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Item 4.02. Non-Reliance on Previously Issued Financial Statements or a Related Audit Report or Completed Interim Review

On February 23, 2023, Company management and the Audit Committee of the Board of Directors of the Company (the “Audit Committee”), after
consultation with Ernst & Young LLP, the Company’s independent registered public accounting firm, determined that the Company’s financial
statements and related earnings press releases for the years ended December 31, 2018, 2019, 2020 and 2021, and each of the previously reported
quarters from 2018 through 2022 (the “Restated Periods”), should no longer be relied upon. Accordingly, the Company plans to file an amendment to
the Form 10-K for the year ended December 31, 2021 to restate the periods therein and restate the previously reported quarters for 2021 and 2022 in the
Form 10-K for the year ended December 31, 2022. The Company’s decision to restate its financial statements for the Restated Periods follows a
re-evaluation by Company management of its methodology in applying ASC Topic 606, Revenue from Contracts with Customers (“ASC 606”), to
certain research collaboration agreements.

The restatement impacts the timing of certain revenue recognition and does not impact the total revenue that will be recognized for each
collaboration agreement. The restatement has no impact on the Company’s current cash position or cash flows, or on the Company’s progress in any of
its ongoing research and development collaborations.

In connection with preparing its financial statements for the year ending December 31, 2022 and through its financial control processes of
evaluating new contracts with collaborators that were entered into by the Company in the fourth quarter of 2022, the Company re-evaluated its
application of ASC 606 for its prior research agreements. The restatement is expected to affect the accounting for the Company’s agreements with
Bristol-Myers Squibb Company, Astellas Pharma Inc., and certain agreements with AbbVie Ireland Unlimited Company, and Amgen, Inc. As outlined in
its prior SEC filings, the Company has historically recognized the revenue for certain arrangements ratably over the estimated research period which
Company management deemed to be reflective of the Company’s obligation to make the Probody therapeutic platform continuously available to the
collaborator through research activities over such period. The Company recognized certain revenue according to this policy upon adoption of ASC 606
on January 1, 2018, based on its judgement in applying the guidance outlined in ASC 606. Upon reassessment, the Company has determined that certain
revenue should be recognized over time using an input method as an appropriate measure of progress, rather than ratably over the estimated research
period.

The preliminary evaluation provided above is subject to the completion of the Company’s restatement analysis and financial close and reporting
process, as well as the financial statement audits and reviews for the Restated Periods. While the Company believes that the foregoing description fairly
represents the expected impact of the restatement on the Company’s prior results of operations, further adjustments may arise, and the restated financial
statements for the Restated Periods will reflect any such additional adjustments.

As a result of the information described above, the Company’s management has concluded that the Company’s disclosure controls and procedures
were not effective at the reasonable assurance level and the Company’s internal control over financial reporting was not effective as of the end of each of
the periods covered by the restatement. In connection with the restatement, the Company has identified a material weakness in internal control over
financial reporting related to its application of ASC 606 for license and collaboration agreements.

The Company currently plans to complete the restatement analysis, present restated financials for impacted periods in an amendment to the 2021
Form 10-K and file its 2022 Annual Report on Form 10-K, including a restatement of the 2021 and 2022 quarterly periods as soon as reasonably
practical.    

The Audit Committee has discussed the matters described in this Form 8-K with its independent registered accounting firm, Ernst & Young LLP.
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