share and is convertible at any time into one share of Class A common stock.

Upon the completion of this offering, all shares of our Class B common stock will be held by Christopher Gibson, Ph.D., our Chief Executive Officer, or his
affiliate. Upon completion of this offering, Dr. Gibson and his affiliate will hold outstanding shares of Class B common stock representing approximately 38.3% of
the voting power of our outstanding capital stock, which voting power may increase over time as Dr. Gibson vests in and exercises equity awards outstanding at
the time of the completion of this offering. If all such equity awards held by Dr. Gibson had been fully vested and exercised and exchanged for shares of Class B
common stock as of the date of the completion of this offering, Dr. Gibson and his affiliate would hold 41.8% of the voting power of our outstanding capital stock.
As a result, Dr. Gibson will be able to significantly influence any action requiring the approval of our stockholders, including the election of our board of directors,
the adoption of amendments to our certificate of incorporation and bylaws, and the approval of any merger, consolidation, sale of all or substantially all of our
assets, or other major corporate transaction.

Prior to this offering, there has been no public market for our Class A common stock. Our Class A common stock has been approved for listing on the
Nasdag Global Select Market under the symbol “RXRX.”

We are an “emerging growth company” as defined under the federal securities laws and, as such, have elected to comply with certain reduced reporting
requirements.

Per share Total
Initial public offering price $ 18.00 $436,363,632
Underwriting discounts and commissions(1) $ 1.26 $ 30,545,454
Proceeds to Recursion Pharmaceuticals, Inc., before expenses $ 16.74 $405,818,178

1) See “Underwriting” for a description of the compensation payable to the underwriters.

Baillie Gifford & Co., and its affiliated entities, acting on behalf of a number of clients including Scottish Mortgage Investment Trust plc, one of our existing
investors, and entities affiliated with Mubadala Investment Company, also our existing investors, expect to purchase, severally but not jointly, an aggregate of
approximately $125.0 million in shares of our Class A common stock being offered in this offering at the initial public offering price. The underwriters will receive
the same underwriting discount on the shares purchased by these investors as they will on any other shares sold to the public in this offering.

We have granted the underwriters an option for a period of 30 days to purchase up to 3,636,363 additional shares of Class A common stock.

Investing in our Class A common stock involves a high degree of risk. See “Risk Factors” beginning on page 24.

Neither the Securities and Exchange Commission nor any other state securities commission has approved or disapproved of these securities
or passed upon the accuracy or adequacy of this prospectus. Any representation to the contrary is a criminal offense.

The underwriters expect to deliver the shares against payment in New York, New York to purchasers on or about April 20, 2021, through the book-entry
facilities of the Depositary Trust Company.

Goldman Sachs & Co. LLC J.P. Morgan
BofA Securities SVB Leerink Allen & Company LLC

KeyBanc Capital Markets
Prospectus dated April 15, 2021
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A LETTER FROM OUR CO-FOUNDER AND CEO
Dear Investor,

Our mission is to Decode Biology to Radically Improve Lives. It is purposefully audacious, expansive and impactful. We are
capitalizing on the once-in-a-lifetime near simultaneous convergence of exponential improvements in diverse areas of science and
technology that will make this the century of biology.

The purpose of this letter is to share key ideas and principles with you that can be difficult to express, but that | believe are critical
to the delivery of our mission. You should know what kind of company we are today and aim to become in the future as you consider
joining our mission as a shareholder.

Biology Is Complex

Biology is enormously complex and highly networked. As a species, we so far only understand a tiny fraction of all there is to learn
on the subject, despite millions of incredible scientists having dedicated their lives to uncover its truths. Further, much of biology may be
too complex for any human to ever understand. Unraveling the complexity of biology is a path to better medicines.

In spite of the challenges, the accomplishments of the modern biopharmaceutical industry over the last 30 years are tremendous:
antiviral compounds have transformed HIV/AIDS from a death sentence to a chronic condition and have cured more than one million
patients with Hepatitis C; increasingly targeted chemotherapeutics and a new exciting generation of immune therapies have helped
millions of cancer patients reach remission, see a child’s wedding or enjoy a few more holiday meals with their family; antibody therapies
like those targeting TNFa have meaningfully improved the quality of life for millions of patients; and today the world witnesses the roll-out
of COVID-19 vaccines developed in record time. These examples are but a few of the hundreds of incredible new medicines made
possible thanks to both basic and applied research, to the researchers who dedicate themselves passionately to science, and to the
patients who continue to inspire us.

Despite these advances and the incredible work of scientists all over the world, an inconvenient truth remains: more than 90% of
drugs that have advanced into clinical trials failed before they made it to the market. Even today, thousands of diseases affecting hundreds
of millions of people have no effective treatment. Meaningfully accelerating the pace, broadening the scale and decreasing the cost of
bringing effective, new medicines to the patients who need them is one of the greatest challenges and largest opportunities for humanity.

Leveraging Technology for Scale and Complexity Is How We Find the Unexpected

Biological systems may be complex, but they are not fundamentally unsolvable. Over just the last five years we have witnessed
exponential advancements in the toolsets used in diverse technical fields including i) increasing control over biology with tools such as
CRISPR genome editing and synthetic biology; ii) rapidly advancing robotics enabling reliable automation of complex tasks at
unprecedented scale, including biological experimentation; iii) new computational techniques leveraging new neural network architectures
enabling iterative analysis of, and inference from, very large, complex and incomplete datasets; and iv) the increasing elasticity of high
performance computation thanks to cloud solutions. The simultaneous convergence of rapid advancements and improvements in these
fundamental areas has created the milieu for a revolution in the discovery and development of new medicines.
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The core principle of our approach to improving the scale and efficiency of drug discovery is to automate and integrate the wet lab
to create massive empirical datasets of biology and the dry lab where we leverage machine learning, or ML, to unravel the complex
patterns within our datasets. No static dataset could likely contribute meaningfully to solving disease biology; the secret is the iterative
approach where the learnings of prior data inform the generation of new data, and the secret to that approach is to generate our own data
in-house. Our dataset, fit for the purpose of machine learning, grows by approximately 80 terabytes each week, and thus algorithms can
be improved exponentially faster than if applied to a static dataset.

Further, our approach allows us to eschew human bias, which is often a major threat to the drug discovery process. As humans, we
are limited in the size and scale of data we can interpret and we are prone to seeing the data that suits us and justifies our hypothesis.
While today our ML processes lack all the intuition of a savvy drug-hunter, the algorithm cares not for the hypothesis.

Our People & Culture Are Our Foundation

What | underestimated most in the early days of Recursion was not biology or fundraising, but the challenges of hiring great people
and turning them loose on difficult problems across so many varied technical fields. Thanks to incredible mentorship, brilliant co-founders,
and some fantastic early hires, the importance of creating an environment of diversity, inclusion, curiosity, learning, integrity and boldness
was emblazoned in us early. We have invested heavily in our people since the early days, for no amount of infrastructure or code will
enable us to achieve our mission without them. More than seven years in, we now have a thriving community where data scientists,
software engineers and automation engineers mingle with their colleagues in biology, chemistry and clinical development and where
together we work on incredibly hard problems, united by our mission.

What We Can Learn from Other Industries

Over the past two decades, we have all watched the proliferation of technology across industry after industry. Established and
entrenched companies with long and distinguished histories have been all but forgotten thanks to a new breed of approach.

By combining a reliable source of data at scale with systems, processes, and algorithmic approaches, an electronic bookseller took
on traditional retail, a video-by-mail service became one of the most powerful forces in entertainment and a small electric car maker leapt
a decade ahead of the rest of the auto industry. In each case, the company cornered a small niche of a market and then leveraged data
and technical savvy to grow more quickly than most thought possible. Further, as they integrated new datasets at scale, network effects
took hold and the power of their approach accelerated exponentially. By the time their competitors realized and reacted to what was
happening, they were at a distinct disadvantage.

Similarly, we started by focusing on quietly building one of the largest and fastest-growing biological image datasets on Earth, along
with the systems, processes and algorithms to explore it in the context of a niche set of rare diseases. This initial approach has led to a
pipeline of drug candidates far broader than that of traditional biopharmaceutical companies of a similar age and size.

In just the last year, we have started to take all that we have learned to begin to scale the creation of additional datasets, and to
begin to focus on building the systems, processes and algorithms of integration and relation among and between them. As network effects
take hold, we believe that the power of our approach likewise will accelerate exponentially. And we won'’t stop with discovery; we will
leverage new technology and our ethos of creating virtuous cycles of learning around datasets to build a next generation, integrated, and
verticalized biopharmaceutical company and more.
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Many believe that the disruptive changes seen in other industries over the past two decades will not happen in biopharmaceuticals;
the space is too complex and highly regulated. It is certainly not surprising that this is among the last industries to experience these
changes, but it is not immune. In fact, the industry has endured such cycles of technological disruption before; in the 1980s new data and
technology allowed us to dissect molecular pathways, and again in the late 1990s and 2000s as biologics began to flourish. This cycle has
happened previously, and the stakes are high: there are few other industries where more than a dozen companies have market
capitalization of over $100 billion, fewer industries still where their products fail 90% of the time during development and none with the
same potential for impact. The cycle will happen again.

The Recursion Map of Human Cellular Biology Predicts Billions of Relationships

We have built a Map of human cellular biology that enables us to predict relationships and interactions among and between various
elements of biology and chemistry at scale and speed. Further, we have focused on controlling our own vertical; our predictions can be
validated experimentally in our own labs, translated through animal models in our own vivarium, and developed through the clinic by our
own team.

Over the coming decades we will continue to build at the intersection of the physical world and the digital world, creating virtuous
cycles of data generation, analysis, and iteration across not only drug discovery, but clinical development and manufacturing, as well as
across therapeutic modalities and indications. This approach has given rise to the creed of Recursion:

Build the Map
Follow the Map
Serve Patients

Those eight words serve as both the compass by which we navigate, and also for you, an investor, a pithy distillation of our
strategy.

Our Pioneering Spirit and Underdog Mentality Remain

From our earliest days, our story was unlikely. We are a company started by two graduate students and a professor, headquartered
in Salt Lake City, Utah. Like many early tech companies, we were first funded by cash advances on a credit card, savings and friends and
family that believed in us. We bought used equipment from a defunct laboratory in San Diego, loaded it in a moving van, and drove
through the night back to our eleset lab to get started.

Our humble and unlikely beginnings are foundational to what we’ve built today. We were underdogs and felt that way. Now, we
have been recognized as one of the most established artificial intelligence drug discovery companies and a major player in the nascent
field of artificial intelligence-focused drug discovery, but we will stay hungry and committed. We will operate as underdogs each and every
day, surprising anyone who underestimates us.

We Lead with Data and Demonstrables

Today, the principles of our approach remain largely unchanged from what we began with in 2013. In just over seven years we have
built or demonstrated what we believe is:

* One of the largest proprietary biological datasets.
» One of the largest, broadest and deepest pipelines of any technology-enabled drug discovery company.
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» A transformational partnership with Bayer where we seek to discover approximately 10 new treatments for fibrosis in the next
five years.

* Anincredible team of over 200 Recursionauts, with world class talent, expertise and leadership, and with an incredible culture of
caring, learning, delivery and acting boldly with integrity as One Recursion.

We are a biotechnology company scaling more like a technology company, and we are just getting started.

An Invitation to Join Us and Our Commitment to You

You can invest in many companies, and thankfully, many great technologists are turning their attention to advancing missions that
matter for humanity. The future is bright.

In the pages that follow, you will read a great deal about the company our team has built. We have included a wide range of facts
and figures because at Recursion we lead with data and demonstrables, always. You will read about how the Map we have built is
demonstrating meaningful leading indicators of industrializing drug discovery and development. We hope that whether you are a
technology investor, a healthcare investor or a generalist investor, you find elements of our story that speak to you and you are excited by
our ambitious mission and progress over the past seven years.

But we also hope that you consider the kind of company we are trying to build and how we will swing for the fences to make a
meaningful impact on millions of people; we will never become complacent with the pipeline we have built, the Map we have built, or with
moderate successes. We will dare greatly.

There will undoubtedly be many bumps in the road and there will be failures; biology and chemistry are hard. In the war to
industrialize a process as complex and costly as the discovery and development of hew drugs, inevitably we will lose battles, but we will
always keep sight of the mission. Should you join us, expect to experience both our setbacks and our successes and know that we learn
from both, and perhaps most from our failures.

Finally, know that our ambition is not limited just to the discovery of medicines, for we have proven to ourselves our ability to make
a Map of human cellular biology, and as such, we would be foolish not to map other elements of biology. Ultimately there is not one Map,
but many, and we are the company that can build them and consolidate them, extending our creed one day well beyond
biopharmaceuticals:

Build The Atlas
Follow The Atlas
Serve Humanity

Our commitment to you is that our dedicated team will work boldly and with urgency to achieve our mission. We hope that through
the words in these pages the spirit of Recursion comes through and that when you invest in us, you are investing as much in the impact
this team and our mission can achieve as for the financial opportunity before us. Together, we can decode biology to radically improve
lives.

Thank you,

Chris Gibson, Ph.D.
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Through and including May 10, 2021 (the 25th day after the date of this prospectus), all dealers effecting transactions in
these securities, whether or not participating in this offering, may be required to deliver a prospectus. This is in addition to a
dealer’s obligation to deliver a prospectus when acting as an underwriter and with respect to an unsold allotment or
subscription.

Neither we nor the underwriters have authorized anyone to provide you any information or make any representations other than
those contained in this prospectus or in any free writing prospectus prepared by or on our behalf, or to which we have referred you. We
and the underwriters take no responsibility for, and can provide no assurance as to the reliability of, any other information that others may
give you. We and the underwriters are not making an offer to sell these securities in any jurisdiction where the offer or sale is not
permitted. You should assume that the information appearing in this prospectus is accurate only as of the date on the front cover of this
prospectus. Our business, financial condition, results of operations and prospects may have changed since that date.

For investors outside of the United States: we have not, and the underwriters have not, done anything that would permit this
offering or possession or distribution of this prospectus in any jurisdiction where action for that purpose is required, other than the United
States. Persons outside of the United States who come into possession of this prospectus must inform themselves about, and observe
any restrictions relating to, the offering of the shares of Class A common stock and the distribution of this prospectus outside of the United
States.
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PROSPECTUS SUMMARY

This summary highlights selected information contained elsewhere in this prospectus and is qualified in its entirety by the more
detailed information and consolidated financial statements included elsewhere in this prospectus. This summary does not contain all
of the information you should consider before investing in our Class A common stock. You should carefully read this entire
prospectus, including the information under the sections titled “Risk Factors,” “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” and our consolidated financial statements and related notes included elsewhere in this
prospectus, before making an investment decision. Unless the context requires otherwise, references in this prospectus to “Recursion
Pharmaceuticals,” “Recursion,” the “Company,” “we,” “us” and “our” refer to Recursion Pharmaceuticals, Inc. Unless otherwise
indicated, references to our “common stock” include our Class A common stock and Class B common stock.

Overview

We are a clinical-stage biotechnology company decoding biology by integrating technological innovations across biology,
chemistry, automation, data science, and engineering, with the goal of radically improving the lives of patients and industrializing drug
discovery. Central to our mission is the Recursion Operating System, or Recursion OS, that combines an advanced infrastructure
layer to generate what we believe is one of the world’s largest and fastest-growing proprietary biological and chemical datasets and
the Recursion Map, a suite of custom software, algorithms, and machine learning tools that we use to explore foundational biology
unconstrained by human bias and navigate to new biological insights which may accelerate our programs. The combination of wet-lab
biology and in silico tools in our closed-loop system differentiates us from others within the industry. Similarly, our balanced team of
life scientists and computational and technical experts creates an environment where empirical data, statistical rigor, and creative
thinking are brought to bear on our decisions. To date, we have leveraged our Recursion OS to create three value drivers: i)
advancement of 37 internally-developed programs, including four clinical stage assets, focused on areas of significant unmet need,
several of which have market opportunities in excess of $1 billion in annual sales, ii) strategic partnerships with leading
biopharmaceutical companies, and iii) Induction Labs, a growth engine created to explore new extensions of the Recursion OS both
within and beyond therapeutics. The number of programs we are advancing has doubled in size since 2019. Although we cannot
provide any guarantee that we will achieve similar development timelines with future product candidates, we believe we will be able to
continue accelerating the pace of program additions in the future. As such, we are a biotechnology company scaling more like a
technology company.




Table of Contents

4 Recursion Map

Phencmics

Recursion 3
Data Universe %

1. Data

4. Program
Processing

Actalsration

Institutional Knowledge

Infrastructure

Recursion Operating System

Bialogical Chemistry Techralagy Exprimar Execution
Taocls Taools Stack Design EOC
= —
|

|
Livary Frmary, i v Pipekte )
[ L B e Wumen [ ] W avehoreing Catalsr
[rse— Erpanimiest iy
. Acopaiic ‘ Dekighr R
Gopone Seueig & [ |
Soiabla Fi ¥ Ligw Hpds
fusab Fictin Y swsage I P .l.:.-.:m Prossanios .L:_“T | | | fmage
Covidozn —
Anciased - Vo & B Mera-dora In Vs ok 1 _— -
® T T T TR T s ) Ay

We believe we have demonstrated that our approach industrializes drug discovery, broadening the funnel of potential
therapeutic starting points, identifying failures earlier in the research cycle when they are relatively inexpensive, and accelerating the
delivery of high-potential drug candidates to the clinic while reducing cost. In mid-2020 we began transitioning from ‘brute-force
search’ approaches, where we physically test every combination of disease model and drug candidate in our library using our
automated wet-lab infrastructure, to a more efficient and even more powerful ‘inferential search’ approach. Under this new paradigm,
we independently profile thousands of disease models and hundreds of thousands of drug candidates and then infer tens of billions of
biological and chemical relationships in silico, prioritizing the most promising candidates for further validation. Ambitious explorations
that would have taken us approximately 1,000 years to execute using our current throughput with brute-force search can now be
inferred in a matter of months. This transition marks early progress towards realizing our founding vision — converging massive
biological and chemical datasets and modern machine learning, or ML, algorithms to drive the unbiased discovery of novel
therapeutics at a pace and scale beyond what could be practically studied or explored in the physical world.
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Year 2017 2018 2019 2020
Total Phenomic Experiments (Millions) 22 7.6 23.9 55.6
Data (PB) 0.5 1.8 4.3 6.8
Cell Types 7 12 25 36
Unigue Perturbations™ (Millions) 0.02 0.1 0.5 1.3
Total Chemical Library (Thousands) 3 24 106 706
In Silico Chemistry Library (Billions) 0 a 0.015 3
Inferential Relationships® (Billions) MA MNA MA 13
Clinical Assets 0 1 2 4
Cost Per Experiment® ($) 0.63 0.45 0.36 0.33

1) ‘Unique Perturbations’ refers to the number of gene, soluble factor, cell, and/or compound combinations physically explored.

2 Includes approximately 500,000 compounds from Bayer’s proprietary library.

?3) ‘Inferential Relationships’ refers to the number of Unique Perturbations that have been predicted using our Recursion Map.

4) ‘Cost Per Experiment’ refers to the average adjusted direct cost to perform one phenomic experiment (defined as one well per perturbation) and is inclusive of

consumable, compound, and labor costs.

In its ideal state, a drug discovery funnel would be shaped like the letter ‘T’ where a broad universe of possible therapeutics
could be narrowed immediately to the best candidate, which would advance through subsequent steps of the process quickly and with
no attrition. Our goal is to leverage technology to reshape the typical drug discovery funnel towards its ideal state by broadening the
funnel of potential therapeutic starting points, rapidly narrowing the funnel by identifying failures earlier in the research cycle when
they are relatively inexpensive, and accelerating the preclinical development of high-potential drug candidates. Late-stage clinical
failures are the primary driver of costs in today’s pharmaceutical R&D model, due in part to inherent uncertainty in the clinical
development and regulatory process. Reducing the rate of costly, late-stage failures and accelerating the timeline from hit to clinical
candidate would create a more sustainable R&D model.
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We believe we have made progress in reshaping the traditional drug discovery funnel in the following ways:

1. Broaden the funnel of therapeutic starting points. Our flexible and scalable infrastructure and our ability to use our inference-
based Recursion Map to predict tens of billions of relationships between disease models and therapeutic candidates, including
relationships predictive of candidate mechanism of action, ‘widens the neck’ of the discovery funnel beyond hypothesized and
human-biased targets.

2. Identify failures earlier in the research cycle when they are relatively inexpensive, to rapidly narrow the neck of the funnel. The
Recursion Map combines massive biological and chemical datasets and computational tools that enables us to both i) select
more highly translatable therapeutic starting points, and ii) predict select absorption, distribution, metabolism, excretion and
toxicology, or ADMET, liabilities for drug candidates, prioritizing those programs with a higher likelihood of downstream
success. Notably, this strategy not only results in an increase in early-stage attrition, but we expect will also result in an overall
lower cost of drug development.

3. Accelerate delivery of high-potential drug candidates to the clinic. The Recursion Map contains a suite of digital chemistry tools
that enable highly efficient exploration of chemical space, including 3D virtual screening as well as translational tools that
improve the robustness and utility of in vivo studies. The outcome of discovery efforts is inherently uncertain, however, and we
cannot provide any guarantee that we will achieve similar discovery and development timelines in the future as we have with
respect to our current product candidates.
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We have leveraged our evolving Recursion OS to explore more than 100 disease programs to a depth sufficient to quantify
improvements in the time, cost, and anticipated likelihoods of program success by discovery stage, compared to the traditional drug
discovery paradigm. These metrics are leading indicators that, using our approach, we can industrialize drug discovery. We believe
that future iterations of the Recursion OS will enable even greater improvements. Ultimately, we look to minimize the total dollar-
weighted failure while maximizing the likelihood of success. Nonetheless, our approach may present material challenges to moving
product candidates into clinical trials, including potential challenges to obtaining IND approval if the mechanism of action is not
understood. Furthermore, we may not be successful in obtaining regulatory approval or commercializing our product candidates on an
accelerated basis, or at all.
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The Recursion OS

The Recursion OS is an integrated, multi-layer system for generating, analyzing, and deriving insights from biological and
chemical datasets. It consists of three parts:

 Infrastructure Layer: A synchronized network of highly scalable enabling hardware and software used to design and
execute diverse biological experiments and subsequently store our ever-growing datasets. One of the cornerstones of this
layer is our state-of-the-art ML supercomputer, BioHive-1, which we believe is one of the most powerful computers wholly
owned by any single biopharmaceutical company for drug discovery applications and the 58th most advanced
supercomputer overall.

* The Recursion Data Universe: As of March 22, 2021, our Recursion Data Universe contained nearly eight petabytes of
highly relatable biological and chemical data spanning multiple different data modalities. The size of the Recursion Data
Universe has grown more than threefold since 2018 and has continued to grow at an accelerating rate. For context, our
dataset already requires more storage capacity than all of the feature-length films in human history in high-definition,
combined.

« The Recursion Map: A suite of in-house software tools, algorithms, and machine learning approaches designed to process
and translate data from the Recursion Data Universe into actionable insights for our research and development teams.

The combination of wet-lab biology used to generate our proprietary dataset and in silico tools in our closed-loop system sets
us apart in the field of tech-enabled drug discovery. Many companies in this space: i) leverage disparate, noisy and often
irreproducible third-party datasets, which are poorly suited for ML, or ii) build tools “as a service” for others, which may limit their
upside and impact over time. More importantly, our repetition of wet-lab validation and in silico predictions creates a flywheel effect,
where
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data generation and learning accelerate side-by-side and further strengthen our drug discovery platform. While emerging competitors
and large well-resourced incumbents may pursue a similar strategy, we have two advantages as a first mover: i) no amount of
resources can compress the time it takes to observe naturally occurring biological processes, and ii) the ever-growing Recursion Data
Universe creates compounding network effects that may make it difficult to close the competitive gap.

While the Recursion Data Universe is composed of a variety of proprietary datasets, the core dataset is based on billions of
labeled images of human cells generated across millions of unique perturbations using diverse biological tools generated in our own
wet laboratories. Our expertise in developing this dataset serves as a foundation upon which we are building additional
complementary scaled biological and chemical datasets.

® Diverse types of cells are ®ona weekly basis, aliquaots of . Experimental plates are . Microscopes captura
received, passaged and cellz are thawed and added to handled and stored high-resolution images
expanded using 1,536-well assay-ready plates using automated lab of final cellular state
increasingly larger vessels robotics

Bioreactors are ® % Callz are

used for final harvesied ® Cells are perturbed using ® Riates are fed into data
expansion 1o and {a) diverse biological tools capiure instruments,
Maximize assay- eryopreserved (e.g. CRISPR, viral, including high-
ready cell soluble protein factors) throughput confocal
production AMD (b) diverse chemical microscopes
starting materials

Our People and Culture

We operate at the intersection and cutting edge of science and technology. Unlike traditional biotechnology companies, our
rapidly growing team of more than 200 ‘Recursionauts’ is balanced between life scientists (approximately 40% of employees) and
computational and technical experts (approximately 35% of employees), creating an environment where empirical data, statistical
rigor, and creative thinking are brought to bear on the problems we address. While we are united in a common mission, Decoding
Biology to Radically Improve Lives, our greatest strength lies in our differences: expertise, gender, race, disciplines, experience, and
perspectives. Deliberately building and cultivating this culture is critical to achieving our audacious goals.

Our Value Drivers

We have used the Recursion OS to build three value drivers thus far: i) 37 internally-developed programs focused on areas of
significant unmet need, several of which have individual market opportunities in excess of $1 billion in annual sales, ii) strategic
partnerships with leading biopharmaceutical companies, and iii) Induction Labs, a growth engine created to explore new extensions of
the Recursion OS both within and beyond therapeutics.

Our Programs

Every program at Recursion is a product of our Recursion OS. While we are advancing 37 programs, we highlight ten ‘Notable
Programs’ that are key, near-term value drivers given their individual market opportunities and the validation they provide for each
generation of the Recursion OS.
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EUS is defined as France, Germany, Italy, Spain and the United Kingdom. All numbers are prevalence unless otherwise noted.

Annual US-EU5 incidence for all NF2-driven meningiomas.

Hereditary and sporadic symptomatic population.

730,000 annual incidence in US-EUS. Initial clinical studies will focus on subsets of the total population with high rates of recurrent infection.

Our program has the potential to address a number of indications within neuroinflammation, including multiple neurodegenerative diseases totaling at least 13
million patients in the US and EU5. We intend to pursue a select subset of these indications in the future.

Annual US-EUS incidence.

Our program has the potential to address a number of indications driven by MYC alterations, totaling 130,000 patients in the US and EU5 annually. We have not
finalized a target product profile for a specific indication.

Brute-Force Search Programs

Eight of our Notable Programs were identified using our brute-force search approach. Four of these programs are new uses of

existing known chemical entities, or KCEs, that we have advanced to clinical development and for which we have obtained key
enabling licenses. Another four of these programs are new chemical entities, or NCEs, that have been discovered and advanced
in-house.

« REC-4881 for the Treatment of FAP. REC-4881 is an orally bioavailable, non-ATP-competitive allosteric small molecule
inhibitor of MEK1 and MEK2 being developed to reduce tumor size in familial adenomatous polyposis, or FAP, patients.
REC-4881 appears to be well tolerated, consistent with the intended use and a gut-localized PK profile in humans that is
highly advantageous for FAP and potentially other tumors of the gastrointestinal tract. We expect to enroll the first patient in
a Phase 2, double-blind, randomized, placebo-controlled trial within the next four to five quarters.
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« REC-3599 for the Treatment of GM2 Gangliosidosis. REC-3599 is an orally bioavailable, selective, potent small
molecule inhibitor of protein kinase C, or PKC, and glycogen synthase kinase 3 beta, or GSK3R, being developed for the
treatment of GM2 gangliosidosis. This molecule has demonstrated strong reduction of pathogenic biomarkers GM2 and
lipofuscin levels in cells derived from patients with multiple different mutations in either HEXA or HEXB, referred to as Tay-
Sachs or Sandhoff Disease, respectively. We are currently generating additional pharmacodynamic data in a HEXB-mutant
animal model of GM2 at the request of the FDA in anticipation of enrolling the first patient in an open-label Phase 2 trial
within the next four to five quarters.

* REC-2282 for the Treatment of NF2. REC-2282 is a CNS-penetrant, orally bioavailable, small molecule histone
deacetylase, or HDAC, inhibitor being developed for the treatment of NF2-driven meningioma and neurofibromatosis type 2.
This molecule appears to be well tolerated, including in patients dosed for multiple years, and potentially has reduced
cardiac toxicity that would differentiate it from other HDAC inhibitors. Its oral bioavailability and CNS penetrance distinguish it
from currently approved HDAC inhibitors. We expect to enroll the first patient in an adaptive, parallel group, Phase 2/3,
randomized, multicenter study within the next four to five quarters.

« REC-994 for the Treatment of CCM. REC-994 is an orally bioavailable superoxide scavenger small molecule being
developed for the treatment of cerebral cavernous malformations, or CCM. In Phase 1 single-ascending dose, or SAD, and
multiple-ascending dose, or MAD, trials in healthy volunteers that we conducted, REC-994 demonstrated tolerability and
suitability for chronic dosing. CCM is among the largest areas of unmet need in rare disease, affecting approximately
360,000 symptomatic patients in the United States and EU5, and has no approved therapies. We expect to enroll the first
patient in a Phase 2, double-blind, placebo-controlled, safety, tolerability and exploratory efficacy study within the next four to
five quarters.

« Lead Molecules for the Treatment of C. difficile Colitis. We have identified three lead NCEs (REC-163964,
REC-164014, and REC-164067) with the potential to be orally active, gut-biased, small molecule C. difficile toxin inhibitors,
which we have shown to act via inhibition of glucosyl transferase. These molecules have the potential to prevent recurrent
disease and be used as secondary prophylaxis therapy in high-risk patients with C. difficile infections, the leading cause of
antibiotic-associated diarrhea and a major cause of morbidity and mortality. We are currently completing exploratory
non-clinical safety studies to enable potential selection of a development candidate.

« Lead Molecules for the Treatment of Neuroinflammation. We have identified three lead NCEs (REC-648455,
REC-648597, and REC-648677) with the potential to be orally bioavailable, safe, CNS-penetrant, small molecule modulators
of microglial activation. Microglial activation and neuroinflammation are hallmarks of neurodegenerative diseases such as
Alzheimer’s disease and Parkinson’s disease, and CNS inflammatory diseases such as multiple sclerosis. Small molecule
modulators of microglial activation have the potential to reduce neuronal death associated with proinflammatory processes in
neurodegenerative diseases and inflammatory diseases of the CNS. The project is in lead optimization.

« Lead Molecules for the Treatment of Batten Disease. We have identified three lead NCEs (REC-648190, REC-259618,
and REC-648647) with the potential to be orally bioavailable, CNS-penetrant, disease modifying therapeutics for multiple
subtypes of Batten disease. Batten disease is an autosomal recessive, neurodegenerative disease resulting from mutations
in one of fourteen CLN genes. While rare, these disorders collectively represent the most prevalent
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pediatric neurodegenerative disease and demonstrate significant unmet need. This project is currently in lead optimization.

* Lead Molecules for the Treatment of CMT2A. We have identified four lead molecules (REC-64810, REC-648458,
REC-1262, and REC-150357) with the potential to be orally bioavailable, disease modifying molecules to slow or reverse the
progression of the mitochondrial disease Charcot-Marie-Tooth type 2A, or CMT2A. CMT2A is a rare, autosomal dominant,
peripheral nerve degenerative disease caused by mutations in the MFN2 gene which leads to progressive muscle atrophy in
the lower legs and hands. There are no approved disease modifying therapies for CMT2A. This project is currently in lead
optimization.

Inferential Search Programs

Two of our Notable Programs were identified since mid-2020 using our new inferential search approach. One of these
programs is a new use of an existing KCE while the other is an NCE discovered and advanced in-house. The speed with which we
have been able to identify and initiate early discoveries with inferential search programs demonstrates the potential power of the
Recursion OS to generate high-quality hits to move through the lead optimization process.

* REC-64151 for the Treatment of Inmune Checkpoint Resistance in STK11-mutant NSCLC. We have identified a
novel potential use for a clinical-stage, orally bioavailable small molecule to restore and improve sensitivity to immune
checkpoint inhibitors in tumors harboring mutations in the tumor suppressor gene STK11. There are approximately 30,000
cases per year of STK11-mutant metastatic non-small cell lung cancer, or NSCLC, in the US and EU5, and these mutations
have been shown to predict poor prognosis and resistance to immune checkpoint inhibitors, or ICI, specifically anti-PD-(L)1
therapies. There are currently no approved therapies developed to specifically modulate tumor response in STK11-mutant
cancers. This program is currently in the dose-optimization phase.

* MYC-Inhibitory Molecules for the Treatment of Solid and Hematological Malignancies. We have identified multiple hit
series using our inferential-search approach that have subsequently shown concentration-dependent activity in suppressing
transcriptional activity downstream of MYC. Increased expression of MYC transcriptional target genes presents across
oncology and up to 50% of cancers harbor alterations in MYC. Novel small molecules with the potential to suppress
MY C-dependent activity could improve treatment of diverse tumors, especially those harboring mutations in genes directly
implicated in MYC activation. There are currently no approved molecules that target MY C specifically. This program is
currently in the hit-to-lead phase.

In addition to the Notable Programs highlighted above, we are actively exploring 27 additional programs which may prove to be
drivers of our future growth. Of these programs, 10 arose out of our brute-force search approach, and 17 were identified using our
newer inferential search approach since July 2020. Moving forward, we expect that the vast majority of our new programs will be
discovered using our inferential search approach. We believe that the number of potential programs we can generate with our
Recursion OS is key to the future of our company, as a greater volume of validated programs has a higher likelihood of creating value.
The speed at which our Recursion OS generates a large number of product candidates is important, since traditional drug
development often takes a decade or more. In addition, we believe that our large number of potential programs makes us an
attractive partner for larger pharmaceutical companies. The static or declining level of R&D output at many large companies means
that they have an ongoing need for new projects to fill their pipelines.
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Our Partnerships

We are not alone in our mission to industrialize drug discovery and improve patient lives. Using our Recursion OS, we will
continue to collaborate with leading biopharmaceutical companies who have the resources and experience to help us broadly explore
diverse disease domains (e.g., fibrosis, neuroscience, oncology, immunology, and inflammation) and rapidly identify novel therapeutic
candidates.

In August 2020, we entered into a multi-year, strategic partnership with Bayer in the area of fibrosis. Under the partnership, the
parties agreed to initiate approximately 10 discovery projects over a five-year period to identify novel therapeutics for devastating and
complex fibrotic diseases across multiple organ systems including lung, liver, and heart. Bayer contributed approximately 500,000
compounds from its proprietary library and will provide deep scientific expertise throughout the partnership.

While our partnerships to date have focused on small molecule research, future partnerships may extend into large molecule
research and novel therapeutic modalities including gene therapies and cell therapies.

Our Strategy for Value Creation

We are a biotechnology company scaling more like a technology company. The near to medium term elements of our business
strategy align with our three key value-drivers. While we cannot provide any guarantee that we will achieve similar development
timelines or technical success with future product candidates, our goal is to:

Develop the Current Pipeline of Assets While Delivering Super-Linear Pipeline Growth.

. Rapidly advance our notable products through development and toward regulatory submission, although we may not
be successful in obtaining regulatory approval or commercializing our product candidates on an accelerated basis, or
at all.

. Super-linearly expand and advance our pipeline.

. Mitigate portfolio risk through therapeutic and mechanistic diversification and select asset partnerships.

. Demonstrate time and costs at each stage of discovery and development that are lower than industry averages.

. Demonstrate a level of technical success for our clinical programs that is greater than industry average.

. Continue growing the Recursion Data Universe and improve the Recursion Map, as we believe that the assets that will
drive the most value for Recursion and society are those still to come.

If we are successful in our pursuit to industrialize drug discovery, we may have the opportunity to pioneer how and where value
is allocated within the biopharmaceutical industry by: i) commanding more value while partnering programs much earlier in the
discovery and development process, ii) addressing disease areas of high unmet need that are otherwise considered too small or
unprofitable for traditional drug development, and iii) competing on innovation and speed-to-market in major therapeutic areas,
securing a leadership position. We believe that success in these endeavors may lead to a lasting, positive, and transformative impact
on patients’ lives and the biopharmaceutical industry.

10
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Risks Associated with Our Business

Our business is subject to numerous risks and uncertainties that you should consider before investing in our company. These
risks are described more fully in the section titled “Risk Factors” in this prospectus. These risks include, but are not limited to, the
following:

We are a clinical-stage biotechnology company with a limited operating history.

We have incurred significant operating losses since our inception and anticipate that we will incur continued losses for the
foreseeable future.

Even if we consummate this offering, our mission is broad and expensive to achieve and we will need to raise substantial
additional funding.

We have no products approved for commercial sale and have not generated any revenue from product sales.

We or our current and future collaborators may never successfully develop and commercialize drug products, which would
negatively affect our results of operation and our ability to continue our business operations.

Our quarterly and annual operating results may fluctuate significantly in the future due to a variety of factors, many of which
are outside of our control and may be difficult to predict.

Our approach to drug discovery is unique and may not lead to successful drug products, for reasons including but not limited
to potential challenges identifying mechanisms of action for our candidates.

Our drug candidates are in preclinical or clinical development, which are lengthy and expensive processes with uncertain
outcomes and the potential for substantial delays.

Although we intend to explore other therapeutic opportunities, in addition to the drug candidates that we are currently
developing, we may fail to identify viable new drug candidates for clinical development for a number of reasons. If we fail to
identify additional viable potential drug candidates, our business could be materially harmed.

Our business and operations would suffer in the event of computer system failures, cyber-attacks, or deficiencies in our
cybersecurity or the cybersecurity of third parties, suppliers, or service providers.

If we are not able to develop new solutions and enhancements to our platform that keep pace with technological
developments, our business and results of operations would be harmed.

Defects or disruptions in our platform could result in diminishing our value and prospects.

A pandemic, epidemic, or outbreak of an infectious disease, such as COVID-19, or other force majeure events, may
materially and adversely affect our business and our financial results and could cause a disruption to the development of our
drug candidates.

If we fail to sufficiently manage and improve our technical hardware infrastructure we may experience errors, delays and
other performance problems.

We are subject to regulatory and operational risks associated with the physical and digital infrastructure at both our internal
facilities and those of our external service providers and suppliers.

We may seek to establish additional collaborations for clinical development or commercialization of our drug candidates,
and, if we are not able to establish them on commercially reasonable terms, or at all, we may have to alter our development
and commercialization plans.

11
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 If we are unable to adequately protect and enforce our intellectual property and proprietary technology or obtain and
maintain patent protection for our technology and products, or if the scope of the patent protection obtained is not sufficiently
broad, our competitors could develop and commercialize technology and products similar or identical to ours, and our ability
to successfully commercialize our technology and products may be impaired.

 If we are unable to protect the confidentiality of our trade secrets and know-how, our business and competitive position may
be harmed.

« If we fail to comply with our obligations in the agreements under which we collaborate with or license intellectual property
rights from third parties, or otherwise experience disruptions to our business relationships with our collaborators or licensors,
we could lose rights that are important to our business.

Corporate Information

We were formed in Delaware as a limited liability company in November 2013 under the name Recursion Pharmaceuticals,
LLC. In September 2016, we converted to a Delaware corporation and subsequently changed our name to Recursion
Pharmaceuticals, Inc. Our principal executive offices are located at 41 S Rio Grande Street, Salt Lake City, UT 84101. Our telephone
number is (385) 269-0203. Our website address is www.recursion.com. Information contained on the website is not incorporated by
reference into this prospectus and should not be considered part of this prospectus.

We use the Recursion logo and other marks as trademarks in the United States and other countries. This prospectus contains
references to our trademarks and service marks and to those belonging to other entities. Solely for convenience, trademarks and
trade names referred to in this prospectus, including logos, artwork, and other visual displays, may appear without the TM symbol, but
such references are not intended to indicate in any way that we will not assert, to the fullest extent possible under applicable law, our
rights or the rights of the applicable licensor to these trademarks and trade names. We do not intend our use or display of other
entities’ trade names, trademarks, or service marks to imply a relationship with, or endorsement or sponsorship of us by, any other
entity.

Implications of Being an Emerging Growth Company

We are an “emerging growth company” as defined in the Jumpstart Our Business Startups Act of 2012, as amended, or JOBS
Act. We will remain an emerging growth company until the earliest to occur of: i) the last day of the fiscal year in which we have more
than $1.07 billion in annual revenue; ii) the date we qualify as a “large accelerated filer,” with at least $700 million of equity securities
held by non-affiliates; iii) the date on which we have issued more than $1 billion in non-convertible debt securities during the prior
three-year period; and iv) the last day of the fiscal year ending after the fifth anniversary of our initial public offering.

An emerging growth company may take advantage of relief from certain reporting requirements and other burdens that are
otherwise applicable generally to public companies. These provisions include:
« presenting only two years of audited financial statements and only two years of selected financial data;

< an exemption from compliance with the auditor attestation requirements of Section 404 of the Sarbanes-Oxley Act of 2002,
or the Sarbanes-Oxley Act;

12
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« reduced disclosure about our executive compensation arrangements in our periodic reports, proxy statements, and
registration statements; and

« exemptions from the requirements of holding non-binding advisory votes on executive compensation or golden parachute
arrangements.

As a result of this status, we have taken advantage of reduced reporting requirements in this prospectus and may elect to take
advantage of other reduced reporting requirements in our future filings with the U.S. Securities and Exchange Commission. In
particular, in this prospectus, we have provided only two years of audited financial statements and have not included all of the
executive compensation-related information that would be required if we were not an emerging growth company.

In addition, 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, delaying the adoption of these accounting standards until they would apply to
private companies. We have elected to avail ourselves of this exemption from new or revised accounting standards, and, therefore,
we will not be subject to the same new or revised accounting standards at the same time as other public companies that are not
emerging growth companies or those that have opted out of using such extended transition period, which may make comparison of
our financial statements with such other public companies more difficult. We may take advantage of these reporting exemptions until
we no longer qualify as an emerging growth company, or, with respect to adoption of certain new or revised accounting standards,
until we irrevocably elect to opt out of using the extended transition period. As a result, our financial statements may not be
comparable to companies that comply with new or revised accounting standards as of public company effective dates.

13
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Class A common stock offered by us

Option to purchase additional shares

Class A common stock to be outstanding immediately after this
offering

Class B common stock to be outstanding immediately after this
offering

Use of proceeds

Voting Rights

THE OFFERING

24,242,424 shares

We have granted the underwriters an option for a period of 30
days to purchase up to an additional 3,636,363 shares of our
Class A common stock.

152,687,244 shares (or 156,323,607 shares if the underwriters
exercise their option to purchase additional shares in full).

9,467,883 shares

We estimate that the net proceeds from this offering will be
approximately $401.5 million, or $462.4 million if the
underwriters exercise in full their option to purchase additional
shares of Class A common stock, at the initial public offering
price of $18.00 per share, and after deducting the underwriting
discounts and commissions and estimated offering expenses
payable by us.

We currently intend to use the net proceeds from this offering,
together with our existing cash and cash equivalents, as follows:
to fund research and development activities including but not
limited to the operation of our platform, drug discovery and
research programs, and continued development of the
programs in our pipeline, including designing and conducting
preclinical studies and clinical trials, as well as funding
infrastructure to support our pipeline; to fund the paydown of
debt; and the remaining amounts to fund working capital, other
general corporate purposes and strategic investments, including
through Induction Labs. However, we do not have agreements
or commitments for any investments at this time. See the
section titled “Use of Proceeds” for more information.

Shares of our Class A common stock are entitled to one vote
per share.

Shares of our Class B common stock are entitled to 10 votes per share.

14
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“Description of Capital Stock” for additional information.

Indications of interest

factors

Proposed Nasdaq trading symbol

Holders of our Class A common stock and Class B common stock will generally vote together as a single class, unless otherwise
required by law or our amended and restated certificate of incorporation. Upon completion of this offering, Dr. Gibson and his affiliate,
will hold outstanding shares of our Class B common stock representing approximately 38.3% of the voting power of our outstanding
capital stock in the aggregate, which voting power may increase over time as Dr. Gibson vests in and exercises equity awards
outstanding at the time of the completion of this offering. If all such equity awards held by Dr. Gibson had been fully vested and
exercised and exchanged for shares of Class B common stock as of the date of the completion of this offering, Dr. Gibson and his
affiliate would hold 41.8% of the voting power of our outstanding capital stock. See the sections titled “Principal Stockholders” and

Baillie Gifford & Co., and its affiliated entities, acting on behalf of
a number of clients including Scottish Mortgage Investment
Trust plc, one of our existing investors, and entities affiliated
with Mubadala Investment Company, also our existing
investors, expect to purchase, severally but not jointly, an
aggregate of approximately $125.0 million in shares of our
Class A common stock being offered in this offering at the initial
public offering price. The underwriters will receive the same
underwriting discount on the shares purchased by these
investors as they will on any other shares sold to the public in
this offering.

Re&de the section titled “Risk Factors” for a discussion of factors
you should carefully consider before deciding to invest in shares
of our Class A common stock.

“RXRX”
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The number of shares of our Class A common stock and Class B common stock to be outstanding after this offering is based
on 128,444,820 shares of our Class A common stock (after giving effect to the conversion of all of our shares of convertible preferred
stock) and 9,467,883 shares of our Class B common stock (after giving effect to the exchange of shares of our Class A common stock
for an equivalent number of shares of our Class B common stock to be held by our Chief Executive Officer) outstanding as of
December 31, 2020, and excludes:

* 20,937,443 shares of Class A common stock issuable upon the exercise of options outstanding as of December 31, 2020
with a weighted-average exercise price of $1.85 per share;

» 1,838,061 shares of our Class A common stock issuable upon the exercise of options to purchase shares of our Class A
common stock granted after December 31, 2020, with a weighted-average exercise price of $4.44 per share;

» 352,055 shares of Class A common stock issuable upon the exercise of warrants to purchase shares as of December 31,
2020, with a weighted-average exercise price of $4.38 per share;

* 16,186,000 shares of Class A common stock reserved for future issuance under our 2021 Plan, which became effective in
connection with this offering, including in connection with the following grants to certain non-employee directors or new
employees: (i) 498,000 shares of our Class A common stock issuable upon the exercise of options to purchase shares of our
Class A common stock, which options we granted on the date of this prospectus, (ii) a number of shares of our Class A
common stock issuable upon the exercise of options to purchase shares of our Class A common stock with a grant date fair
value for accounting purposes approximately equal to $735,500 in the aggregate, which options we granted on the date of
this prospectus, and (iii) a number of shares of our Class A common stock issuable pursuant to a number of RSUs equal to
(x) $735,500 in the aggregate, divided by (y) the per share price of our Class A common stock that is reflected on the front
cover of this prospectus, rounded to the nearest whole share, which RSUs we intend to grant on the first business day
following the date of this prospectus, with any option grants to have an exercise price equal to the initial public offering price,
as well as any automatic increases in the number of shares of Class A common stock reserved for future grants under this
plan; and

» 3,238,000 shares of Class A common stock reserved for future issuance under our 2021 Employee Stock Purchase Plan, or
2021 ESPP, as well as any automatic increases in the number of shares of Class A common stock reserved for future
issuance under this plan.

Following the completion of this offering, and pursuant to an equity exchange right agreement to be entered into between us
and Dr. Gibson, or the Equity Award Exchange Agreement, Dr. Gibson will have a right (but not an obligation) to require us to
exchange any shares of Class A common stock received upon the exercise of options to purchase shares of Class A common stock
for an equivalent number of shares of Class B common stock. We refer to this right as the Equity Award Exchange. The Equity Award
Exchange applies only to equity awards granted to Dr. Gibson prior to the effectiveness of the filing of our amended and restated
certificate of incorporation. As of December 31, 2020, there were 1,500,000 shares of our Class A common stock subject to options
held by Dr. Gibson that may be exchanged, upon exercise, for an equivalent number of shares of our Class B common stock following
this offering.

Unless otherwise indicated, this prospectus assumes or gives effect to the following:

« a 1.5-for-1 forward split of our capital stock effected on April 9, 2021, including a proportional increase in the authorized
shares of our capital stock, with all share, option, warrant, and per
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share information for all periods presented in this prospectus adjusted to reflect such forward split;

« the conversion of all of our shares of convertible preferred stock into shares of our common stock, which will occur
immediately prior to the completion of this offering;

« the filing and effectiveness of our amended and restated certificate of incorporation in Delaware and the effectiveness of our
amended and restated bylaws, will each occur immediately prior to the completion of this offering and will effect the
reclassification of our common stock into Class A common stock;

 the exchange of 9,467,883 shares of our Class A common stock for an equivalent number of shares of our Class B common
stock to be held by Dr. Gibson, our Chief Executive Officer, and his affiliate, which will occur immediately prior to the
completion of this offering;

« no exercise of outstanding options;

* no exercise by the underwriters of their option to purchase additional shares of Class A common stock from us in this
offering; and

 the automatic conversion of all outstanding shares of our convertible preferred stock as of December 31, 2020, into an
aggregate of 115,598,018 shares of our Class A common stock immediately prior to the completion of this offering.

17
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SUMMARY CONSOLIDATED FINANCIAL DATA

The following tables set forth our summary consolidated financial data for the periods indicated. We have derived the
consolidated statements of operations data for the years ended December 31, 2020 and 2019, and the consolidated balance sheet
data as of December 31, 2020, from our audited consolidated financial statements included elsewhere in this prospectus. Our
historical results are not necessarily indicative of the results that should be expected for any future period. You should read the
following summary consolidated financial data together with the more detailed information contained in “Selected Consolidated
Financial Data,” “Management’s Discussion and Analysis of Financial Condition and Results of Operations,” and our consolidated
financial statements and the related notes included elsewhere in this prospectus.

Year Ended December 31,
2020 2019
(in thousands, except share and per
share data)

Consolidated Statement of Operations Data:

Revenue:
Grant revenue $ 549 $ 608
Operating revenue 3,413 1,711
Total revenue 3,962 2,319
Operating expenses:
Research and development expenses 63,319 45,809
General and administrative 25,258 18,951
Total operating expenses 88,577 64,760
Loss from operations (84,615) (62,441)
Other income (loss), net (2,391) 562
Net loss and comprehensive loss $ (87,006) $ (61,879)
Net loss per share, basic and diluted(1) $ (3.99) $ (2.87)
Weighted average shares of common stock, basic and diluted 21,781,386 21,570,265
Pro forma net loss per share, basic and diluted (unaudited)(2) $ (0.77)
Weighted-average shares outstanding used in computing pro forma net loss per
share, basic and diluted (unaudited) 112,466,062

(1) See Note 11 to our consolidated financial statements appearing at the end of this prospectus for details on the calculation of basic and diluted net loss per
share.
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(2)  Unaudited pro forma basic and diluted net loss per share were computed to give effect to the automatic conversion of all outstanding shares of convertible
preferred stock into shares of common stock in connection with a qualified initial public offering, using the as-converted method as though the conversion had
occurred as of the beginning of the period presented or the date of issuance, if later.

As of December 31, 2020
Pro Forma As
Actual Pro Forma(1) Adjusted(2)
(unaudited)
(in thousands)

Consolidated Balance Sheet Data:

Cash and cash equivalents $ 262,126 $ 262,126 $ 651,756
Working capital(3) 246,379 246,379 637,000
Total assets 298,585 298,585 687,668
Total liabilities 56,562 56,562 44,334
Convertible preferred stock 448,312 — —

Total stockholders’ (deficit) equity (206,289) 242,023 643,334

(1) The pro forma balance sheet data gives effect to the automatic conversion of all outstanding shares of our convertible preferred stock into an aggregate of
115,598,018 shares of our Class A common stock, which will occur immediately prior to the completion of this offering, resulting in an aggregate of 128,444,820
outstanding shares of our Class A common stock and the exchange of 9,467,883 shares of our Class A common stock into an equivalent number of our Class B
common stock, which will occur immediately prior to the completion of this offering, resulting in 9,467,883 outstanding shares of our Class B common stock as of
December 31, 2020 on a pro forma basis.

(2)  The pro forma as adjusted column in the balance sheet data table above gives effect to i) the pro forma adjustments described in footnote (1) above, ii) the
issuance and sale of 24,242,424 shares of Class A common stock in this offering at the initial public offering price of $18.00 per share after deducting the
underwriting discounts and commissions and estimated offering expenses payable by us, and (iii) the use of proceeds from this offering to repay certain
indebtedness as described in the section titled “Use of Proceeds”.

(3) Working capital is defined as current assets less current liabilities. See our financial statements appearing elsewhere in this prospectus for further details
regarding our current assets and current liabilities.
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GLOSSARY

A Summary of Key Terms Used in this Prospectus

Biological Tools. Methods and physical reagents by which scientists can perturb biological states, especially to model disease.
Examples in the Recursion Data Universe include: CRISPR-mediated gene editing, soluble factors (e.g., proteins, metabolites, and
toxins), live viruses, and more.

Brute-Force Search. A process by which potential therapeutic agents are discovered through direct experimentation to evaluate
large numbers of reagent/perturbation combinations (e.g., high-throughput screening of a million small molecules against ten cellular
disease models, requiring 10,000,000 experiments). See the definition of Inferential Search for contrast.

Chemical Entity, Known and New (KCE, NCE). Classes of drug discovery programs evaluating candidate therapeutic agents
that have either been previously investigated (Known Chemical Entity) in human preclinical and/or clinical trials, or not been previously
investigated (New Chemical Entity) in human clinical trials. Known Chemical Entity programs evaluate candidate therapeutic agents for a
different application than their original study and may provide a faster route to treatments. New Chemical Entities often represent a more
robust opportunity for intellectual property protections such as composition of matter patents.

Chemistry Tools. The set of chemical therapeutic agents, including existing known chemical entities and chemical starting points
for new chemical entity programs, to be applied in brute-force or inferential search; the infrastructure to store, synthesize, and analyze
such small molecules and their derivatives; and the know-how and software, including digital chemistry and predictive ADMET, to progress
such small molecules towards clinical candidacy.

Digital Chemistry. The use of computational methods to solve chemical problems in drug discovery. It includes using methods
such as large-scale structural searches, protein target simulations, small molecule property calculations, and machine learning-based
predictions to make decisions.

Drug Discovery Funnel. The process by which the large universe of potential therapeutic agents is sequentially filtered down to
a small number of candidates with increasing likelihood to be clinically beneficial and have an acceptable safety and tolerability profile for
patients. It includes various sequential stages of therapeutic advancement, including early and late discovery, preclinical research, and
clinical development.

Discovery, Early and Late. Stages in the drug discovery funnel that are initiated once a potential therapeutic agent has
demonstrated early experimental success or prediction in the case of inference (Early Discovery), or subsequent orthogonal experimental
validation (Late Discovery).

Functional Readout. Refers to a type of experimental readout, in this case a complex physiological endpoint (e.g. cell viability,
neuronal outgrowth, mitochondrial respiration, etc.). We utilize functional readouts, measured in our -omics and bespoke assays, to
validate potential therapeutic agents.

High-Dimensional. A dataset or data source is considered high-dimensional if many independent numerical measurements are
taken simultaneously that provide a largely holistic view of the underlying activity and state of a biological system. High-dimensional
contrasts with low-dimensional, in which small numbers of numerical measurements are taken, providing a highly limited view of biological
or chemical activity and state.
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High-Throughput Screening. An approach to running drug discovery experiments at the scale of millions of chemical and
biological perturbations. It is enabled by deploying tools such as robotics, automated monitoring systems, liquid handling devices, and
integrated analysis pipelines.

Highly Relatable. A dataset is highly relatable if data is reproducible and comparable (through the application of proprietary
control and reference strategies) across independent experiments, extended durations of time (months and years), and diverse biological
or chemical tools (e.g. CRISPR to soluble factors to small molecules).

Industrialization. In the context of drug discovery, refers to super-linear growth through standardization of biological and
chemical experimentation systems and technological analyses to create a pipeline with higher likelihoods of clinical success, lower cost,
and faster timelines.

Inferential Search. A process by which potential therapeutic perturbations are discovered through ML-enabled predictions of
future results based on prior experiments, for example relationships between therapeutic and disease perturbations. The number of
experiments to be conducted is proportional to the sum of the sizes of the therapeutic and disease perturbation libraries (e.g., 1,000,010
for a million small molecules against ten cellular disease models). See the definition of Brute-Force Search for contrast.

Laboratory, Wet and Dry. A research environment set up to run scientific experiments. In a wet lab, physical tests are run using
chemistry tools, biology tools and other experimental reagents. In a dry lab, inferences are drawn in silico, through computational
programs, models or simulations (e.g., predictive ADMET).

Large Molecule. Refers to natural polymers comprising large numbers of small building blocks (e.g., RNA, protein, and antibody
therapeutics and certain natural products).

Mechanism of Action. The specific biological interaction through which a therapeutic agent, such as a small molecule, exerts its
beneficial effect. A target hypothesis attempts to select a mechanism at the beginning of discovery, whereas unbiased approaches may be
able to discover novel, unexpected mechanisms.

Meta-Data. Data regarding the technical execution of an experiment rather than the result of the experiment itself, for example,
physical conditions and reagent lots. Tracking meta-data is critical for generating highly relatable data and for the proper interpretation of
high-throughput screening.

Omics. Various data capture and analysis methods whereby one can analyze biological signals with universal or very broad
coverage (e.g., whole genome). Omics includes: phenomics (cell morphology), transcriptomics (levels of RNA), proteomics (protein
expression patterns), and InVivomics (digitization of complex animal behavior). Given the central role of phenomics at Recursion,
“orthogonomics” refers to -omics data that is orthogonal, or independent of phenomics.

Perturbation. The application of biological or chemistry tools to change the state of a biological system such as a cell type in
culture, for example to model and generate biological states.

Petabyte. A quantity of data: 1015 bytes, 1,000 terabytes, or 1,000,000 gigabytes. Equivalent to approximately 500 billion pages
of standard typed text or 125 million microscopy images.

Preclinical. A stage in the drug discovery funnel prior to clinical development. For KCE programs, those programs with human
PK/PD and safety profiles supporting in-licensing and for which we are seeking a license. For NCE programs, programs executing
toxicology and efficacy studies in pursuit of an IND in the desired indication.
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Predictive ADMET. ADMET, or Absorption, Distribution, Metabolism, Excretion, and Toxicity, is an abbreviation for a set of
assessments aimed at understanding drug liabilities, particularly focusing on implications for whole systems, organs, and organisms.
Predictive ADMET are computational dry lab approaches for detecting and avoiding risk related to such liabilities.

Recursion Data Universe. Our collection of highly-relatable, proprietary, and high-dimensional datasets of biology and chemistry
upon which the Recursion Map operates.

Recursion Infrastructure. Our synchronized network of highly scalable enabling hardware and enabling software to design,
execute, aggregate, and store our massive biological and chemical datasets.

Recursion Map. Our software tools and algorithms that use our data to obtain insights more efficiently than testing everything in
the lab, in order to drive actionable insights for our research and development teams.

Recursion Operating System, or Recursion OS. Our integrated, multi-faceted system for generating, analyzing, and deriving
insight from massive biological and chemical datasets. It consists of the Infrastructure Layer, the Recursion Data Universe, and the
Recursion Map, which collectively enable our industrialization of drug discovery.

Small Molecule. In contrast to large molecules, therapeutic agents not comprising polymers of repeated building blocks: typically
under 900 Daltons in molecular mass. Most approved drugs fall into this category.

Super-Linear Growth. Growth with a rate that increases over time (e.g., doubling count every year, exponential growth). In drug
discovery, it is a goal of industrialization. Contrast this with linear growth, which has a constant growth rate (e.g., increasing total number
of programs by 2-fold per year).

Unbiased. Collections of data and analyses that reduce the amount of expected prior understanding of biology relevant to a
given disease indication or biological question, such as the pursuit of new therapeutics. Unbiased contrasts with biased, in which human
interpretation and expectations drive the data collected and analyses performed.

Validation. A process by which discoveries are confirmed to have efficacious potential in secondary and additional, independent,
experimental approaches that are highly relevant to the specific disease indication of interest (see omics and in particular, orthogonomics).
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RISK FACTORS

Investing in our Class A common stock involves a high degree of risk. You should carefully consider the risks described below, as
well as the other information in this prospectus, including our consolidated financial statements and the related notes and “Management’s
Discussion and Analysis of Financial Condition and Results of Operations,” before deciding whether to invest in our Class A common
stock. The occurrence of any of the events or developments described below could harm our business, financial condition, results of
operations and growth prospects. In such an event, the market price of our Class A common stock could decline, and you may lose all or
part of your investment. Additional risks and uncertainties not presently known to us or that we currently deem immaterial also may impair
our business operations.

Risks Related to Our Financial Position and Need for Additional Capital
We are a clinical-stage biotechnology company with a limited operating history.

We are a clinical-stage biotechnology company with a limited operating history. Biopharmaceutical product development is a highly
speculative undertaking and involves a substantial degree of risk. Since our inception in November 2013, we have focused substantially all
of our efforts and financial resources on building our drug discovery platform and developing our initial drug candidates. We have no
products approved for commercial sale and therefore have never generated any revenue from drug product sales, and we do not expect to
generate any revenue from drug product sales in the foreseeable future. We have not obtained regulatory approvals to market any of our
drug candidates and there is no assurance that we will obtain regulatory approvals to market and sell drug products in the future.

We have incurred significant operating losses since our inception and anticipate that we will incur continued losses for the
foreseeable future.

We have incurred net losses in each year since our inception. Our net losses were $61.9 million and $87.0 million for the years
ended December 31, 2019 and 2020, respectively. We had an accumulated deficit of $213.6 million as of December 31, 2020.
Substantially all of our operating losses have resulted from costs incurred in connection with research and development efforts, including
clinical studies, and from general and administrative costs associated with our operations. We expect our operating expenses to
significantly increase as we continue to invest in research and development efforts and the commencement and continuation of clinical
trials of our existing and future drug candidates. In addition, if we obtain marketing approval for any drug candidates, we will incur
significant sales, marketing, and outsourced-manufacturing expenses. Once we are a public company, we will incur additional costs
associated with operating as a public company. As a result, we expect to continue to incur significant and increasing operating losses for
the foreseeable future. Our prior losses, combined with expected future losses, have had and will continue to have an adverse effect on
our stockholders’ deficit and working capital. Because of the numerous risks and uncertainties associated with developing pharmaceutical
products and new technologies, we are unable to predict the extent of any future losses or when we will become profitable, if at all. Even if
we do become profitable, we may not be able to sustain or increase our profitability on a quarterly or annual basis.

Even if we consummate this offering, our mission is broad and expensive to achieve and we will need to raise substantial
additional funding. If we are unable to raise capital when needed, we would be forced to delay, reduce, or eliminate at least some
of our product development programs, business development plans, strategic investments, or potential commercialization
efforts.

We have ambitious plans to decode biology and deliver new drugs to the patients that need them. Our mission is broad, expensive
to achieve and will require additional capital in the future. In addition,
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the development of pharmaceutical products is capital-intensive. We have four clinical stage programs and 33 additional programs in
various stages of preclinical development. We expect our expenses to increase in connection with our ongoing activities, particularly as we
continue the research and development of, initiate clinical trials of, and potentially seek marketing approval for, our drug candidates, and
add to our pipeline what we believe will be an accelerating number of additional programs. In addition, depending on the status of potential
regulatory approval, or if we obtain marketing approval for any current or future drug candidates, we could expect to incur significant
expenses related to product sales, marketing, manufacturing and distribution. We may also need to raise additional funds sooner if we
choose to pursue additional indications and/or geographies for our drug candidates or otherwise expand more rapidly than we presently
anticipate. Furthermore, upon the closing of this offering, we expect to incur additional costs associated with operating as a public
company. Accordingly, we will need to obtain substantial additional funding in connection with our continuing operations. If we are unable
to raise capital when needed or on attractive terms, we would be forced to delay, reduce, or eliminate certain of our research and
development programs or potential future commercialization efforts.

We expect that the net proceeds from this offering, together with our existing cash and cash equivalents, borrowings available to us
and short-term investments as of the date of this prospectus, will be sufficient to fund our operating expenses and capital expenditures for
at least the next 12 months. Our future capital requirements will depend on and could increase significantly as a result of many factors,
including:

» the impact of any business interruptions to our operations, including the timing and enrollment of participants in our planned
clinical trials, or to operations of our manufacturers, suppliers, or other vendors resulting from the COVID-19 pandemic or a
similar public health crisis or other force majeure event;

» the scope, progress, results and costs of our current and future clinical trials and additional preclinical research for our programs;
« the number of future drug candidates that we pursue and their development requirements;

« the costs, timing, and outcome of regulatory review of our drug candidates;

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

 the success of any collaborations that we may enter into with third parties;

» the extent to which we acquire or invest in businesses, products, and technologies, including entering into licensing or
collaboration arrangements for drug candidates;

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

» our headcount growth and associated costs as we expand our business operations and our research and development activities;
and

« the costs of operating as a public company.

Identifying potential drug candidates and conducting preclinical development testing and clinical trials is a time-consuming,
expensive, and uncertain process that takes years to complete, and we may never generate the necessary data or results required to
obtain marketing approval and achieve product sales. In addition, our drug candidates, if approved, may not achieve commercial success.
We anticipate that our commercial revenues, if any, will be derived from sales of products that we do not expect to be commercially
available for many years, if at all. Accordingly, we will need to continue to rely on additional financing to achieve our business objectives.
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Any additional fundraising efforts may divert our management from day-to-day activities, which may adversely affect our ability
to develop and commercialize our drug candidates and technologies, and we can provide no assurance that such funding will be
available on terms that are acceptable to us, or at all.

Until such time, if ever, as we can generate substantial revenues, we expect to finance our cash needs through a combination of
private and public equity offerings, debt financings, strategic collaborations, strategic alliances, and licensing arrangements. We do not
have any committed external source of funds. Disruptions in the financial markets in general and more recently due to the COVID-19
pandemic may make equity and debt financing more difficult to obtain and may have a material adverse effect on our ability to meet our
fundraising needs. We cannot guarantee that future financing will be available in sufficient amounts or on terms acceptable to us, if at all.
Moreover, the terms of any financing may adversely affect the holdings or the rights of our stockholders and the issuance of additional
securities, whether equity or debt, by us, or the possibility of such issuance, may cause the market price of our shares to decline. To the
extent that we raise additional capital through the sale of Class A common stock or securities convertible or exchangeable into Class A
common stock, your ownership interest will be diluted, and the terms of those securities may include liquidation or other preferences that
materially adversely affect your rights as a common stockholder. The incurrence of indebtedness would result in increased fixed payment
obligations and we may be required to agree to certain restrictive covenants, such as limitations on our ability to incur additional debt,
limitations on our ability to acquire, sell or license intellectual property rights and other operating restrictions that could adversely impact
our ability to make capital expenditures, declare dividends, or otherwise conduct our business. We could also be required to seek funds
through arrangements with collaborators or otherwise at an earlier stage than otherwise would be desirable and we may be required to
relinquish rights to some of our technologies or drug candidates, future revenue streams, or research programs or otherwise agree to
terms unfavorable to us. If we are unable to obtain funding on a timely basis, we may be required to significantly curtail, delay or
discontinue one or more of our research or development programs or the commercialization of any drug candidate or be unable to expand
our operations or otherwise capitalize on our business opportunities, as desired, which could materially affect our business, financial
condition, and results of operations.

We have no products approved for commercial sale and have not generated any revenue from product sales.

Our ability to become profitable depends upon our ability to generate substantial revenue in an amount necessary to offset our
expenses. To date, we have not generated any revenue from our drug candidates or technologies, other than limited grant revenues,
milestone payments from Takeda Pharmaceutical Company Limited and a technology access fee from Bayer, and we do not expect to
generate any revenue from the sale of products in the near future. We do not expect to generate significant revenue unless and until we
progress our drug candidates through clinical trials and obtain marketing approval of, and begin to sell one or more of our drug candidates,
or otherwise receive substantial licensing or other payments. Our ability to generate revenue depends on a number of factors, including,
but not limited to, our ability to:

» successfully complete preclinical studies;

» have Investigational New Drug, or IND, applications approved by the U.S. Food Drug Administration, or FDA, allowing us to
commence clinical trials;

 successfully enroll subjects in, and complete, clinical trials;
* receive regulatory approvals from applicable regulatory authorities;

« initiate and successfully complete all safety and other studies required to obtain U.S. and foreign marketing approval for our drug
candidates;
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» establish commercial manufacturing capabilities or make arrangements with third-party manufacturers for clinical supply and
commercial manufacturing;

« obtain and maintain patent and trade secret protection or regulatory exclusivity for our drug candidates;
» launch commercial sales of our drug candidates, if and when approved, whether alone or in collaboration with others;

« obtain and maintain acceptance of the drug candidates, if and when approved, by patients, the medical community, and third-
party payors;

- effectively compete with other therapies;
« obtain and maintain healthcare coverage and adequate reimbursement;
» protect and enforce our intellectual property rights and defend against intellectual property claims;

» take temporary precautionary measures to help minimize the impact of the COVID-19 pandemic or other force majeure event on
our business; and

* maintain a continued acceptable safety profile of the drug candidates following approval.

If we do not achieve one or more of these factors in a timely manner or at all, we could experience significant delays or an inability
to successfully commercialize our drug candidates, which would materially harm our business. If we do not receive regulatory approvals
for our drug candidates, we may not be able to continue our operations.

We or our current and future collaborators may never successfully develop and commercialize drug products, which would
negatively affect our results of operation and our ability to continue our business operations.

We may not succeed in producing drug candidates that can be commercialized. To achieve success with our drug candidates, we
or our current or future collaborators must develop, and eventually commercialize, a drug product or drug products that generate
significant revenue. We currently generate revenues primarily from our collaboration relationships and expect to continue to derive most of
our revenue from these relationships until such time as our or our collaborators’ drug development and commercialization efforts are
successful, if ever.

Achieving success in drug development will require us or our current or future collaborators to be effective in a range of challenging
activities, including completing preclinical testing and clinical trials of drug candidates, obtaining regulatory approval for these drug
candidates, and manufacturing, marketing, and selling any products for which we or they may obtain regulatory approval. We and our
current drug discovery collaborators are only in the preliminary stages of most of these activities. We and they may never succeed in
these activities and, even if we do, we may never generate revenues that are significant enough to achieve profitability, or even if our
collaborators do, we may not receive option fees, milestone payments, or royalties from them that are significant enough for us to achieve
profitability. Because of the intense competition in the market for our data solutions and the numerous risks and uncertainties associated
with biopharmaceutical product development, we are unable to accurately predict when, or if, we will be able to achieve or sustain
profitability.

Even if we achieve profitability, we may not be able to sustain or increase profitability on a quarterly or annual basis. Our failure to
become and remain profitable would eventually depress the value of our company and could impair our ability to raise capital, expand our
business, maintain our research and development efforts, develop a pipeline of drug candidates, enter into collaborations, or even
continue our operations. A decline in the value of our company could also cause you to lose all or part of your investment.
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Our quarterly and annual operating results may fluctuate significantly in the future due to a variety of factors, many of which are
outside of our control and may be difficult to predict.

The amount of our future losses is uncertain and our quarterly and annual operating results may fluctuate significantly or may fall
below the expectations of investors or securities analysts, each of which may cause our stock price to fluctuate or decline. The reasons
our quarterly and annual operating results may fluctuate include the following:

the cost to continue to maintain, develop, and integrate technological advancements;

the timing, quality, regulatory compliance, and success or failure of clinical trials for our drug candidates or competing drug
candidates, or any other change in the competitive landscape of our industry, including consolidation among our competitors or
partners;

our ability to successfully recruit and retain subjects, sites, and staff for clinical trials, and any delays caused by difficulties in
such efforts;

our ability to obtain marketing approval for our drug candidates, and the timing and scope of any such approvals we may receive;

the timing and cost of, and level of investment in, research and development activities relating to our drug candidates, which may
change from time to time;

the timing, complexity, and cost of manufacturing our drug candidates, which may vary depending on the quantity of production
and the terms of our agreements with manufacturers;

our ability to attract, hire, and retain qualified personnel, including highly specialized scientists, clinicians, and engineers;
expenditures that we will or may incur to develop additional drug candidates;
the level of demand for our drug candidates should they receive approval, which may vary significantly;

the risk/benefit profile, cost, and reimbursement policies with respect to our drug candidates, if approved, and existing and
potential future therapeutics that compete with our drug candidates;

the changing and volatile U.S. and global economic environments, including as a result of the COVID-19 pandemic and
terrorism; and

future accounting pronouncements or changes in our accounting policies.

The cumulative effects of these and other factors could result in large fluctuations and unpredictability in our quarterly and annual
operating results. As a result, comparing our operating results on a period-to-period basis may not be meaningful. This variability and
unpredictability could also result in our failing to meet the expectations of industry or financial analysts or investors for any period. If our
revenue or operating results fall below the expectations of analysts or investors or below any forecasts we may provide to the market, or if
the forecasts we provide to the market are below the expectations of analysts or investors, the price of our Class A common stock could
decline substantially. Such a stock price decline could occur even when we have met any previously publicly stated guidance we may

provide.

If we engage in future acquisitions or strategic partnerships, this may increase our capital requirements, dilute our
stockholders’ equity, cause us to incur debt or assume contingent liabilities, and subject us to other risks.

We may engage in various acquisitions and strategic partnerships in the future, including by licensing or acquiring complementary
products, intellectual property rights, technologies, or businesses. Any acquisition or strategic partnership may entail numerous risks,

including:

increased operating expenses and cash requirements;
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» the assumption of indebtedness or contingent liabilities;
 the issuance of our equity securities which would result in dilution to our stockholders’ equity;

» assimilation of operations, intellectual property, products, and drug candidates of an acquired company, including difficulties
associated with integrating new personnel;

« the diversion of our management’s attention from our existing product programs and initiatives in pursuing such an acquisition or
strategic partnership;

» retention of key employees, the loss of key personnel, and uncertainties in our ability to maintain key business relationships;

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

 our inability to generate revenue from acquired intellectual property, technology, and/or products sufficient to meet our objectives
or even to offset the associated transaction and maintenance costs.

In addition, if we undertake such a transaction, we may issue dilutive securities, assume, or incur debt obligations, incur large
one-time expenses, and acquire intangible assets that could result in significant future amortization expense.

Risks Related to the Discovery and Development of Drug Candidates

Our approach to drug discovery is unique and may not lead to successful drug products, for reasons including but not limited to
challenges identifying mechanisms of action for our candidates.

We image cells and use cell morphology to understand how a diseased cell responds to drugs and when it appears normal. Biology
is complex. If studying the shape, structure, form, and size of cells does not prove to be an accurate way to better understand diseases or
does not lead to the biological insights, viable drug candidates, or products we anticipate, our drug discovery platform may not be useful or
may not lead to successful drug products or we may have to pivot to a new business model, any of which could have an adverse effect on
our reputation and results of operations. If the mechanism of action of a drug candidate is unknown, it may be more difficult to: i) choose
the best lead to optimize from an efficacy standpoint and ii) avoid potential off-target side effects of the candidate that could affect safety.
Such uncertainty could make it more difficult to form partnerships with larger pharmaceutical companies, as the expenses involved in late-
phase clinical trials increase the level of risk related to potential efficacy and/or safety concerns, and may pose challenges to IND and/or
NDA approval by the FDA or other regulatory agencies.

Our drug candidates are in preclinical or clinical development, which are lengthy and expensive processes with uncertain
outcomes and the potential for substantial delays. We cannot give any assurance that any of our drug candidates will be
successful in clinical trials or receive regulatory approval, which approval is necessary before they can be commercialized.

Our drug candidates are in preclinical or clinical development, which are lengthy and expensive processes with uncertain outcomes
and the potential for substantial delays. We have not yet demonstrated our ability to complete clinical development, obtain regulatory
approvals, manufacture a commercial scale product, or arrange for a third party to do so on our behalf, or conduct sales and marketing
activities necessary for successful commercialization. We currently have four clinical-stage drug candidates focused on rare, monogenic
diseases with no known established regulatory
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precedent. We anticipate filing IND applications with the FDA for Phase 2 studies and beginning such studies for all four drug candidates
within the next four to five quarters. We may not be able to file such INDs or INDs for any other drug candidates on the timelines we
expect, if at all, and any such delays could impact any additional product development timelines. For example, we may experience
manufacturing delays with preclinical and clinical studies. Moreover, we cannot be sure that submission of an IND will result in the FDA
allowing further clinical trials to begin, or that, once begun, issues will not arise that require us to suspend or terminate clinical trials.
Commencing each of these clinical trials is subject to finalizing the trial design based on discussions with the FDA and other regulatory
authorities. Any guidance we receive from the FDA or other regulatory authorities is subject to change. These regulatory authorities could
change their positions at any time, including their positions on the acceptability of our trial designs or the clinical endpoints or populations
selected, which may require us to complete additional clinical trials or impose stricter approval conditions than we currently expect.
Successful completion of our clinical trials is a prerequisite to submitting a New Drug Application, or NDA, to the FDA and a Marketing
Authorization Application, or MAA, to the European Medicines Agency, or EMA, or Medicines and Healthcare Products Regulatory Agency,
or MHRA, for each drug candidate and, consequently, the ultimate approval and commercial marketing of each drug candidate. We do not
know whether any of our future clinical trials will begin on time or ever be completed on schedule, if at all.

If we are required to conduct additional clinical trials or other testing of our drug candidates beyond those that we currently
contemplate, if we are unable to successfully complete clinical trials of our drug candidates or other testing, if the results of these trials or
tests are not positive or are only modestly positive or if there are safety concerns, we may:

» be delayed in obtaining marketing approvals for our drug candidates;
* not obtain marketing approvals at all;

« obtain approvals for indications or patient populations that are not as broad as intended or desired or that impose label
restrictions or warnings or risk mitigation requirements;

* be subject to post-marketing testing requirements; or

» have products removed from the market after obtaining marketing approval.

Clinical development is a lengthy and expensive process, with an uncertain outcome.

It is impossible to predict when or if any of our drug candidates will prove effective and safe in humans or will receive regulatory
approval. To obtain marketing approval from regulatory authorities for the sale of any drug candidate, we must complete preclinical studies
and then conduct extensive clinical trials to demonstrate the safety and efficacy of our drug candidates in humans. We may accelerate
from cell models in our drug discovery platform directly to patients without validating results through animal studies, or validate them in
animal studies at the same time as we conduct Phase 1 clinical trials. This approach could pose additional risks to our success because
the effect of certain of our drug candidates on diseases has not been tested in animals prior to testing in humans. Clinical testing is
expensive, difficult to design and implement, can take many years to complete, and is uncertain as to outcome. A failure of one or more
clinical trials can occur at any stage of testing. The outcome of preclinical development testing and early clinical trials may not be
predictive of the success of later clinical trials, and interim results of a clinical trial do not necessarily predict final results. Moreover,
preclinical and clinical data are often susceptible to varying interpretations and analyses, and many companies that have believed their
drug candidates performed satisfactorily in preclinical studies and clinical trials have nonetheless failed to obtain marketing approval of
their drug candidates or adequate payor reimbursement for approved products. Our preclinical studies and future clinical trials may not be
successful.
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From time to time, we may publish interim top-line or preliminary data from our clinical trials. Interim data from clinical trials are
subject to the risk that one or more of the clinical outcomes may materially change as enrollment of participants continues and more data
become available. Preliminary or top-line data also remain subject to audit and verification procedures that may result in the final data
being materially different from the preliminary data we previously published. As a result, interim and preliminary data should be viewed
with caution until the final data are available. Adverse differences between preliminary or interim data and final data could significantly
harm our business prospects.

We may incur additional costs or experience delays in completing, or ultimately be unable to complete, the development and
commercialization of our drug candidates.

We may experience delays in completing our preclinical studies and initiating or completing clinical trials, and we may experience
numerous unforeseen events during, or as a result of, any future clinical trials that we could conduct that could delay or prevent our ability
to receive marketing approval or commercialize our drug candidates, including:

regulators or Institutional Review Boards, or IRBs, or ethics committees may not authorize us or our investigators to commence a
clinical trial or conduct a clinical trial at a prospective trial site;

we may experience delays in reaching, or fail to reach, agreement on acceptable terms with prospective trial sites and
prospective Contract Research Organizations, or CROs, the terms of which can be subject to extensive negotiation and may
vary significantly among different CROs and trial sites;

clinical trials of our drug candidates may produce negative or inconclusive results, and we may decide, or regulators may require
us, to conduct additional preclinical studies or clinical trials or we may decide to abandon product development programs;

the number of participants required for clinical trials of our drug candidates may be larger than we anticipate, enrollment in these
clinical trials may be slower than we anticipate or participants may drop out of these clinical trials or fail to return for post-
treatment follow-up at a higher rate than we anticipate;

our third-party contractors may fail to comply with regulatory requirements or to meet their contractual obligations to us in a
timely manner, or at all, or may deviate from the clinical trial protocol or drop out of the trial, which may require that we add new
clinical trial sites or investigators;

we may elect to, or regulators or IRBs or ethics committees may require us or our investigators to, suspend or terminate clinical
research for various reasons, including noncompliance with regulatory requirements or a finding that the participants are being
exposed to unacceptable health risks;

the cost of clinical trials of our drug candidates may be greater than we anticipate;

the supply or quality of our drug candidates or other materials necessary to conduct clinical trials of our drug candidates may be
insufficient or inadequate;

delays in the manufacturing of our drug candidates; and

our drug candidates may have undesirable side effects or other unexpected characteristics, causing us or our investigators,
regulators, or IRBs or ethics committees to suspend or terminate the trials, or reports may arise from preclinical or clinical testing
of other therapies that raise safety, efficacy, or other concerns about our drug candidates.

We could encounter delays if a clinical trial is suspended or terminated by us, by the IRBs or ethics committees of the institutions at
which such trials are being conducted, by the Data Safety
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Monitoring Board for such a trial, or by the FDA or other regulatory authorities. Regulatory authorities may impose a suspension or
termination or clinical hold due to a number of factors, such as failure to conduct the clinical trial in accordance with regulatory
requirements or our clinical protocols, inspection of the clinical trial operations or trial site by the FDA or other regulatory authorities,
unforeseen safety issues or adverse side effects, failure to demonstrate a benefit from using a product, changes in governmental
regulations or administrative actions, or lack of adequate funding to continue the clinical trial. Many of the factors that could cause, or lead
to, a delay in the commencement or completion of clinical trials may also ultimately lead to the denial of regulatory approval of our drug
candidates. Further, the FDA may disagree with our clinical trial design and our interpretation of data from clinical trials or may change the
requirements for approval even after it has reviewed and commented on the design for our clinical trials.

Our product development costs will also increase if we experience delays in testing or regulatory approvals. We do not know
whether any of our future clinical trials will begin as planned, or whether any of our current or future clinical trials will need to be
restructured or will be completed on schedule, if at all. Significant preclinical study or clinical trial delays, including those caused by the
COVID-19 pandemic, also could shorten any periods during which we may have the exclusive right to commercialize our drug candidates
or allow our competitors to bring products to market before we do and impair our ability to successfully commercialize our drug candidates
and may harm our business and results of operations. Any delays in our preclinical or future clinical development programs may harm our
business, financial condition, and prospects significantly.

If we experience delays or difficulties in the enrollment of patients in clinical trials, our receipt of necessary regulatory approvals
could be delayed or prevented.

We may not be able to initiate or continue clinical trials for current or future drug candidates if we are unable to locate and enroll a
sufficient number of eligible participants in these trials as required by the FDA or similar regulatory authorities outside the United States.
Our ability to enroll eligible participants may be limited or may result in slower enrollment than we anticipate. In addition, competitors may
initiate or have ongoing clinical trials for drug candidates that treat the same indications as our current or future drug candidates, and
participants who would otherwise be eligible for our clinical trials may instead enroll in our competitors’ clinical trials. Furthermore, our
ability to enroll participants may be delayed by the evolving COVID-19 pandemic and we do not know the extent and scope of such delays
at this point.

In addition to the competitive trial environment, the eligibility criteria of our planned clinical trials will further limit the pool of available
study participants as we will require that participants have specific characteristics, such as rare diseases connected to our drug
candidates, which also may make enrollment challenging. Additionally, the process of finding potential participants may prove costly. We
also may not be able to identify, recruit, and enroll a sufficient number of participants to complete our clinical studies because of the
perceived risks and benefits of the drug candidates under study, the availability and efficacy of competing therapies and clinical trials, the
proximity and availability of clinical trial sites for prospective participants, and the referral practices of physicians. If people are unwilling to
participate in our studies for any reason, the timeline for recruiting participants, conducting studies, and obtaining regulatory approval of
potential products may be delayed.

Clinical trial enrollment may be affected by other factors including:
« the severity of the disease under investigation;
* the eligibility criteria for the clinical trial in question;

 the availability of an appropriate genomic screening test;
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 the perceived risks and benefits of the drug candidate under study;

« the efforts to facilitate timely enrollment in clinical trials;

« the referral practices of physicians;

« the ability to monitor participants adequately during and after the trial;

» the proximity and availability of clinical trial sites for prospective participants;

» factors we may not be able to control, such as current or potential pandemics that may limit the availability of participants,
principal investigators, study staff, or clinical sites, such as the outbreak of COVID-19;

 referral practices of physicians;

« ability to monitor participants adequately during and after the trial;

« ability to recruit clinical trial investigators with the appropriate competencies and experience;
 our ability to maintain participant informed consent and privacy; and

« the risk that enrolled participants will not complete a clinical trial.

Our planned clinical trials or those of our potential future collaborators may reveal significant adverse events not seen in our
preclinical or nonclinical studies and may result in a safety profile that could inhibit regulatory approval or market acceptance of
any of our drug candidates.

Before obtaining regulatory approvals for the commercial sale of any products, we must demonstrate through lengthy, complex, and
expensive preclinical studies and clinical trials that our drug candidates are both safe and effective for use in each target indication.
Clinical testing is expensive and can take many years to complete, and its outcome is inherently uncertain. Failure can occur at any time
during the clinical trial process. The results of preclinical studies and early clinical trials of our drug candidates may not be predictive of the
results of later-stage clinical trials. In addition, initial success in clinical trials may not be indicative of results obtained when such trials are
completed. There is typically an extremely high rate of attrition from the failure of drug candidates proceeding through clinical trials. Drug
candidates in later stages of clinical trials also may fail to show the desired safety and efficacy profile despite having progressed through
nonclinical studies and initial clinical trials. A number of companies in the biopharmaceutical industry have suffered significant setbacks in
advanced clinical trials due to lack of efficacy or unacceptable safety issues, notwithstanding promising results in earlier trials. Most drug
candidates that commence clinical trials are never approved as products and there can be no assurance that any of our current or future
clinical trials will ultimately be successful or support further clinical development of any of our drug candidates.

We may develop future drug candidates, in combination with one or more disease therapies. The uncertainty resulting from the use
of our drug candidates in combination with other disease therapies may make it difficult to accurately predict side effects in future clinical
trials.

As is the case with many treatments for rare diseases and other conditions, there have been, and it is likely that there may be, side
effects associated with the use of our drug candidates. If significant adverse events or other side effects are observed in any of our current
or future drug candidates, we may have difficulty recruiting participants in our clinical trials, they may drop out of our trials, or we may be
required to abandon the trials or our development efforts of one or more drug candidates altogether. We, the FDA or other applicable
regulatory authorities, or an IRB may suspend or terminate clinical trials of a drug candidate at any time for various reasons, including a
belief that subjects in such trials are being exposed to unacceptable health risks or adverse side effects. Some potential therapeutics
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developed in the biotechnology industry that initially showed therapeutic promise in early-stage trials have later been found to cause side
effects that prevented their further development. Even if the side effects do not preclude the product from obtaining or maintaining
marketing approval, undesirable side effects may inhibit market acceptance of the approved product due to its tolerability versus other
therapies. Any of these developments could materially harm our business, financial condition, and prospects.

We may in the future conduct clinical trials for our drug candidates outside the United States, and the FDA and similar foreign
regulatory authorities may not accept data from such trials.

We may in the future choose to conduct additional clinical trials outside the United States, including in Australia, Europe, Asia, or
other foreign jurisdictions. FDA acceptance of trial data from clinical trials conducted outside the United States may be subject to certain
conditions. In cases where data from clinical trials conducted outside the United States are intended to serve as the sole basis for
marketing approval in the United States, the FDA will generally not approve the application on the basis of foreign data alone unless i) the
data are applicable to the United States population and United States medical practice; ii) the trials were performed by clinical
investigators of recognized competence and iii) the data may be considered valid without the need for an on-site inspection by the FDA or,
if the FDA considers such an inspection to be necessary, the FDA is able to validate the data through an on-site inspection or other
appropriate means. Additionally, the FDA's clinical trial requirements, including large enough size of trial populations and statistical
powering, must be met. Many foreign regulatory bodies have similar approval requirements. In addition, such foreign trials would be
subject to the applicable local laws of the foreign jurisdictions where the trials are conducted. There can be no assurance that the FDA or
any similar foreign regulatory authority will accept data from trials conducted outside of the United States or the applicable jurisdiction. If
the FDA or any similar foreign regulatory authority does not accept such data, it would result in the need for additional trials, which would
be costly and time-consuming and delay aspects of our business plan, and which may result in our drug candidates not receiving approval
or clearance for commercialization in the applicable jurisdiction.

Following the United Kingdom’s departure from the EU on January 31, 2020, and the end of the a “transition period” on December
31, 2020, the EU and the United Kingdom have entered into a trade and cooperation agreement which governs certain aspects of their
future relationship, including by ensuring tariff-free trade for certain goods and services. Since the regulatory framework for
pharmaceutical products in the United Kingdom relating to quality, safety and efficacy of pharmaceutical products, clinical trials, marketing
authorization, commercial sales and distribution of pharmaceutical products is derived from EU directives and regulations, Brexit will
materially impact the future regulatory regime which applies to products and the approval of drug candidates in the United Kingdom.
Longer term, the United Kingdom is likely to develop its own legislation that diverges from that in the EU.

The incidence and prevalence for target patient populations of our drug candidates have not been established with precision. If
the market opportunities for our drug candidates are smaller than we estimate or if any approval that we obtain is based on a
narrower definition of the patient population, our revenue and ability to achieve profitability will be adversely affected, possibly
materially.

Even if approved for commercial sale, the total addressable market for our drug candidates will ultimately depend upon, among
other things, the diagnosis criteria included in the final label, if our drug candidates are approved for these indications, acceptance by the
medical community and patient access, product pricing and reimbursement. The number of patients targeted by our drug candidates may
turn out to be lower than expected, patients may not be otherwise amenable to treatment with our products, or new patients may become
increasingly difficult to identify or gain access to, all of which
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would adversely affect our results of operations and our business. We may not be successful in our efforts to identify additional drug
candidates. Due to our limited resources and access to capital, we must prioritize development of certain drug candidates, which may
prove to be the wrong choice and may adversely affect our business.

Although we intend to explore other therapeutic opportunities, in addition to the drug candidates that we are currently
developing, we may fail to identify viable new drug candidates for clinical development for a number of reasons. If we fail to
identify additional potential drug candidates, our business could be materially harmed.

Research programs to pursue the development of our existing and planned drug candidates for additional indications and to identify
new drug candidates and disease targets require substantial technical, financial, and human resources whether or not they are ultimately
successful. For example, pursuant to our Research Collaboration and Option Agreement with Bayer AG, or the Bayer Agreement, we
collaborate with Bayer AG, or Bayer, to develop various projects related to fibrosis. There can be no assurance that we will find potential
targets using this approach, that any such targets will be tractable, or that such clinical validations will be successful. Our research
programs may initially show promise in identifying potential indications and/or drug candidates, yet fail to yield results for clinical
development for a number of reasons, including:

 the research methodology used may not be successful in identifying potential indications and/or drug candidates, including as a
result of the limited patient sample represented in our databases and the validity of extrapolating based on insights from a
particular cellular context that may not apply to other more relevant cellular contexts;

» potential drug candidates may, after further study, be shown to have harmful adverse effects or other characteristics that indicate
they are unlikely to be effective products; or

it may take greater human and financial resources than we will possess to identify additional therapeutic opportunities for our
drug candidates or to develop suitable potential drug candidates through internal research programs, thereby limiting our ability
to develop, diversify and expand our product portfolio.

Because we have limited financial and human resources, we will have to prioritize and focus on certain research programs, drug
candidates and target indications while forgoing others. As a result, we may forgo or delay pursuit of opportunities with other drug
candidates or for other indications that later prove to have greater commercial potential or a greater likelihood of success. Our resource
allocation decisions may cause us to fail to capitalize on viable commercial products or profitable market opportunities.

Accordingly, there can be no assurance that we will ever be able to identify additional therapeutic opportunities for our drug
candidates or to develop suitable potential drug candidates through internal research programs, which could materially adversely affect
our future growth and prospects. We may focus our efforts and resources on potential drug candidates or other potential programs that
ultimately prove to be unsuccessful.

If we are not able to obtain, or if there are delays in obtaining, required regulatory approvals for our drug candidates, we will not
be able to commercialize, or will be delayed in commercializing, our drug candidates, and our ability to generate revenue will be
materially impaired.

Our drug candidates and the activities associated with their development and commercialization, including their design, testing,
manufacture, safety, efficacy, recordkeeping, labeling, storage,
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approval, advertising, promotion, sale, distribution, import and export are subject to comprehensive regulation by the FDA and other
regulatory agencies in the United States and by comparable authorities in other countries. Before we can commercialize any of our drug
candidates, we must obtain marketing approval. Currently, all of our drug candidates are in development, and we have not received
approval to market any of our drug candidates from regulatory authorities in any jurisdiction. It is possible that our drug candidates,
including any drug candidates we may seek to develop in the future, will never obtain regulatory approval. We have only limited
experience in filing and supporting applications to regulatory authorities and expect to rely on CROs and/or regulatory consultants to assist
us in this process. Securing regulatory approval requires the submission of extensive preclinical and clinical data and supporting
information to the various regulatory authorities for each therapeutic indication to establish the drug candidate’s safety and efficacy.
Securing regulatory approval also requires the submission of information about the product manufacturing process to, and inspection of
manufacturing facilities by, the relevant regulatory authority. Our drug candidates may not be effective, may be only moderately effective or
may prove to have undesirable or unintended side effects, toxicities or other characteristics that may preclude our obtaining marketing
approval or prevent or limit commercial use. In addition, regulatory authorities may find fault with our manufacturing process or facilities or
that of third-party contract manufacturers. We may also face greater than expected difficulty in manufacturing our drug candidates.

The process of obtaining regulatory approvals, both in the United States and abroad, is expensive and often takes many years. If
the FDA or a comparable foreign regulatory authority requires that we perform additional preclinical or clinical trials, approval, if obtained
at all, may be delayed. The length of such a delay varies substantially based upon a variety of factors, including the type, complexity and
novelty of the drug candidates involved. Changes in marketing approval policies during the development period, changes in or the
enactment of additional statutes or regulations, or changes in regulatory review for each submitted NDA, 510(k), Premarket Approval
Application, or PMA, or equivalent application types, may cause delays in the approval or rejection of an application. The FDA and
comparable authorities in other countries have substantial discretion in the approval process and may refuse to accept any application or
may decide that our data are insufficient for approval and require additional preclinical, clinical, or other studies. Our drug candidates could
be delayed in receiving, or fail to receive, regulatory approval for many reasons, including the following:

» the FDA or comparable foreign regulatory authorities may disagree with the design or implementation of our clinical trials;
* we may not be able to enroll a sufficient number of patients in our clinical studies;

« we may be unable to demonstrate to the satisfaction of the FDA or comparable foreign regulatory authorities that a drug
candidate is safe and effective for its proposed indication or a related companion diagnostic is suitable to identify appropriate
patient populations;

« the results of clinical trials may not meet the level of statistical significance required by the FDA or comparable foreign regulatory
authorities for approval;

* we may be unable to demonstrate that a drug candidate’s clinical and other benefits outweigh its safety risks;

» the FDA or comparable foreign regulatory authorities may disagree with our interpretation of data from preclinical studies or
clinical trials;

« the data collected from clinical trials of our drug candidates may not be sufficient or of sufficient quality to support the submission
of an NDA or other submission or to obtain regulatory approval in the United States or elsewhere;

« the FDA or comparable foreign regulatory authorities may find deficiencies with or fail to approve the manufacturing processes or
facilities of third-party manufacturers with which we contract for clinical and commercial supplies; and
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 the approval policies or regulations of the FDA or comparable foreign regulatory authorities may significantly change such that
our clinical or manufacturing data are insufficient for approval.

Even if we were to obtain approval, regulatory authorities may approve any of our drug candidates for fewer or more limited
indications than we request, thereby narrowing the commercial potential of the drug candidate. In addition, regulatory authorities may
grant approval contingent on the performance of costly post-marketing clinical trials or may approve a drug candidate with a label that
does not include the labeling claims necessary or desirable for the successful commercialization of that drug candidate. Any of the
foregoing scenarios could materially harm the commercial prospects for our drug candidates.

If we experience delays in obtaining approval or if we fail to obtain approval of our drug candidates, the commercial prospects for
our drug candidates may be harmed and our ability to generate revenues will be materially impaired.

We may never realize return on our investment of resources and cash in our drug discovery collaborations.

We conduct drug discovery activities for or with collaborators who are engaged in drug discovery and development. These
collaborators include pre-commercial biotechnology companies and large pharmaceutical companies. When we engage in drug discovery
with these collaborators, we typically provide the benefit of our platform and platform experts who identify molecules that have activity
against one or more specified targets. In consideration, we have received equity investments, upfront fees, and/or the right to receive
option fees, cash milestone payments upon the achievement of specified development, regulatory, commercial sales milestones for the
drug discovery targets, and potential royalties.

We may never realize a longer-term return on our investment of resources and cash in our drug discovery collaborations. Clinical
drug development involves a lengthy and expensive process, with an uncertain outcome. Our drug discovery collaborators may incur
additional costs or experience delays in completing, or ultimately be unable to complete, the development and commercialization of any
drug candidates. In addition, our ability to realize returns from our drug discovery collaborations is subject to the following risks:

» drug discovery collaborators have significant discretion in determining the amount and timing of efforts and resources that they
will apply to our collaborations and may not perform their obligations as expected,;

« drug discovery collaborators may not pursue development or commercialization of any drug candidates for which we are entitled
to option fees, milestone payments, or royalties or may elect not to continue or renew development or commercialization
programs based on results of clinical trials or other studies, changes in the collaborator’s strategic focus or available funding, or
external factors, such as an acquisition, that divert resources or create competing priorities;

« drug discovery collaborators may delay clinical trials for which we are entitled to milestone payments;

* we may not have access to, or may be restricted from disclosing, certain information regarding our collaborators’ drug
candidates being developed or commercialized and, consequently, may have limited ability to inform our stockholders about the
status of, and likelihood of achieving, milestone payments or royalties under such collaborations;

» drug discovery collaborators could independently develop, or develop with third parties, products that compete directly or
indirectly with any drug candidates and products for which we
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are entitled to milestone payments or royalties and the collaborator may believe that the competitive products are more likely to
be successfully developed or can be commercialized under terms that are more economically attractive;

» drug candidates discovered in drug discovery collaborations with us may be viewed by our collaborators as competitive with their
own drug candidates or products, which may cause our collaborators to cease to devote resources to the commercialization of
any such drug candidates;

 existing drug discovery collaborators and potential future drug discovery collaborators may begin to perceive us to be a
competitor more generally, particularly as we advance our internal drug discovery programs, and therefore may be unwilling to
continue existing collaborations with us or to enter into new collaborations with us;

« adrug discovery collaborator may fail to comply with applicable regulatory requirements regarding the development,
manufacture, distribution, or marketing of a drug candidate or product, which may impact our ability to receive milestone
payments;

» disagreements with drug discovery collaborators, including disagreements over intellectual property or proprietary rights, contract
interpretation, or the preferred course of development, might cause delays or terminations of the research, development, or
commercialization of drug candidates for which we are eligible to receive milestone payments, or might result in litigation or
arbitration;

» drug discovery collaborators may not properly obtain, maintain, enforce, defend or protect our intellectual property or proprietary
rights or may use our proprietary information in such a way as to potentially lead to disputes or legal proceedings that could
jeopardize or invalidate our or their intellectual property or proprietary rights or expose us and them to potential litigation;

 drug discovery collaborators may infringe, misappropriate, or otherwise violate the intellectual property or proprietary rights of
third parties, which may expose us to litigation and potential liability; and

» drug discovery collaborations may be terminated prior to our receipt of any significant value from the collaboration.

Our drug discovery collaborations may not lead to development or commercialization of drug candidates that results in our receipt
of option fees, milestone payments, or royalties or other payments in a timely manner, or at all. For example, we may be over-reliant on
our partners to provide information for molecules that we in-license. The molecules that we in-license may not be well protected because
the composition of matter patents that once protected them have expired. Moreover, we may have difficulty obtaining the quality and
quantity of active pharmaceutical ingredient, or API, or be able to ensure the stability of the molecule, all of which is needed to conduct
clinical trials or bring a drug candidate to market. For those molecules that we are attempting to repurpose for other indications, our
partners may have not have sufficient data, poor quality data or be able to help us interpret data, any of which could cause our
collaboration to fail.

If any drug discovery collaborations that we enter into do not result in the successful development and commercialization of drug
products that result in option fees, milestone payments, or royalties or other payments to us, we may not receive return on the resources
we have invested in such drug discovery collaborations. Moreover, even if a drug discovery collaboration initially leads to the achievement
of milestones that result in payments to us, it may not continue to do so.
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We face substantial competition, which may result in others discovering, developing, or commercializing products before or
more successfully than we do.

The development and commercialization of new products in the biopharmaceutical and related industries is highly competitive.
There are other companies focusing on technology-enabled drug discovery to identify and develop NCEs and KCEs. Some of these
competitive companies are based on scientific approaches that are the same as or similar to our approach, and others are based on
entirely different approaches. These companies include divisions of large pharmaceutical companies and biotechnology companies of
various sizes. We face competition with respect to our current drug candidates and will face competition with respect to any drug
candidates that we may seek to develop or commercialize in the future, from major pharmaceutical companies, specialty pharmaceutical
companies and biotechnology companies worldwide. Potential competitors also include academic institutions, government agencies, and
other public and private research organizations that conduct research, seek patent protection, and establish collaborative arrangements
for research, development, manufacturing, and commercialization.

Any drug candidates that we successfully develop and commercialize will compete with currently approved therapies and new
therapies that may become available in the future from segments of the pharmaceutical, biotechnology and other related industries that
pursue new therapeutics. Key product features that would affect our ability to effectively compete with other therapeutics include the
efficacy, safety, and convenience of our products. We believe principal competitive factors to our business include, among other things, the
accuracy of our computations and predictions, ability to integrate experimental and computational capabilities, ability to successfully
transition research programs into clinical development, ability to raise capital, and the scalability of the platform, pipeline, and business.

Many of the companies that we compete against or against which we may compete in the future have significantly greater financial
resources and expertise in research and development, manufacturing, preclinical testing, conducting clinical trials, obtaining regulatory
approvals and marketing approved products than we do. Mergers and acquisitions in the pharmaceutical, biotechnology and diagnostic
industries may result in even more resources being concentrated among a smaller number of our competitors. Smaller or early-stage
companies may also prove to be significant competitors, particularly through collaborative arrangements with large and established
companies. These competitors also compete with us in recruiting and retaining qualified scientific and management personnel and
establishing clinical trial sites and patient recruitment for clinical trials, as well as in acquiring technologies complementary to, or necessary
for, our programs. In addition, we cannot predict whether our current competitive advantages and our software tools, will remain in place
and evolve appropriately as barriers to entry in the future. If not, other companies may be able to more directly or effectively compete with
us.

Our commercial opportunity could be reduced or eliminated if our competitors develop and commercialize products that are safer,
more effective, have fewer or less severe side effects, are more convenient or are less expensive than any products that we or our
collaborators may develop. Our competitors also may obtain FDA or other regulatory approval for their products more rapidly than we may
obtain approval for ours, which could result in our competitors establishing a strong market position before we or our collaborators are able
to enter the market. The key competitive factors affecting the success of all of our drug candidates, if approved, are likely to be their
efficacy, safety, convenience, price, the level of generic competition and the availability of reimbursement from government and other third-
party payors.
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Because we have multiple programs and drug candidates in our development pipeline and are pursuing a variety of target
indications and treatment modalities, we may expend our limited resources to pursue a particular drug candidate and fail to
capitalize on development opportunities or drug candidates that may be more profitable or for which there is a greater likelihood
of success.

We currently focus on the development of drug candidates regardless of the treatment modality or the particular target indication.
Because we have limited financial and personnel resources, we may forgo or delay pursuit of opportunities with potential target indications
or drug candidates that later prove to have greater commercial potential than our current and planned development programs and drug
candidates. Our resource allocation decisions may cause us to fail to capitalize on viable commercial products or profitable market
opportunities. Our spending on current and future research and development programs and other future drug candidates for specific
indications may not yield any commercially viable future drug candidates.

We and our collaborators may not achieve projected discovery and development milestones and other anticipated key events in
the time frames that we or they announce, which could have an adverse impact on our business and could cause our stock price
to decline.

From time to time, we expect that we will make public statements regarding the expected timing of certain milestones and key
events, such as the commencement and completion of preclinical and clinical studies in our internal drug discovery programs as well
developments and milestones under our collaborations. Our collaborators, such as Bayer, have also made public statements regarding
expectations for the development of programs under collaboration with us and may in the future make additional statements about their
goals and expectations for collaborations with us. The actual timing of these events can vary dramatically due to a number of factors such
as delays or failures in our or our current and future collaborators’ drug discovery and development programs, the amount of time, effort,
and resources committed by us and our current and future collaborators, and the numerous uncertainties inherent in the development of
drugs. As a result, there can be no assurance that our or our current and future collaborators’ programs will advance or be completed in
the time frames we or they announce or expect. If we or any collaborators fail to achieve one or more of these milestones or other key
events as planned, our business could be materially adversely affected, and the price of our Class A common stock could decline.

Risks Related to our Platform and Data

Our business and operations would suffer in the event of computer system failures, cyber-attacks, or deficiencies in our or third
parties’ cybersecurity.

We are increasingly dependent upon information technology systems, infrastructure, and data to operate our business. In the
ordinary course of business, we collect, store, and transmit confidential information (including but not limited to intellectual property,
proprietary business information, personal information, and other confidential information). It is critical that we do so in a secure manner to
maintain the confidentiality and integrity of this information. We also have outsourced elements of our operations to third parties, and as a
result we manage a number of third-party vendors and other contractors and consultants who have access to our confidential information.

Given our limited operating history, we are still in the process of implementing our internal security and business continuity
measures and developing our information technology infrastructure. Our internal computer systems and those of current and future third
parties on which we rely may fail and are vulnerable to damage from computer viruses and unauthorized access. Our information
technology and other internal infrastructure systems, including corporate firewalls, servers, data center facilities that we colocate in, lab
equipment, leased lines, and connection to the Internet, face the risk
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of breakdown or other damage or interruption from service interruptions, system malfunction, natural disasters, terrorism, war and
telecommunication and electrical failures, as well as security breaches from inadvertent or intentional actions by our employees,
contractors, consultants, business partners, and/or other third parties, or from cyber-attacks by malicious third parties (including the
deployment of harmful malware, ransomware, denial-of-service attacks, social engineering and other means to affect service reliability and
threaten the confidentiality, integrity and availability of information), each of which could compromise our system infrastructure or lead to
the loss, destruction, alteration, disclosure, or dissemination of, or damage or unauthorized access to, our data or data that is processed
or maintained on our behalf, or other assets.

If such an event were to occur and cause interruptions in our operations, it could result in a material disruption of our development
programs and our business operations, and could result in financial, legal, business, and reputational harm to us. For example, one of our
primary differentiators is our proprietary technical information and biological and chemical data. The loss, corruption, unavailability of, or
damage to our data would interfere with and undermine the insights we draw from our platform, which could result in the waste of
resources on insights based on flawed premises. In addition, the loss or corruption of, or other damage to, clinical trial data from
completed or future clinical trials could result in delays in our regulatory approval efforts and significantly increase our costs to recover or
reproduce the data. Likewise, we rely on third parties for the manufacture of our drug candidates or any future drug candidates and to
conduct clinical trials, and similar events relating to their systems and operations could also have a material adverse effect on our
business and lead to regulatory agency actions. The risk of a security breach or disruption, particularly through cyber-attacks or cyber
intrusion, including by computer hackers, foreign governments, and cyber terrorists, has generally increased as the number, intensity, and
sophistication of attempted attacks and intrusions from around the world have increased. Sophisticated cyber attackers (including foreign
adversaries engaged in industrial espionage) are skilled at adapting to existing security technology and developing new methods of
gaining access to organizations’ sensitive business data, which could result in the loss of proprietary information, including trade secrets.
We may not be able to anticipate all types of security threats, and we may not be able to implement preventive measures effective against
all such security threats. For example, third parties have in the past and may in the future illegally pirate our software and make that
software publicly available on peer-to-peer file sharing networks or otherwise. The techniques used by cyber criminals change frequently,
may not be recognized until launched, and can originate from a wide variety of sources, including outside groups such as external service
providers, organized crime affiliates, terrorist organizations, or hostile foreign governments or agencies. In addition, in response to the
ongoing COVID-19 pandemic, the majority of our workforce is currently working remotely. This could increase our cybersecurity risk,
create data accessibility concerns, and make us more susceptible to communication disruptions.

Any security breach or other event that leads to loss, damage, or unauthorized access to, or use, alteration, or disclosure or
dissemination of, personal information, including personal information regarding clinical trial subjects, contractors, directors, or employees,
our intellectual property, proprietary business information, or other confidential or proprietary information, could harm our reputation
directly, enable competitors to compete with us more effectively, compel us to comply with federal and/or state breach notification laws and
foreign law equivalents, subject us to mandatory corrective action and otherwise subject us to liability under laws and regulations that
protect the privacy and security of personal information, which could result in significant legal and financial exposure and reputational
damage that could potentially have an adverse effect on our business. Notifications and follow-up actions related to a security incident
could impact our reputation, and we could incur substantial costs, including legal and remediation costs, in connection with these
measures and otherwise in connection with any actual or suspected security breach. We expect to incur significant costs in an effort to
detect and prevent security incidents and otherwise implement our internal security and business continuity measures, and actual,
potential, or anticipated attacks may cause us to incur
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increasing costs, including costs to deploy additional personnel and protection technologies, train employees, and engage third-party
experts and consultants. We may face increased costs and find it necessary or appropriate to expend substantial resources in the event of
an actual or perceived security breach.

The costs related to significant security breaches or disruptions could be material and our insurance policies may not be adequate
to compensate us for the potential losses arising from any such disruption in, or failure or security breach of, our systems or third-party
systems where information important to our business operations or commercial development is stored or processed. In addition, such
insurance may not be available to us in the future on economically reasonable terms, or at all. Further, our insurance may not cover all
claims made against us and could have high deductibles in any event, and defending a suit, regardless of its merit, could be costly and
divert management attention. Furthermore, if the information technology systems of our third-party vendors and other contractors and
consultants become subject to disruptions or security breaches, we may have insufficient recourse against such third parties and we may
have to expend significant resources to mitigate the impact of such an event, and to develop and implement protections to prevent future
events of this nature from occurring.

If we are not able to develop new solutions and enhancements to our platform that keep pace with technological developments,
our business and results of operations would be harmed.

Our ability to increase revenue depends in large part on our ability to enhance and improve our platform. The success of any
enhancement to our platform depends on several factors, including the generation of additional biological and chemical data, innovation in
hardware solutions, increased computational storage and processing capacity and development of more advanced algorithms. Any new
enhancement that we develop may not be introduced in a timely or cost-effective manner, may contain errors, vulnerabilities or bugs, or
may not achieve the functionality necessary to generate significant revenue. If we are unable to successfully develop new innovations,
enhance our existing platform, or otherwise gain market acceptance, our reputation, business, results of operations, and financial
condition would be harmed. Our success also depends on our ability to identify important and emerging use cases and quickly develop
new and effective innovations to address those use cases.

We have invested and expect to continue to invest in research and development efforts that further enhance our platform. Such
investments may affect our operating results, and, if the return on these investments is lower or develops more slowly than we
expect, our revenue and operating results may suffer.

We have invested and expect to continue to invest in research and development efforts that further enhance our platform. These
investments may involve significant time, risks, and uncertainties, including the risk that the expenses associated with these investments
may affect our margins and operating results and that such investments may not generate sufficient revenues to offset liabilities assumed
and expenses associated with these new investments. The software industry changes rapidly as a result of technological and product
developments, which may render our solutions less effective. We believe that we must continue to invest a significant amount of time and
resources in our platform to maintain and improve our competitive position. If we do not achieve the benefits anticipated from these
investments, if the achievement of these benefits is delayed, our business, operating results and prospects may be materially adversely
affected.

Defects or disruptions in our platform could result in diminishing our value and prospects.

Our platform depends upon the continuous, effective, and reliable operation of our software, hardware, databases, and related tools
and functions and the integrity of our data. Our proprietary

42



Table of Contents

software tools, hardware, and data sets are inherently complex and may contain defects or errors. Errors may result from the interface of
our proprietary software and hardware tools with our data or third-party systems and data, which we did not develop. The risk of errors is
particularly significant when new software or hardware is first introduced or when new versions or enhancements of existing software or
hardware are implemented. We have from time to time found defects in our software and hardware, and new errors in our existing
software and hardware may be detected in the future. Any errors, defects, disruptions, or other performance problems with our software,
hardware, or data sets could hurt our ability to gather valuable insights that drive our drug discoveries. Furthermore, our platform may
produce an incomplete data set lacking in coverage which could result in a material adverse effect on our ability to discover new drug
candidates. Such discovery is dependent on the integrity and completeness of our data. The occurrence of any of these events could
result in diminishing value of our platform and data and have a material adverse effect on our business, operating results and prospects.

We rely upon third-party providers of cloud-based infrastructure to host our platforms. Any disruption in the operations of these
third-party providers, limitations on capacity, or interference with our use could adversely affect our business, financial
condition, and results of operations.

We outsource substantially all of the technological infrastructure relating to our hosted platform to third-party hosting services, such
as Google Cloud and Amazon Web Services, or AWS. We have no control over any of these third parties, and while we attempt to reduce
risk by minimizing reliance on any single third party or its operations, we cannot guarantee that such third-party providers will not
experience system interruptions, outages or delays, or deterioration in their performance. We need to be able to access our computational
platform at any time, without interruption or degradation of performance. Our hosted platform depends on protecting the virtual cloud
infrastructure hosted by third-party hosting services by maintaining its configuration, architecture, features, and interconnection
specifications, as well as protecting the information stored in these virtual data centers, which is transmitted by third-party Internet service
providers. We have experienced, and expect that in the future we may again experience interruptions, delays and outages in service and
availability from time to time due to a variety of factors, including infrastructure changes, human or software errors, website hosting
disruptions and capacity constraints. Any limitation on the capacity of our third-party hosting services could adversely affect our business,
financial condition, and results of operations. In addition, any incident affecting our third-party hosting services’ infrastructure that may be
caused by cyber-attacks, natural disasters, fire, flood, severe storm, earthquake, power loss, telecommunications failures, terrorist or other
attacks, and other disruptive events beyond our control could negatively affect our cloud-based solutions. A prolonged service disruption
affecting our cloud-based solutions could damage our reputation or otherwise harm our business. We may also incur significant costs for
using alternative equipment or taking other actions in preparation for, or in reaction to, events that damage the third-party hosting services
we use.

In the event that our service agreements with our third-party hosting services are terminated, or there is a lapse of service,
elimination of services or features that we utilize, interruption of Internet service provider connectivity, or damage to such facilities, we
could experience interruptions in access to the our platform as well as significant delays and additional expense in arranging or creating
new facilities and services and/or re-architecting our hosted software solutions for deployment on a different cloud infrastructure service
provider, which could adversely affect our business, financial condition, and results of operations.
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If our security measures are breached or unauthorized access to our other data is otherwise obtained, our data may be
perceived as not being secure and we may incur significant liabilities.

We use a set of proprietary tools to generate, analyze, and derive novel insights from our data. As a result, unauthorized access to
or security breaches of our data, as a result of third-party action, employee or contractor error, malfeasance, or otherwise could result in
the loss or corruption of, or other damage to information, claims and litigation, indemnity obligations, damage to our reputation, and other
liability. Our collaborators and other third parties we work with may also suffer similar security breaches of data that we rely on. Because
the techniques used to obtain unauthorized access or sabotage systems change frequently and generally are not identified until they are
launched against a target, we and those we collaborate with may be unable to anticipate these techniques or implement adequate
preventative measures. In addition, if our employees or contractors fail to adhere to practices we have established to maintain a firewall
between our internal drug discovery team and our teams that work with external individuals, including our collaborators, or if the technical
solutions we have adopted to maintain the firewall malfunction, our collaborators may lose confidence in our ability to maintain the
confidentiality of their intellectual property, we may have trouble attracting new collaborators, we may be subject to breach of contract
claims by our collaborators, and we may suffer reputational and other harm as a result. Any or all of these issues could result in
reputational damage or subject us to third-party lawsuits or other action or liability, which could adversely affect our operating results. Our
insurance may not be adequate to cover losses associated with such events, and in any case, such insurance may not cover all of the
types of costs, expenses, and losses we could incur to respond to and remediate a security breach. For more information see “Risk
Factors—Our business and operations would suffer in the event of computer system failures, cyber-attacks or deficiencies in our or third
parties’ cyber security.”

Our solutions utilize third-party open source software, and any failure to comply with the terms of one or more of these open
source software licenses could adversely affect our business, subject us to litigation, or create potential liability.

Our solutions include software licensed by third parties under any one or more open source licenses, including the Apache 2.0
License, MIT, BSD variants, and others, and we expect to continue to incorporate open source software in our solutions in the future.
Moreover, we cannot ensure that we have effectively monitored our use of open source software, or validated the quality or source of such
software, or that we are in compliance with the terms of the applicable open source licenses or our current policies and procedures. There
have been claims against companies that use open source software in their products and services asserting that the use of such open
source software infringes the claimants’ intellectual property rights. As a result, we could be subject to suits by third parties claiming that
what we believe to be licensed open source software infringes such third parties’ intellectual property rights. Additionally, if an author or
other third party that distributes such open source software were to allege that we had not complied with the conditions of one or more of
these licenses, we could be required to incur significant legal expenses defending against such allegations and could be subject to
significant damages and required to comply with onerous conditions or restrictions on these solutions, which could disrupt the distribution
and sale of these solutions. Litigation could be costly for us to defend, have a negative effect on our business, financial condition, and
results of operations, or require us to devote additional research and development resources to change our solutions. Furthermore, these
third-party open source providers could experience service outages, data loss, privacy breaches, cyber-attacks, and other events relating
to the applications and services they provide that could diminish the utility of these services and which could harm our business as a
result.

Use of open source software may entail greater risks than use of third-party commercial software, as open source licensors
generally do not provide warranties or other contractual protections regarding
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infringement claims or the quality of the code, including with respect to security vulnerabilities where open source software may be more
susceptible. In addition, certain open source licenses require that source code for software programs that interact with such open source
software be made available to the public at no cost and that any modifications or derivative works to such open source software continue
to be licensed under the same terms as the open source software license. The terms of various open source licenses to which we are
subject have not been interpreted by courts in the relevant jurisdictions, and there is a risk that such licenses could be construed in a
manner that imposes unanticipated conditions or restrictions on our ability to market or provide our software and data. By the terms of
certain open source licenses, we could be required to release the source code of our proprietary software, and to make our proprietary
software available under open source licenses, if we combine our proprietary software with open source software in a certain manner. In
the event that portions of our proprietary software are determined to be subject to an open source license, we could be required to publicly
release the affected portions of our source code, re-engineer all or a portion of our solutions, or otherwise be limited in the licensing of our
solutions, each of which could reduce or eliminate the value of our solutions. Disclosing our proprietary source code could allow our
competitors to create similar products with lower development effort and time and ultimately could result in a loss of sales. Furthermore,
any such re-engineering or other remedial efforts could require significant additional research and development resources, and we may
not be able to successfully complete any such re-engineering or other remedial efforts. Any of these events could create liability for us and
damage our reputation, which could have a material adverse effect on our revenue, business, results of operations, and financial condition
and the market price of our shares.

Risks Related to Our Operations/Commercialization

Our insurance policies are expensive and protect us only from some business risks, which leaves us exposed to significant
uninsured liabilities.

We do not carry insurance for all categories of risk that our business may encounter and insurance coverage is becoming
increasingly expensive. For example, we can only obtain insurance for the loss of our data that would partially compensate us for its loss.
We do not know if we will be able to maintain existing insurance with adequate levels of coverage in the future, and any liability insurance
coverage we acquire in the future may not be sufficient to reimburse us for any expenses or losses we may suffer. If we obtain marketing
approval for any drug candidates that we or our collaborators may develop, we intend to acquire insurance coverage to include the sale of
commercial products, but we may be unable to obtain such insurance on commercially reasonable terms or in adequate amounts. The
coverage or coverage limits currently maintained under our insurance policies may not be adequate. If our losses exceed our insurance
coverage, our financial condition would be adversely affected. Clinical trials or regulatory approvals for any of our drug candidates could
be suspended, which could adversely affect our results of operations and business, including by preventing or limiting the development
and commercialization of any drug candidates that we or our collaborators may identify. Additionally, operating as a public company will
make it more expensive for us to obtain directors and officers liability insurance. If we do not have adequate levels of directors and officers
liability insurance, it may be more difficult for us to attract and retain qualified individuals to serve on our board of directors.

A pandemic, epidemic, or outbreak of an infectious disease, such as COVID-19, may materially and adversely affect our
business and our financial results and could cause a disruption to the development of our drug candidates.

Public health crises such as pandemics or similar outbreaks could adversely impact our business. In early 2020, a novel strain of a
virus hamed SARS-CoV-2 (severe acute respiratory syndrome coronavirus 2), or coronavirus, which causes COVID-19 has spread to
most countries across the world
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and all 50 states within the U.S. including Utah and specifically Salt Lake City, where our primary office and laboratory space is located.
The coronavirus pandemic is evolving, and to date has led to the implementation of various responses, including government-imposed
quarantines, travel restrictions and other public health safety measures. The extent to which the coronavirus impacts our operations or
those of our third-party partners, including our preclinical studies or clinical trial operations, will depend on future developments, which are
highly uncertain and cannot be predicted with confidence, including the duration of the outbreak, new information that will emerge
concerning the severity of coronavirus infection and the actions to contain the coronavirus or treat its impact, among others. The continued
spread of COVID-19 globally, or the evolution of a new variant of COVID-19 that is more contagious, has more severe effects or is
resistant to treatments or vaccinations, could adversely impact our preclinical or clinical trial operations in the U.S., including our ability to
recruit and retain trial participants as well as principal investigators and site staff who, as healthcare providers, may have heightened
exposure to COVID-19 if an outbreak occurs in their geography. For example, similar to other biopharmaceutical companies, we may
experience delays in initiating preclinical and clinical studies, protocol deviations, enrolling our clinical trials, or dosing of patients in our
clinical trials as well as in activating new trial sites. COVID-19 or any variants may also affect employees of third-party CROs located in
affected geographies that we rely upon to carry out our clinical trials. In addition, as a result of medical complications associated with the
diseases of the patients we seek to enroll and treat in our trials, the patient populations that our lead and other drug candidates target may
be particularly susceptible to COVID-19 or any variants, which may make it more difficult for us to identify individuals able to enroll in our
current and future clinical trials and may impact the ability of those enrolled to complete any such trials. Any negative impact COVID-19 or
any variants has on enrollment or the execution of our drug trials could cause costly delays, which could adversely affect our ability to
obtain regulatory approval for and to commercialize our drug candidates, increase our operating expenses, and have a material adverse
effect on our financial results.

Additionally, timely enroliment in planned clinical trials is dependent upon clinical trial sites which could be adversely affected by
global health issues, such as pandemics. We plan to conduct clinical trials for our drug candidates in geographies which are currently
being affected by the coronavirus. Some factors from the coronavirus outbreak that will delay or otherwise adversely affect enroliment in
the clinical trials of our drug candidates, as well as our business generally, include:

 the potential diversion of healthcare resources away from the conduct of clinical trials to focus on pandemic concerns, including
the attention of physicians serving as our clinical trial investigators, hospitals serving as our clinical trial sites and hospital staff
supporting the conduct of our prospective clinical trials;

« limitations on travel that could interrupt key trial and business activities, such as clinical trial site initiations and monitoring,
domestic and international travel by employees, contractors or patients to clinical trial sites, including any government-imposed
travel restrictions or quarantines that will impact the ability or willingness of patients, employees or contractors to travel to our
clinical trial sites or secure visas or entry permissions, a loss of face-to-face meetings and other interactions with potential
partners, any of which could delay or adversely impact the conduct or progress of our prospective clinical trials;

 the potential negative effect on the operations of our third-party manufacturers;

* interruptions in global shipping affecting the transport of clinical trial materials, such as tissue samples, investigational drug
product and comparator drugs and other supplies used in our studies; and

» business disruptions caused by potential workplace, laboratory and office closures and an increased reliance on employees
working from home, disruptions to or delays in ongoing laboratory experiments and operations, staffing shortages, travel
limitations or mass transit
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disruptions, any of which could adversely impact our business operations or delay necessary interactions with local regulators,
ethics committees and other important agencies and contractors.

We have taken temporary precautionary measures intended to help minimize the risk of the coronavirus to our employees,
including temporarily permitting certain employees to work remotely, suspending all non-essential travel worldwide for our employees and
discouraging employee attendance at industry events and in-person work-related meetings, which could negatively affect our business.
We cannot presently predict the scope and severity of the planned and potential shutdowns or disruptions of businesses and government
agencies, such as the Securities and Exchange Commission, or the SEC, or FDA.

These and other factors arising from the coronavirus could worsen in countries that are already afflicted with the coronavirus or
could continue to spread to additional countries. Any of these factors, and other factors related to any such disruptions that are
unforeseen, could have a material adverse effect on our business and our results of operation and financial condition. Further, uncertainty
around these and related issues could lead to adverse effects on the economy of the United States and other economies, which could
impact our ability to raise the necessary capital needed to develop and commercialize our drug candidates.

If we fail to sufficiently manage and improve our technical hardware infrastructure we may experience errors, delays and other
performance problems.

We have experienced significant growth in the complexity of our data and the software tools that our hardware infrastructure
supports. In addition, we need to properly manage and improve our technological hardware infrastructure in order to support changes in
hardware and software parameters and the evolution of our tools. We have experienced, and may in the future experience, disruptions,
outages, failures and other performance problems with our software tools or hardware infrastructure. These types of problems may be
caused by a variety of factors, including infrastructure changes, human, mechanical, or software errors, viruses, security attacks, and
fraud. In some instances, we may not be able to identify the cause or causes of these problems within an acceptable period of time or at
all. If we do not accurately predict and identify our infrastructure requirements and failures, including acquisition of newer infrastructure,
our team may experience performance problems that may cause delays in our research and development programs, which could
adversely affect our business, financial condition, results of operations, and prospects.

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

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

« the efficacy and safety of such drug candidates as demonstrated in pivotal clinical trials and published in peer-reviewed journals;
 the potential and perceived advantages compared to alternative treatments, including any similar generic treatments;
« the ability to offer these products for sale at competitive prices;
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« the ability to offer appropriate patient access programs, such as co-pay assistance;
» convenience and ease of dosing and administration compared to alternative treatments;
« the clinical indications for which the drug candidate is approved by FDA or comparable regulatory agencies;

« product labeling or product insert requirements of the FDA or other comparable foreign regulatory authorities, including any
limitations, contraindications or warnings contained in a product’s approved labeling;

« restrictions on how the product is distributed;

« the timing of market introduction of competitive products;

» publicity concerning these products or competing products and treatments;
« the strength of marketing and distribution support;

» favorable third-party coverage and sufficient reimbursement; and

» the prevalence and severity of any side effects or adverse events.

Sales of medical products also depend on the willingness of physicians to prescribe the treatment, which is likely to be based on a
determination by these physicians that the products are safe, therapeutically effective and cost effective. In addition, the inclusion or
exclusion of products from treatment guidelines established by various physician groups and the viewpoints of influential physicians can
affect the willingness of other physicians to prescribe the treatment. We cannot predict whether physicians, physicians’ organizations,
hospitals, other healthcare providers, government agencies or private insurers will determine that any product we may develop is safe,
therapeutically effective and cost effective as compared with competing treatments. If any drug candidates we develop do not achieve an
adequate level of acceptance, we may not generate significant product revenue, and we may not become profitable.

If, in the future, we are unable to establish sales and marketing capabilities or enter into agreements with third parties to sell and
market any drug candidates we may develop, we may not be successful in commercializing those drug candidates if and when
they are approved.

We do not have a sales or marketing infrastructure and have little experience in the sale, marketing, or distribution of
pharmaceutical products. To achieve commercial success for any approved product for which we retain sales and marketing
responsibilities, we must either develop a sales and marketing organization, sales and marketing software solutions, or outsource these
functions to third parties. In the future, we may choose to build a focused sales, marketing, and commercial support infrastructure to
market and sell our drug candidates, if and when they are approved. We may also elect to enter into collaborations or strategic
partnerships with third parties to engage in commercialization activities with respect to selected drug candidates, indications or geographic
territories, including territories outside the United States, although there is no guarantee we will be able to enter into these arrangements
even if the intent is to do so.

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

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

 the inability of sales personnel or software tools to obtain access to physicians or persuade adequate nhumbers of physicians to
prescribe any future approved products;

« the inability of reimbursement professionals to negotiate arrangements for formulary access, reimbursement, and other
acceptance by payors;

« the inability to price products at a sufficient price point to ensure an adequate and attractive level of profitability;
* restricted or closed distribution channels that make it difficult to distribute our products to segments of the patient population;

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

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

If we enter into arrangements with third parties to perform sales, marketing, commercial support, and distribution services, our
product revenue or the profitability of product revenue may be lower than if we were to market and sell any products we may develop
internally. In addition, we may not be successful in entering into arrangements with third parties to commercialize our drug candidates or
may be unable to do so on terms that are favorable to us or them. We may have little control over such third parties, and any of them may
fail to devote the necessary resources and attention to sell and market our products effectively or may expose us to legal and regulatory
risk by not adhering to regulatory requirements and restrictions governing the sale and promotion of prescription drug products, including
those restricting off-label promotion. If we do not establish commercialization capabilities successfully, either on our own or in collaboration
with third parties, we will not be successful in commercializing our drug candidates, if approved.

As our drug development pipeline increases and matures, the increased demand for clinical and commercial supplies from our
facilities and third parties may impact our ability to operate. We will require increased capacity across our entire supply chain.
Furthermore, we rely on many service providers, including those that provide manufacturing or testing services, all of whom
have inherent risks in their operations that may adversely impact our operations.

We currently utilize, and expect to continue to utilize, third parties to, among other things, manufacture raw materials, components,
parts, and consumables, and to perform quality testing, including such materials for our automated robotics platform. If the field of
technology-enabled drug discovery continues to expand, we may encounter increasing competition for these materials and services.
Demand for third-party manufacturing or testing facilities may grow at a faster rate than their existing capacity, which could disrupt our
ability to find and retain third-party suppliers and manufacturers capable of producing sufficient quantities of such raw materials,
components, parts, and consumables required for our drug candidates and to maintain our automated robotics platform. The use of
service providers and suppliers could expose us to risks, including, but not limited to:

« termination or non-renewal of supply and service agreements with third parties in a manner or at a time that is costly or
damaging to us;

« disruptions to the operations of these suppliers and service providers caused by conditions unrelated to our business or
operations, including the bankruptcy of the supplier or service provider or force majeure events, such as the COVID-19
pandemic; and
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* inspections of third-party facilities by regulatory authorities that could have a negative outcome and result in delays to or
termination of their ability to supply our requirements.

Additional risks to our automated robotics platform include reliance on third-party equipment and instrument suppliers and
consumable and reagent suppliers. The failure of third-party suppliers to fulfill our needs could adversely affect our ability to continue to
operate our drug discovery platform and generate new insights that lead to successful drug candidates.

We are subject to regulatory and operational risks associated with the physical and digital infrastructure at both our internal
facilities and those of our external service providers.

Our facilities in Salt Lake City, Utah have not been reviewed or pre-approved by any regulatory agency, nor has the facility been
inspected by any Federal regulatory agency such as the FDA. An inspection by the FDA could disrupt our ability to generate data and
develop drug candidates. Our laboratory facilities are designed to incorporate a significant level of automation of equipment with
integration of several digital systems to improve efficiency of research operations. We have attempted to achieve a high level of digitization
for a research operation relative to industry standards. While this is meant to improve operational efficiency, this may pose additional risk
of equipment malfunction and even overall system failure or shutdown due to internal or external factors including, but not limited to,
design issues, system compatibility, or potential cybersecurity breaches. This may lead to delay in potential drug candidate identification or
shutdown of our facility. Any disruption in our data generation capabilities could cause delays in advancing new drug candidates into our
pipeline, advancing existing programs, or enhancing the capabilities of our platform, including expanding our data, the occurrence of which
could have a material adverse effect on our business, financial condition, results of operations, and prospects.

In the future, we may manufacture drug substances or products for preclinical and clinical use at our facilities and we have
limited prior manufacturing experience.

If, in the future, we decide to produce drug substances or products, we will have no prior experience producing it at our facilities for
preclinical and clinical use. We could incur delays in implementing the full operational state of the facility, causing delays to preclinical or
clinical supply or need to rely on third-party service providers, resulting in unplanned expenses.

As we expand our development and commercial capacity, we may establish manufacturing capabilities inside the Salt Lake City
footprint or expand to other locations or geographies, which may lead to regulatory delays or prove costly. If we fail to select the correct
location, complete the construction in an efficient manner, recruit the appropriate personnel, and generally manage our growth effectively,
the development and production of our investigational medicines could be delayed or curtailed. Additional investments may be needed if
changes in our manufacturing process lead to required changes in the facility’s infrastructure.

Our current operations are located in Utah and California; and we or the third parties upon whom we depend may be adversely
affected by natural disasters and our business continuity and disaster recovery plans may not adequately protect us from a
serious disaster.

Our current operations are located in Salt Lake City, Utah and Milpitas, California. Any unplanned event, such as flood, fire,
explosion, earthquake, extreme weather condition, medical epidemics, including any potential effects from the current global spread of
COVID-19, power shortage, telecommunication failure or other natural or man-made accidents or incidents that result in us being unable
to fully utilize our facilities, or the manufacturing facilities of our third-party contract manufacturers, may have a material and adverse effect
on our ability to operate our business and have
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significant negative consequences on our financial and operating conditions. Loss of access to these facilities may result in increased
costs, delays in the development of our drug candidates or interruption of our business operations. Natural disasters or pandemics such
as the COVID-19 outbreak could further disrupt our operations, and have a material and adverse effect on our business, financial
condition, results of operations and prospects. For example, we have instituted a temporary work from home policy for non-essential office
personnel and it is possible that this could have a negative impact on the execution of our business plans and operations, especially
because we rely on validating some of the drug discovery biology in our wet lab. Furthermore, our wet lab houses the robots used to
produce our dataset that builds the Recursion Data Universe which is a key means by which we conduct drug candidate discovery. If a
natural disaster, power outage or other event occurred that prevented us from using all or a significant portion of our headquarters or the
datacenter where we collocate our GPU cluster, or damaged critical infrastructure or our robots, such as our research facilities or the
manufacturing facilities of our third-party contract manufacturers, or that otherwise disrupted operations, it may be difficult or, in certain
cases, impossible, for us to continue our business for a substantial period of time. The disaster recovery and business continuity plans we
have in place may prove inadequate in the event of a serious disaster or similar event. Furthermore, we do not have a disaster recovery
and business continuity plan for systems related to chemistry. We may incur substantial expenses as a result of the limited nature of our
disaster recovery and business continuity plans, which could have a material adverse effect on our business. As part of our risk
management policy, we maintain insurance coverage at levels that we believe are appropriate for our business. However, in the event of
an accident or incident at these facilities, we cannot assure our investors that the amounts of insurance will be sufficient to satisfy any
damages and losses. If our facilities or the manufacturing facilities of our third-party contract manufacturers are unable to operate because
of an accident or incident or for any other reason, even for a short period of time, any or all of our research and development programs
may be harmed. Any business interruption may have a material and adverse effect on our business, financial condition, results of
operations and prospects.

Furthermore, our facilities in Salt Lake City, Utah are located in a busy downtown area. Although we believe we have taken the
necessary steps to ensure our operations are safe to the surrounding area, there could be a risk to the public if we were to conduct
hazardous material research, including use of flammable chemicals and materials, at our facilities. To date, we have not received any
complaints from the public associated with our operations. From time to time, we also hold public events in our Salt Lake City facilities. We
have protocols in place to protect our facilities and the confidential information and assets inside; however, it is difficult to secure certain
portions of our facilities and security of our confidential and proprietary information could be compromised. Despite the steps we have
taken, the surrounding community may still perceive our facility as unsafe, which could have a material and adverse effect on our
reputation and operations.

If we fail to comply with environmental, health and safety, or other laws and regulations, we could become subject to fines or
penalties or incur costs that could have a material adverse effect on the success of our business.

We are subject to numerous environmental, health and safety, and other laws and regulations, including those governing laboratory
procedures and the handling, use, storage, treatment and disposal of hazardous materials and wastes. Our operations involve the use of
hazardous and flammable materials, including chemicals and biological and radioactive materials. Our operations also produce hazardous
waste products. We generally contract with third parties for the disposal of these materials and wastes. We cannot eliminate the risk of
contamination or injury from these materials. In the event of contamination or injury resulting from our use of hazardous materials, we
could be held liable for any resulting damages, and any liability could exceed our resources. We also could incur significant costs
associated with civil or criminal fines and penalties.
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Although we maintain workers’ compensation insurance to cover us for costs and expenses we may incur due to injuries to our
employees resulting from the use of hazardous materials, this insurance may not provide adequate coverage against potential liabilities.
We do not maintain insurance for environmental liability or toxic tort claims that may be asserted against us in connection with our storage
or disposal of biological, hazardous or radioactive materials.

Our ability to utilize our net operating loss carryforwards and certain other tax attributes may be limited.

Under Section 382 of the Internal Revenue Code of 1986, as amended, or the Code, if a corporation undergoes an “ownership
change,” which is generally defined as a greater than 50% change by value in the ownership of its equity over a three-year period, our
ability to use our pre-change net operating loss carryforwards and certain other pre-change tax attributes to offset its post-change income
could be subject to an annual limitation. Such annual limitation could result in the expiration of a portion of the net operating loss
carryforward before utilization. If not utilized the carryforwards will begin to expire in 2036. We may have experienced such ownership
changes in the past, and we may experience ownership changes in the future as a result of this offering or subsequent shifts in our stock
ownership, some of which are outside of our control; however, we have not determined whether an ownership change has occurred. As of
December 31, 2020, we had federal net operating loss carryforwards of approximately $193.8 million, and our ability to utilize those net
operating loss carryforwards could be limited by enacted legislation or an “ownership change” as described above, which could result in
increased tax liability to us.

If our estimates or judgments relating to our critical accounting policies prove to be incorrect or financial reporting standards or
interpretations change, our results of operations could be adversely affected.

The preparation of financial statements in conformity with generally accepted accounting principles in the United States, or U.S.
GAAP, requires management to make estimates and assumptions that affect the amounts reported in the consolidated financial
statements and accompanying notes. We base our estimates on historical experience, known trends and events, and various other factors
that we believe to be reasonable under the circumstances, as provided in “Management’s Discussion and Analysis of Financial Condition
and Results of Operations—Critical Accounting Policies and Use of Estimates.” The results of these estimates form the basis for making
judgments about the carrying values of assets and liabilities that are not readily apparent from other sources. Significant assumptions and
estimates used in preparing our consolidated financial statements include stock-based compensation and valuation of our equity
investments in early-stage biotechnology companies. Our results of operations may be adversely affected if our assumptions change or if
actual circumstances differ from those in our assumptions, which could cause our results of operations to fall below the expectations of
securities analysts and investors, resulting in a decline in the trading price of our Class A common stock.

Additionally, we regularly monitor our compliance with applicable financial reporting standards and review new pronouncements
and drafts thereof that are relevant to us. As a result of new standards, changes to existing standards and changes in their interpretation,
we might be required to change our accounting policies, alter our operational policies, and implement new or enhance existing systems so
that they reflect new or amended financial reporting standards, or we may be required to restate our published financial statements. Such
changes to existing standards or changes in their interpretation may have an adverse effect on our reputation, business, financial position,
and profit.
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Risks Related to Our Reliance on Third Parties

We expect to rely on third parties to conduct our clinical trials and some aspects of our research and preclinical testing, and
those third parties may not perform satisfactorily, including failing to meet deadlines for the completion of such trials, research,
or testing.

We currently rely and expect to continue to rely on third parties, such as clinical research organizations, clinical data management
organizations, medical institutions, and clinical investigators, to conduct some aspects of research and preclinical testing and clinical trials.
Any of these third parties may terminate their engagements with us or be unable to fulfill their contractual obligations. If any of our
relationships with these third parties terminate, we may not be able to enter into arrangements with alternative third parties on
commercially reasonable terms, or at all. If we need to enter into alternative arrangements, it would delay product development activities.

Our reliance on these third parties for research and development activities reduces control over these activities but does not relieve
us of our responsibilities. For example, we remain responsible for ensuring that each of our respective clinical trials is conducted in
accordance with the general investigational plan and protocols for the trial and applicable legal, regulatory, and scientific standards, and
our reliance on third parties does not relieve us of our regulatory responsibilities. In addition, the FDA and comparable foreign regulatory
authorities require compliance with good clinical practices, or GCP guidelines, for conducting, recording, and reporting the results of
clinical trials to assure that data and reported results are credible, reproducible and accurate and that the rights, integrity, and
confidentiality of trial participants are protected. Regulatory authorities enforce GCP compliance through periodic inspections of trial
sponsors, principal investigators, and trial sites. If we or any of these third parties fail to comply with applicable GCP regulations, some or
all of the clinical data generated in our clinical trials may be deemed unreliable and the FDA or comparable foreign regulatory authorities
may require us to perform additional nonclinical or clinical trials or to enroll additional patients before approving our marketing applications.
We cannot be certain that, upon inspection, such regulatory authorities will determine that any of our clinical trials complies with the GCP
regulations. For any violations of laws and regulations during the conduct of clinical trials, we could be subject to untitled and warning
letters or enforcement action that may include civil penalties up to and including criminal prosecution. We also are required to register
ongoing clinical trials and post the results of completed clinical trials on a government-sponsored database within certain timeframes.
Failure to do so can result in fines, adverse publicity, and civil and criminal sanctions.

If these third parties do not successfully carry out their contractual duties, meet expected deadlines, or conduct clinical trials in
accordance with regulatory requirements or our stated protocols, we will not be able to obtain, or may be delayed in obtaining, marketing
approvals for any drug candidates we may develop and will not be able to, or may be delayed in our efforts to, successfully commercialize
our medicines. Our failure or the failure of these third parties to comply with applicable regulatory requirements or our stated protocols
could also subject us to enforcement action.

We contract with third parties for the manufacture of our drug candidates for preclinical development, clinical testing, and
expect to continue to do so for commercialization. This reliance on third parties increases the risk that we will not have
sufficient quantities of our drug candidates or products or such quantities at an acceptable cost, which could delay, prevent or
impair our development or commercialization efforts.

We do not currently own or operate any manufacturing facilities or personnel, although we are in the process of securing a facility to
establish production capabilities for preclinical animal studies and early human clinical trials. We rely, and could expect to continue to rely,
on third parties for the manufacture of many of our drug candidates for preclinical development and clinical testing, as well as for the
commercial manufacture of our products if any of our drug candidates receive marketing
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approval. This reliance on third parties increases the risk that we will not have sufficient quantities of our drug candidates or products or
such quantities at an acceptable cost or quality, which could delay, prevent or impair our development or commercialization efforts.

The facilities used by our contract manufacturers to manufacture our drug candidates must be inspected by the FDA pursuant to
pre-approval inspections that will be conducted after we submit our marketing applications to the FDA. We do not control the
manufacturing process of, and will be completely dependent on, our contract manufacturers for compliance with current good
manufacturing practice guidelines, or cGMP, in connection with the manufacture of our drug candidates in the near to intermediate term or
possibly long term. If our contract manufacturers cannot successfully manufacture material that conforms to our specifications and the
strict regulatory requirements of the FDA or others, they will not be able to pass regulatory inspections and/or maintain regulatory
compliance for their manufacturing facilities. In addition, we have no control over the ability of our contract manufacturers to maintain
adequate quality control, quality assurance and qualified personnel. If the FDA or a comparable foreign regulatory authority finds
deficiencies with or does not approve these facilities for the manufacture of our drug candidates or if it finds deficiencies or withdraws any
such approval in the future, we may need to find alternative manufacturing facilities, which would significantly impact our ability to develop,
obtain regulatory approval for or market our drug candidates, if approved. Further, our failure, or the failure of our third- party
manufacturers, to comply with applicable regulations could result in sanctions being imposed on us, including clinical holds, fines,
injunctions, civil penalties, delays, suspension or withdrawal of approvals, license revocation, seizures or recalls of drug candidates or
products, if approved, operating restrictions and criminal prosecutions, any of which could significantly and adversely affect our business
and supplies of our drug candidates. Our third-party manufacturers may be subject to third-party litigation which could disrupt our supply
chain, result in liability and harm our business, including the need to increase prices in connection with the commercialization of future
drug candidates.

We may be unable to establish any agreements with third-party manufacturers or to do so on acceptable terms. Even if we are able
to establish agreements with third-party manufacturers, reliance on third-party manufacturers entails additional risks, including:

« reliance on the third party for regulatory compliance and quality assurance;
 the possible breach of the manufacturing agreement by the third party;
 the possible misappropriation of our proprietary information, including our trade secrets and know-how; and

» the possible termination or nonrenewal of the agreement by the third party at a time that is costly or inconvenient for us.

Our drug candidates and any products that we may develop may compete with other drug candidates and approved products for
access to manufacturing facilities or capacity. There are a limited number of manufacturers that operate under cGMP regulations and that
might be capable of manufacturing for us.

Any performance failure on the part of our existing or future manufacturers could delay clinical development or marketing approval.
If our current contract manufacturers cannot perform as agreed, we may be required to replace such manufacturers. We may incur added
costs and delays in identifying and qualifying any such replacement.

Our current and anticipated future dependence upon others for the manufacture of our drug candidates or products may adversely
affect our future profit margins and our ability to commercialize any products that receive marketing approval on a timely and competitive
basis.
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We also expect to rely on other third parties to store and distribute drug supplies for our clinical trials. Any performance failure on
the part of our distributors could delay clinical development or marketing approval of any drug candidates we may develop or
commercialization of our medicines, producing additional losses and depriving us of potential product revenue.

The third parties upon whom we rely for certain equipment and the supply of the active pharmaceutical ingredients used in our
drug candidates are our only source of supply, and the loss of any of these suppliers could significantly harm our business.

Certain of our specialized equipment and the active pharmaceutical ingredients, or API, used in our drug candidates are supplied to
us from single-source suppliers. Our ability to successfully develop our drug candidates, and to ultimately supply our commercial products
in quantities sufficient to meet the market demand, depends in part on our ability to obtain equipment and the API for these products in
accordance with regulatory requirements and in sufficient quantities for clinical testing and commercialization. We do not currently have
arrangements in place for a redundant or second-source supply of any such equipment or APl in the event any of our current suppliers of
such equipment or API ceases their operations for any reason. We are also unable to predict how changing global economic conditions or
potential global health concerns such as the COVID-19 pandemic will affect our third-party suppliers and manufacturers. Any negative
impact of such matters on our third-party suppliers and manufacturers may also have an adverse impact on our results of operations or
financial condition.

For all of our drug candidates, we intend to identify and qualify additional vendors and manufacturers to provide such equipment or
API prior to submission of an NDA to the FDA and/or an MAA to the EMA. We are not certain, however, that our single-source suppliers
will be able to meet our demand for their products, either because of the nature of our agreements with those suppliers, our limited
experience with those suppliers or our relative importance as a customer to those suppliers. It may be difficult for us to assess their ability
to timely meet our demand in the future based on past performance. While our suppliers have generally met our demand for their products
on a timely basis in the past, they may subordinate our needs in the future to their other customers.

Establishing additional or replacement suppliers for certain equipment and the APl used in our drug candidates, if required, may not
be accomplished quickly. If we are able to find a replacement supplier, such replacement supplier would need to be qualified and may
require additional regulatory inspection or approval, which could result in further delay. While we seek to maintain adequate inventory of
the APl used in our drug candidates, any interruption or delay in the supply of components or materials, or our inability to obtain such API
from alternate sources at acceptable prices in a timely manner could impede, delay, limit or prevent our development efforts, which could
harm our business, results of operations, financial condition and prospects.

We may seek to establish additional collaborations for clinical development or commercialization of our drug candidates, and, if
we are not able to establish them on commercially reasonable terms, or at all, we may have to alter our development and
commercialization plans.

Our product development programs and the potential commercialization of our drug candidates will require substantial additional
cash to fund expenses. For some of our drug candidates, we may decide to collaborate with additional pharmaceutical and biotechnology
companies for the development and potential commercialization of those drug candidates. In the near term, the value of our company will
depend in part, on the number of and the quality of the collaborations that we create.

Potential collaborators may reject collaborations based upon their assessment of our financial, regulatory or intellectual property
position. Whether we reach a definitive agreement for a collaboration
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will depend, among other things, upon our assessment of the collaborator’s resources and expertise, the terms and conditions of the
proposed collaboration and the proposed collaborator’s evaluation of a number of factors. Those factors may include the design or results
of clinical trials, the likelihood of approval by the FDA or similar regulatory authorities outside the United States, the potential market for
the subject drug candidate, the costs and complexities of manufacturing and delivering such drug candidate to patients, the potential of
competing products, the existence of uncertainty with respect to our ownership of technology, which can exist if there is a challenge to
such ownership without regard to the merits of the challenge and industry and market conditions generally. The collaborator may also
consider alternative drug candidates or technologies for similar indications that may be available to collaborate on and whether such a
collaboration could be more attractive than the one with us for our drug candidate. The terms of any additional collaborations or other
arrangements that we may establish may not be favorable to us.

Collaborative relationships with third parties could cause us to expend significant resources and incur substantial business risk with
no assurance of financial return. Management of our relationships with collaborators will require:

 significant time and effort from our management team;

» coordination of our marketing and research and development programs with the marketing and research and development
priorities of our collaborators; and

« effective allocation of our resources to multiple projects.

If we are unable to establish or maintain such strategic collaborations on terms favorable to us in the future, our research and
development efforts and potential to generate revenue may be limited.

We may also be restricted under collaboration agreements from entering into future agreements on certain terms with potential
collaborators. Collaborations are complex and time-consuming to negotiate and document. In addition, the significant number of recent
business combinations among large pharmaceutical companies has resulted in a reduced number of potential future collaborators.

We may not be able to negotiate additional collaborations on a timely basis, on acceptable terms, or at all. If we are unable to do
so, we may have to curtail the development of the drug candidate for which we are seeking to collaborate, reduce or delay its development
program or one or more of our other development programs, delay its potential commercialization or reduce the scope of any sales or
marketing activities, or increase our expenditures and undertake development or commercialization activities at our own expense. If we
elect to increase our expenditures to fund development or commercialization activities on our own, we may need to obtain additional
capital, which may not be available to us on acceptable terms or at all. If we do not have sufficient funds, we may not be able to further
develop our drug candidates or bring them to market and generate product revenue. Even if we successfully establish new collaborations,
these relationships may never result in the successful development or commercialization of drug candidates or the generation of sales
revenue. The success of our collaboration arrangements will depend heavily on the efforts and activities of our collaborators. Collaborators
generally have significant discretion in determining the efforts and resources that they will apply to these collaborations. To the extent that
we enter into collaborative arrangements, the related product revenues are likely to be lower than if we directly marketed and sold
products. Such collaborators may also consider alternative drug candidates or technologies for similar indications that may be available to
collaborate on and whether such a collaboration could be more attractive than the one with us for any future drug candidate.
Disagreements between parties to a collaboration arrangement regarding clinical development or commercialization matters can lead to
delays in the development process or commercialization of the applicable drug candidate and, in some cases, the termination of the
collaboration arrangement. These disagreements can be difficult to resolve if neither
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of the parties has final decision-making authority. Collaborations with pharmaceutical or biotechnology companies or other third parties
often are terminated or allowed to expire by the other party. Any such termination or expiration would adversely affect us financially and
could harm our business reputation. If we were to become involved in arbitration or litigation with any of our collaborators it would
consume time and divert management resources away from operations, damage our reputation and impact our ability to enter into future
collaboration agreements and may result in substantial payments from us to our collaborators to settle any disputes.

Risks Related to Our Intellectual Property

If we are unable to adequately protect and enforce our intellectual property and proprietary technology or obtain and maintain
patent protection for our technology and products or if the scope of the patent protection obtained is not sufficiently broad, our
competitors could develop and commercialize technology and products similar or identical to ours, and our ability to
successfully commercialize our technology and products may be impaired.

Our commercial success will depend in part on our ability to obtain, maintain, protect and enforce our proprietary and intellectual
property rights in the United States and other countries for our drug candidates, and our core technologies, including our phenomic
platform, preclinical and clinical assets, composition of matter, methods of use and formulation patents and related know-how. We seek to
protect our proprietary and intellectual property position by, among other methods, filing patent applications in the United States and
abroad related to our proprietary technology, inventions and improvements that are important to the development and implementation of
our business. However, the patent process is expensive, time consuming and complex, and we may not be able to apply for patents on
certain aspects of our technology and products in a timely fashion, at a reasonable cost, in all jurisdictions or at all, and any potential
patent coverage we obtain may not be sufficient to prevent substantial competition. In addition, we also rely on trade secrets, know-how
and continuing technological innovation to develop and maintain our proprietary and intellectual property position. We do not own or in-
license any issued patents with respect to certain of our programs, including our REC-3599 product candidate, our lead molecules for the
treatment of C. difficile colitis (REC-163964, REC-164014, and REC-164067), our lead molecules for the treatment of neuroinflammation
(REC-648455, REC-648597, and REC-648677), our lead molecules for the treatment of Batten disease (REC-648190, REC-259618, and
REC-648647), or the lead molecules for the treatment of CMT2A (REC-64810, REC-648458, REC-1262, and REC-150357), REC-64151
for the treatment of STK11-mutant immune checkpoint resistance in non-small cell lung cancer and MYC inhibitory molecules for the
treatment of solid and hematological malignancies we can provide no assurance that any of our current or future patent applications will
result in issued patents or that any issued patents will provide us with any competitive advantage.

The patent position of biotechnology and pharmaceutical companies generally is highly uncertain, involves complex legal and
factual questions and has in recent years been the subject of much litigation.

The degree of patent protection we require to successfully commercialize our drug candidates may be unavailable or severely
limited in some cases and may not adequately protect our rights or permit us to gain or keep any competitive advantage. We cannot
provide any assurances that any of our pending patent applications will issue, or that any of our pending patent applications that mature
into issued patents will include claims with a scope sufficient to protect our drug candidates from competition. In addition, the laws of
foreign countries may not protect our rights to the same extent as the laws of the United States, and many companies have encountered
significant challenges in establishing and enforcing their proprietary rights outside of the United States. Furthermore, patents have a
limited lifespan. In the United States, the natural expiration of a patent is generally twenty years
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after its first effective non-provisional filing date. Various extensions may be available; however, the life of a patent, and the protection it
affords, is limited. Given the amount of time required for the development, testing and regulatory review of new drug candidates, patents
protecting such candidates might expire before or shortly after such candidates are commercialized. As a result, our owned patent
portfolio and any patent portfolio we may license in the future may not provide us with adequate and continuing patent protection sufficient
to exclude others from commercializing products similar or identical to our drug candidates, including generic versions of such products.

Other parties have developed technologies that may be related or competitive to our own, and such parties may have filed or may
file patent applications, or may have received or may receive patents, claiming inventions that may overlap or conflict with those claimed in
our own patent. Publications of discoveries in scientific literature often lag behind the actual discoveries, and patent applications in the
United States and other jurisdictions are typically not published until 18 months after filing, or in some cases not at all. Therefore, we
cannot know with certainty whether we or our licensors were the first to make the inventions claimed in our owned or licensed patents or
pending patent applications, or that we or our licensors were the first to file for patent protection of such inventions. As a result, the
issuance, scope, validity, enforceability and commercial value of our patent rights cannot be predicted with any certainty.

In addition, the patent prosecution process is expensive, time-consuming and complex, and we may not be able to file, prosecute,
maintain, enforce or license all necessary or desirable patent applications at a reasonable cost or in a timely manner. Further, with respect
to most of the pending patent applications covering our drug candidates, prosecution has yet to commence. Patent prosecution is a
lengthy process, during which the scope of the claims initially submitted for examination by the U.S. Patent and Trademark Office, or
USPTO, may be significantly narrowed by the time they issue, if at all. It is also possible that we will fail to identify patentable aspects of
our research and development output in time to obtain patent protection. Moreover, in some circumstances, we do not have the right to
control the preparation, filing and prosecution of patent applications, or to maintain the patents, covering technology that we license from
third parties. We may also require the cooperation of our licensors and collaborators to enforce any licensed patent rights, and such
cooperation may not be provided. Therefore, these patents and applications may not be prosecuted and enforced in a manner consistent
with the best interests of our business.

We currently own a number of U.S. provisional patent applications. U.S. provisional patent applications are not eligible to become
issued patents until, among other things, we file a non-provisional patent application within 12 months of filing one or more of our related
provisional patent applications. With regard to such U.S. provisional patent applications, if we do not timely file any non-provisional patent
applications, we may lose our priority dates with respect to our provisional patent applications and any patent protection on the inventions
disclosed in our provisional patent applications. Further, in the event that we do timely file hon-provisional patent applications relating to
our provisional patent applications, we cannot predict whether any such patent applications will result in the issuance of patents or if such
issued patents will provide us with any competitive advantage.

Even if we acquire patent protection that we expect should enable us to maintain such competitive advantage, third parties may
challenge the validity, enforceability or scope thereof, which may result in such patents being narrowed, invalidated or held unenforceable.
The issuance of a patent is not conclusive as to its inventorship, scope, validity or enforceability, and our owned and licensed patents may
be challenged in the courts or patent offices in the United States and abroad. For example, we may be subject to a third-party submission
of prior art to the USPTO challenging the priority of an invention claimed within one of our patents, which submissions may also be made
prior to a patent’s issuance, precluding the granting of any of our pending patent applications. Further, inadvertent or intentional public
disclosures of our inventions prior to the filing of a patent application
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have precluded, and in the future may preclude us from obtaining patent protection in certain jurisdictions. We may become involved in
opposition, derivation, reexamination, inter parties review, post-grant review or interference proceedings challenging our patent rights or
the patent rights of others from whom we have obtained licenses to such rights. Such proceedings could result in revocation of or
amendment to our patents in such a way that they no longer cover our technology or drug candidates.

Competitors may claim that they invented the inventions claimed in our issued patents or patent applications prior to us, or may file
patent applications before we do. Competitors may also claim that we are infringing on their patents and that we therefore cannot practice
our technology as claimed under our patents, if issued. Competitors may also contest our patents, if issued, by showing the patent
examiner that the invention was not original, was not novel or was obvious. In litigation, a competitor could claim that our patents, if
issued, are not valid for a number of reasons. If a court agrees, we would lose our rights to those challenged patents.

In addition, we may in the future be subject to claims by our former employees or consultants asserting an ownership right in our
patents or patent applications, as a result of the work they performed on our behalf. Although we generally require all of our employees,
consultants and advisors and any other third parties who have access to our proprietary know-how, information or technology to assign or
grant similar rights to their inventions to us, we cannot be certain that we have executed such agreements with all parties who may have
contributed to our intellectual property, nor can we be certain that our agreements with such parties will be upheld in the face of a potential
challenge, or that they will not be breached, for which we may not have an adequate remedy. A loss of exclusivity, in whole or in part,
could allow others to compete with us and harm our business.

An adverse determination in any such submission or proceeding may result in loss of exclusivity or freedom to operate or in patent
claims being narrowed, invalidated or held unenforceable, in whole or in part, which could limit our ability to stop others from using or
commercializing similar or identical technology and products, without payment to us, or could limit the duration of the patent protection
covering our technology and drug candidates. Such challenges may also result in our inability to manufacture or commercialize our drug
candidates without infringing third-party patent rights. In addition, if the breadth or strength of protection provided by our patents and
patent applications is threatened, it could dissuade companies from collaborating with us to license, develop or commercialize current or
future drug candidates.

Even if they are unchallenged, our owned patent portfolio and any patent portfolio we may license in the future may not provide us
with any meaningful protection or prevent competitors from designing around our patent claims to circumvent our owned or licensed
patents by developing similar or alternative technologies or products in a non-infringing manner. For example, a third party may develop a
competitive product that provides benefits similar to one or more of our drug candidates but that has a different composition that falls
outside the scope of our patent protection. If the patent protection provided by the patents and patent applications we hold or pursue with
respect to our drug candidates is not sufficiently broad to impede such competition, our ability to successfully commercialize our drug
candidates could be negatively affected, which would harm our business.

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

The USPTO and various foreign governmental patent agencies require compliance with a number of procedural, documentary, fee
payment and other similar provisions during the patent application and
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prosecution process. In addition, periodic maintenance fees, renewal fees, annuity fees and various other governmental fees on patents
and/or patent applications often must be paid to the USPTO and foreign patent agencies over the lifetime of the patent and/or patent
application. While an unintentional lapse can in many cases be cured by payment of a late fee or by other means in accordance with the
applicable rules, there are situations in which non-compliance can result in abandonment or lapse of the patent or patent application,
resulting in partial or complete loss of patent rights in the relevant jurisdiction. Non-compliance events that could result in abandonment or
lapse of a patent or patent application include, but are not limited to, failure to respond to official actions within prescribed time limits,
non-payment of fees and failure to properly legalize and submit formal documents. If we fail to maintain the patents and patent
applications covering our products or procedures, we may not be able to stop a competitor from marketing products that are the same as
or similar to our drug candidates, which would have a material adverse effect on our business.

If we are unable to protect the confidentiality of our trade secrets and know-how, our business and competitive position may be
harmed.

In addition to the protection afforded by patents, we rely upon unpatented trade secret protection, unpatented know-how and
continuing technological innovation to develop and maintain our competitive position. With respect to curating our data and our library of
small molecules generally, we consider trade secrets and know-how to be our primary intellectual property. We seek to protect our
proprietary technology and processes, in part, by entering into confidentiality agreements with our collaborators, scientific advisors,
employees and consultants, and invention assignment agreements with our consultants and employees. We may not be able to prevent
the unauthorized disclosure or use of information which we consider to be confidential, our technical know-how or other trade secrets by
the parties to these agreements, however, despite the existence generally of confidentiality agreements and other contractual restrictions.
Monitoring unauthorized uses and disclosures is difficult, and we do not know whether the steps we have taken to protect our proprietary
technologies will be effective. If any of the collaborators, scientific advisors, employees and consultants who are parties to these
agreements breaches or violates the terms of any of these agreements, we may not have adequate remedies for any such breach or
violation, and we could lose our trade secrets as a result. For example, if one of our employees publicly discloses information that we
believe to be confidential or a trade secret we may be unable to protect it in the future. Even where remedies are available, enforcing a
claim that a party illegally disclosed or misappropriated our trade secrets, like patent litigation, is expensive and time consuming, and the
outcome is unpredictable. In addition, courts outside the United States are sometimes less willing to protect trade secrets.

Our trade secrets could otherwise become known or be independently discovered by our competitors. Competitors could purchase
our drug candidates and attempt to replicate some or all of the competitive advantages we derive from our development efforts, willfully
infringe our intellectual property rights, design around our protected technology or develop their own competitive technologies that fall
outside of our intellectual property rights. If any of our trade secrets were to be lawfully obtained or independently developed by a
competitor or other third party, we would have no right to prevent them, or those to whom they communicate it, from using that technology
or information to compete with us.

Third parties may initiate legal proceedings alleging that we are infringing, misappropriating or otherwise violating their
intellectual property or proprietary rights, the outcome of which would be uncertain and could have a material adverse effect on
the success of our business.

Our commercial success depends upon our ability and the ability of our collaborators to develop, manufacture, market and sell our
drug candidates and use our proprietary technologies without infringing, misappropriating or otherwise violating the intellectual property or
proprietary rights of third
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parties. The biotechnology and pharmaceutical industries are characterized by extensive and frequent litigation regarding patents and
other intellectual property rights. For example, we sublicense CRISPR-Cas9 gene editing technology from a licensed vendor, which
provides critical tools upon which portions of our drug discovery process relies, but there are ongoing disputes between third parties,
which we are not party to, regarding the ownership of and licensing rights related to such technology. CRISPR-Cas9 gene editing is a field
that is highly active for patent filings. In November 2018, it was reported that 211 patent families and 1835 patent family members
worldwide referenced CRISPR or Cas in the title, abstracts or claims. The extensive patent filings related to CRISPR and Cas make it
difficult for us to assess the full extent of relevant patents and pending applications that may cover CRISPR-Cas9. There may be third-
party patents or pending patent applications with claims that may issue in the future, covering our use of CRISPR-Cas9. We may need
access to such patents in order to continue using CRISPR-Cas9, however we cannot be certain that such patents will be available for
license on commercially reasonable terms. We may in the future become party to, or threatened with, adversarial proceedings or litigation
regarding intellectual property rights with respect to our drug candidates and technology, including interference proceedings before the
USPTO. Our competitors or other third parties may assert infringement claims against us, alleging that our products or technologies are
covered by their patents. Given the vast and continually-increasing number of patents in our field of technology, we cannot be certain that
we do not infringe existing patents or that we will not infringe patents that may be granted in the future. Many companies have filed, and
continue to file, patent applications related to artificial intelligence and deep learning, technology-aided drug discovery, CRISPR, high-
throughput screening, and combinations of any or all of these fields. Some of these patent applications have already been allowed or
issued, and others may issue in the future. Since these areas are competitive and of strong interest to pharmaceutical and biotechnology
companies, there will likely be additional patent applications filed and additional patents granted in the future, as well as additional
research and development programs expected in the future. If a patent holder believes our product or drug candidate infringes on its
patent, the patent holder may sue us even if we have received patent protection for our technology. Moreover, we may face patent
infringement claims from non-practicing entities that have no relevant product revenue and against whom our owned patent portfolio and
any patent portfolio we may license in the future may thus have no deterrent effect. If any such claim or proceeding is brought against us,
our collaborators or our third-party service providers, our development, manufacturing, marketing, sales and other commercialization
activities could be similarly adversely affected. Even if we believe third-party intellectual property claims are without merit, there is no
assurance that a court would find in our favor on questions of infringement, validity, enforceability, or priority. A court of competent
jurisdiction could hold that third-party patents asserted against us are valid, enforceable, and infringed, which could materially and
adversely affect our ability to develop, manufacture, market, sell and commercialize any of our drug candidates or technology. In order to
successfully challenge the validity of any such U.S. patent in federal court, we would need to overcome a presumption of validity. As this
burden is a high one requiring us to present clear and convincing evidence as to the invalidity of any such U.S. patent claim, there is no
assurance that a court of competent jurisdiction would invalidate the claims of any such U.S. patent.

If we are found to infringe a third party’s patent or other intellectual property rights, we could be required to obtain a license from
such third party to continue developing and marketing our drug candidates and technology. We may choose to obtain a license, even in
the absence of an action or finding of infringement. In either case, we may not be able to obtain any required license on commercially
reasonable terms or at all. Even if we were able to obtain such a license, it could be granted on non-exclusive terms, thereby providing our
competitors and other third parties access to the same technologies licensed to us, and it could require us to make substantial licensing,
royalty and other payments. Without such a license, we could be forced, including by court order, to cease developing and
commercializing the infringing technology or drug candidates. In addition, we could be found liable for monetary damages, including treble
damages and attorneys’ fees if we are found to have willfully infringed such third-party patent or other intellectual property rights. A finding
of
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infringement could prevent us from commercializing our drug candidates or force us to cease some of our business operations, which
could materially harm our business. If we lose a foreign patent lawsuit, alleging our infringement of a competitor’s patents, we could be
prevented from marketing our products in one or more foreign countries, which would have a materially adverse effect on our business.

We may be subject to damages resulting from claims that we or our employees have wrongfully used or disclosed alleged trade
secrets of our competitors or are in breach of non-competition or non-solicitation agreements with our competitors or claims
asserting ownership of what we regard as our own intellectual property.

We could in the future be subject to claims that we or our employees have inadvertently or otherwise used or disclosed alleged
trade secrets or other proprietary information of former employers or competitors. Although we try to ensure that our employees and
consultants do not use the intellectual property, proprietary information, know-how or trade secrets of others in their work for us, we may in
the future be subject to claims that we caused an employee to breach the terms of his or her non-competition or non-solicitation
agreement, or that we or these individuals have, inadvertently or otherwise, used or disclosed the alleged trade secrets or other
proprietary information of a former employer or competitor. Litigation may be necessary to defend against these claims. Even if we are
successful in defending against these claims, litigation could result in substantial costs and could be a distraction to management. If our
defenses to these claims fail, in addition to requiring us to pay monetary damages, a court could prohibit us from using technologies or
features that are essential to our drug candidates, if such technologies or features are found to incorporate or be derived from the trade
secrets or other proprietary information of the former employers. An inability to incorporate such technologies or features would have a
material adverse effect on our business, and may prevent us from successfully commercializing our drug candidates. In addition, we may
lose valuable intellectual property rights or personnel as a result of such claims. Moreover, any such litigation or the threat thereof may
adversely affect our ability to hire employees or contract with independent sales representatives. A loss of key personnel or their work
product could hamper or prevent our ability to commercialize our drug candidates, which would have an adverse effect on our business,
results of operations and financial condition.

In addition, while it is our policy to require our employees and contractors who may be involved in the conception or development of
intellectual property to execute agreements assigning such intellectual property to us, we may be unsuccessful in executing such an
agreement with each party who, in fact, conceives or develops intellectual property that we regard as our own. The assignment of
intellectual property rights may not be self-executing, or the assignment agreements may be breached, and we may be forced to bring
claims against third parties, or defend claims that they may bring against us, to determine the ownership of what we regard as our
intellectual property. Such claims could have an adverse effect on our business, results of operations and financial condition.

We may become involved in lawsuits to protect or enforce our patents and other intellectual property rights, which could be
expensive, time consuming and unsuccessful.

Competitors and other third parties may infringe, misappropriate or otherwise violate our patents and other intellectual property
rights. To counter infringement or unauthorized use, we may be required to file infringement claims. A court may disagree with our
allegations, however, and may refuse to stop the other party from using the technology at issue on the grounds that our patents do not
cover it. Further, such third parties could counterclaim that we infringe their intellectual property or that a patent we have asserted against
them is invalid or unenforceable. In patent litigation in the United States, defendant counterclaims and inter partes reviews challenging the
validity, enforceability or scope of asserted patents are commonplace. In addition, third parties may initiate legal proceedings against us to
assert such challenges to our intellectual property rights. The outcome of any such proceeding is
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generally unpredictable. Grounds for a validity challenge could be an alleged failure to meet any of several statutory requirements,
including lack of novelty, obviousness or non-enablement. Patents may be unenforceable if someone connected with prosecution of the
patent withheld relevant information from the USPTO or made a misleading statement during prosecution. It is possible that prior art of
which we and the patent examiner were unaware during prosecution exists, which could render any patents that may issue invalid.
Moreover, it is also possible that prior art may exist that we are aware of but do not believe is relevant to our future patents, should they
issue, but that could nevertheless be determined to render our patents invalid.

An adverse result in any litigation proceeding could put one or more of our patents at risk of being invalidated or interpreted
narrowly. If a defendant were to prevail on a legal assertion of invalidity or unenforceability of our patents covering one of our drug
candidates, we would lose at least part, and perhaps all, of the patent protection covering such drug candidate or technology. Competing
products may also be sold in other countries in which our patent coverage might not exist or be as strong.

Intellectual property litigation could cause us to spend substantial resources and distract our personnel from their normal
responsibilities.

Litigation or other legal proceedings relating to intellectual property claims, with or without merit, is unpredictable and generally
expensive and time consuming and is likely to divert significant resources from our core business, including distracting our technical and
management personnel from their normal responsibilities. Furthermore, because of the substantial amount of discovery required in
connection with intellectual property litigation, there is a risk that some of our confidential information could be compromised by disclosure
during this type of litigation. In addition, there could be public announcements of the results of hearings, motions or other interim
proceedings or developments and if securities analysts or investors perceive these results to be negative, it could have a substantial
adverse effect on the price of our Class A common stock. Such litigation or proceedings could substantially increase our operating losses
and reduce the resources available for development activities or any future sales, marketing or distribution activities.

We may not have sufficient financial or other resources to adequately conduct such litigation or proceedings. Some of our
competitors may be able to sustain the costs of such litigation or proceedings more effectively than we can because of their greater
financial resources and more mature and developed intellectual property portfolios. Accordingly, despite our efforts, we may not be able to
prevent third parties from infringing upon or misappropriating or from successfully challenging our intellectual property rights. Uncertainties
resulting from the initiation and continuation of patent litigation or other proceedings could have a material adverse effect on our ability to
compete in the marketplace.

We may not be able to effectively prosecute and enforce our intellectual property rights throughout the world.

Filing, prosecuting and defending patents on our drug candidates in all countries throughout the world would be prohibitively
expensive. The requirements for patentability may differ in certain countries, particularly in developing countries. Moreover, our ability to
protect and enforce our intellectual property rights may be adversely affected by unforeseen changes in foreign intellectual property laws.
Patent protection must ultimately be sought on a country-by-country basis, which is an expensive and time-consuming process with
uncertain outcomes. Accordingly, we may choose not to seek patent protection in certain countries, and we will not have the benefit of
patent protection in such countries. Additionally, the patent laws of some foreign countries, including some jurisdictions of significant
commercial interest, do not afford intellectual property protection to the same extent as the laws of the United States, particularly with
regard to software technologies and methods of treatment
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involving existing drugs. Many companies have encountered significant problems in protecting and defending intellectual property rights in
certain foreign jurisdictions. The legal systems of some countries, particularly developing countries, do not favor the enforcement of
patents and other intellectual property rights. This could make it difficult for us to stop the infringement of our patents, if obtained, or the
misappropriation of our other intellectual property rights. For example, many foreign countries have compulsory licensing laws under which
a patent owner must grant licenses to third parties and/or which limit the enforceability of patents against third parties, including
government agencies or government contractors. Consequently, we may not be able to prevent third parties from practicing our inventions
in all countries outside the United States and, in those foreign countries, patents may provide limited or no benefit. In addition, we and our
licensors may have limited remedies in those foreign countries if patents are infringed or if we or our licensors are compelled to grant a
license to a third party, which could materially diminish the value of those patents and could limit our potential revenue opportunities.

Competitors may use our technologies in jurisdictions where we have not obtained patent protection to develop their own products
and, further, may export otherwise infringing products to territories where we have patent protection, if our ability to enforce our patents to
stop infringing activities is inadequate. These products may compete with our drug candidates, and our patents or other intellectual
property rights may not be effective or sufficient to prevent them from competing. Proceedings to enforce our patent rights in foreign
jurisdictions, whether or not successful, could result in substantial costs and divert our efforts and resources from other aspects of our
business. Furthermore, while we intend to protect our intellectual property rights in the major markets for our drug candidates, we cannot
ensure that we will be able to initiate or maintain similar efforts, or obtain similar patent scope, in all jurisdictions in which we may wish to
market our drug candidates. Accordingly, our efforts to protect our intellectual property rights in such countries may be inadequate to
obtain a significant commercial advantage from the intellectual property that we own or license.

If we do not obtain patent term extension and data exclusivity for any drug candidates we may develop, our business may be
materially harmed.

Depending upon the timing, duration and specifics of any FDA marketing approval of any drug candidates we may develop, one or
more of our U.S. patents may be eligible for limited patent term extension under the Drug Price Competition and Patent Term Restoration
Action of 1984, or Hatch-Waxman Amendments. The Hatch-Waxman Amendments permit a patent extension term of up to five years as
compensation for patent term lost during the FDA regulatory review process. A patent term extension cannot extend the remaining term of
a patent beyond a total of 14 years from the date of product approval; only one patent may be extended and only those claims covering
the approved drug, a method for using it or a method for manufacturing it may be extended. However, we may not be granted an
extension because of, for example, failing to exercise due diligence during the testing phase or regulatory review process, failing to apply
within applicable deadlines, failing to apply prior to expiration of relevant patents or otherwise failing to satisfy applicable requirements.
Moreover, the applicable time period or the scope of patent protection afforded could be less than we request. If we are unable to obtain
patent term extension or term of any such extension is less than we request, our competitors may obtain approval of competing products
following our patent expiration, and our business, financial condition, results of operations and prospects could be materially harmed.

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

A third party may hold intellectual property, including patent rights, that are important or necessary to the development of our
products. It may be necessary for us to use the patented or proprietary technology of third parties to commercialize our products, in which
case we would be

64



Table of Contents

required to obtain a license from these third parties on commercially reasonable terms, or our business could be harmed, possibly
materially. For example, when we explore repurposing molecules owned by our collaboration partners or other third parties, we in-license
the rights to use those molecules for our use. If we were not able to obtain a license, or were not able to obtain a license on commercially
reasonable terms or with sufficient breadth to cover the intended use of third-party intellectual property, our business could be materially
harmed or we may become involved in disputes.

If we fail to comply with our obligations in the agreements under which we collaborate with or license intellectual property rights
from third parties, or otherwise experience disruptions to our business relationships with our collaborators or licensors, we
could lose rights that are important to our business.

We license certain intellectual property that is important to our business, and in the future we may enter into additional agreements
that provide us with licenses to valuable intellectual property or technology. We expect our future license agreements will impose various
development, diligence, commercialization, and other obligations on us in order to maintain the licenses. In spite of our efforts, a future
licensor might conclude that we have materially breached our obligations under such license agreements and seek to terminate the
license agreements, thereby removing or limiting our ability to develop and commercialize products and technology covered by these
license agreements. If these in-licenses are terminated, or if the underlying patent rights licensed thereunder fail to provide the intended
exclusivity, competitors or other third parties would have the freedom to seek regulatory approval of, and to market, products identical to
ours and we may be required to cease our development and commercialization of certain of our drug candidates. Any of the foregoing
could have a material adverse effect on our competitive position, business, financial conditions, results of operations, and prospects.

Moreover, disputes may arise regarding intellectual property subject to a licensing agreement, including:

 the scope of rights granted under the license agreement and other interpretation-related issues;

» the extent to which our technology and processes infringe on intellectual property of the licensor that is not subject to the
licensing agreement;

 the sublicensing of patent and other rights under our collaborative development relationships;
« our diligence obligations under the license agreement and what activities satisfy those diligence obligations;

 the inventorship and ownership of inventions and know-how resulting from the joint creation or use of intellectual property by our
licensors and us and our partners; and

« the priority of invention of patented technology.

The agreements under which we may license intellectual property or technology from third parties may be complex, and certain
provisions in such agreements may be susceptible to multiple interpretations. The resolution of any contract interpretation disagreement
that may arise could narrow what we believe to be the scope of our rights to the relevant intellectual property or technology, or increase
what we believe to be our financial or other obligations under the relevant agreement, either of which could have a material adverse effect
on our business, financial condition, results of operations, and prospects. Moreover, if disputes over intellectual property that we have
licensed prevent or impair our ability to maintain our licensing arrangements on commercially acceptable terms, we may be unable to
successfully develop and commercialize the affected drug candidates, which could have a material adverse effect on our business,
financial conditions, results of operations, and prospects.
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These and similar issues may arise with respect to our collaboration agreements, such as the Bayer Agreement. Our collaboration
with Bayer is one of our key collaborations, and there can be no assurance that this collaboration will continue past the current term, on
favorable terms or at all, or that at any time while the collaboration is in effect the parties will operate under the agreement without
disputes. Possible disputes may involve ownership or control of intellectual property rights, negotiations of licensing agreements resulting
from the collaboration, exclusivity obligations, diligence and payment obligations, for example.

Some of our intellectual property has been discovered through government funded programs and thus may be subject to federal
regulations such as “march-in” rights, certain reporting requirements and a preference for U.S.-based companies, and
compliance with such regulations may limit our exclusive rights and our ability to contract with non-U.S. manufacturers.

Our intellectual property rights may be subject to a reservation of rights by one or more third parties. For example, certain
intellectual property rights that we have licensed have been generated through the use of U.S. government funding and are therefore
subject to certain federal regulations. As a result, the U.S. government may have certain rights to intellectual property embodied in our
current or future processes and related products and services pursuant to the Bayh-Dole Act of 1980, or the Bayh-Dole Act. These U.S.
government rights include a non-exclusive, non-transferable, irrevocable worldwide license to use inventions for any governmental
purpose. In addition, the U.S. government has the right, under certain limited circumstances, to require the licensor to grant exclusive,
partially exclusive or non-exclusive licenses to any of these inventions to a third party if it determines that (1) adequate steps have not
been taken to commercialize the invention and achieve practical application of the government-funded technology, (2) government action
is necessary to meet public health or safety needs, (3) government action is necessary to meet requirements for public use under federal
regulations or (4) we fail to meet requirements of federal regulations (also referred to as “march-in rights”). The U.S. government also has
the right