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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains forward-looking statements. All statements other than statements of historical facts contained in this
Quarterly Report on Form 10-Q, including statements regarding our future results of operations and financial position, business strategy, product
candidates, planned preclinical studies and clinical trials and results thereof, research and development costs, planned regulatory submissions, regulatory
approvals, timing and likelihood of success, as well as plans and objectives of management for future operations, are forward-looking statements. These
statements involve known and unknown risks, uncertainties and other important factors that are in some cases beyond our control and may cause our actual
results, performance or achievements to be materially different from any future results, performance or achievements expressed or implied by the forward-
looking statements.

99 < 29 < 99 < 99 <

In some cases, you can identify forward-looking statements by terms such as “anticipate,” “believe,” “continue” “could,” “estimate,” “expect,” “intend,”
“may,” “plan,” “potential,” “predict,” “project,” “should,” “target,” “will,” or “would” or the negative of these terms or other similar expressions. Forward-
looking statements contained in this Quarterly Report on Form 10-Q include, but are not limited to, statements about:

99 ¢, 99 ¢ 99 ¢,

* the success, cost and timing of our development activities, non-clinical studies and clinical trials;
*  the timing and outcome of our current and future clinical trials, and the reporting of data from those trials;
* the therapeutic potential of pacibekitug (also referred to as TOUR006) and future product candidates;

» the ability to obtain funding for our operations, including funding necessary to develop and commercialize our current and future product candidates,
subject to regulatory approvals;

*  our ability to extend our operating capital;

» the potential of our technologies and our ability to execute on our corporate strategy;

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

*  our reliance on third parties to manufacture and conduct preclinical studies and clinical trials of our current and future product candidates;
* the success of competing therapies that are or may become available;

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

*  existing regulations and regulatory developments in the United States (the “U.S.”) and other jurisdictions;

* the strength and breadth of our patent portfolio;

*  our ability to obtain and adequately protect intellectual property rights for our product candidates;

*  potential claims relating to our intellectual property;

* our financial performance;

*  our ability to develop and maintain our corporate infrastructure, including our ability to design and maintain an effective system of internal controls;
*  our ability to remediate the existing material weaknesses in our internal control over financial reporting;

*  our ability to attract and retain key scientific, medical, commercial and management personnel;

*  our ability to continue to satisfy the listing requirements of The Nasdaq Stock Market and have our stock continue to trade thereon; and
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* the effects of macroeconomic and geopolitical conditions and unforeseeable events, such as the war in Ukraine and hostilities in the Middle East,
potential bank failures and global health crises like the COVID-19 pandemic.

We have based these forward-looking statements largely on our current expectations and projections about our business, the industry in which we operate
and financial trends that we believe may affect our business, financial condition, results of operations and prospects and these forward-looking statements
are not guarantees of future performance or development. These forward-looking statements speak only as of the date of this Quarterly Report on Form 10-
Q and are subject to a number of risks, uncertainties and assumptions described in the section titled “Risk Factors” and elsewhere in this Quarterly Report
on Form 10-Q. Because forward-looking statements are inherently subject to risks and uncertainties, some of which cannot be predicted or quantified, you
should not rely on these forward-looking statements as predictions of future events. The events and circumstances reflected in our forward-looking
statements may not be achieved or occur and actual results could differ materially from those projected in such statements. Except as required by applicable
law, we do not plan to publicly update or revise any forward-looking statements contained herein after we distribute this Quarterly Report on Form 10-Q,
whether as a result of any new information, future events or otherwise.

In addition, “we believe” and similar statements reflect our beliefs and opinions on the relevant subject. These statements are based upon information
available to us as of the date of this Quarterly Report on Form 10-Q, and while we believe such information forms a reasonable basis for such statements,
such information may be limited or incomplete, and our statements should not be read to indicate that we have conducted an exhaustive inquiry into, or
review of, all potentially available relevant information. These statements are inherently uncertain, and you are cautioned not to unduly rely upon them.
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PART 1. FINANCIAL INFORMATION
Item 1. Financial Statements
Tourmaline Bio, Inc.

Condensed Consolidated Balance Sheets (unaudited)
(amounts in thousands, except share and par value mounts)

June 30, December 31,
2024 2023
Assets
Current assets
Cash and cash equivalents 70,148 $ 140,726
Short-term investments 219,385 62,225
Prepaid expenses and other current assets 8,594 5,923
Total current assets 298,127 208,874
Property and equipment, net 65 85
Long-term investments 44,878 —
Restricted cash 227 227
Operating lease right-of-use asset 290 362
Other non-current assets 1,204 747
Total assets 344791  $ 210,295
Liabilities and stockholders’ equity
Current liabilities
Accounts payable 2,387 $ 1,071
Accrued expenses and other current liabilities 3,750 3,710
Operating lease liability, current portion 224 221
Total current liabilities 6,361 5,002
Operating lease liability, net of current portion 109 194
Other liabilities 39 57
Total liabilities 6,509 5,253
Commitments and Contingencies (Note 11)
Stockholders’ equity
Undesignated preferred stock, $0.0001 par value — 10,000,000 shares authorized as of June 30, 2024 and
December 31, 2023, no shares issued or outstanding as of June 30, 2024 or December 31, 2023 — —
Common stock, $0.0001 par value — 140,000,000 voting shares authorized as of June 30, 2024 and
December 31, 2023, 25,647,755 and 20,337,571 voting shares issued and outstanding as of June 30, 2024
and December 31, 2023, respectively; 10,000,000 non-voting shares authorized as of June 30, 2024 and
December 31, 2023, no non-voting shares issued or outstanding as of June 30, 2024 or December 31, 2023 3 2
Additional paid-in capital 431,580 267,024
Accumulated other comprehensive (loss) income (452) 67
Accumulated deficit (92,849) (62,051)
Total stockholders’ equity 338,282 205,042
Total liabilities and stockholders’ equity 344,791 § 210,295

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Tourmaline Bio, Inc.
Condensed Consolidated Statements of Operations and Comprehensive Loss (unaudited)
(amounts in thousands, except per share amounts)

Three Months Ended Six Months Ended
June 30, June 30,
2024 2023 2024 2023

Operating expenses:

Research and development $ 15,734  $ 14,454 § 27,110  $ 20,591

General and administrative 6,237 1,920 12,378 3,285

Total operating expenses 21,971 16,374 39,488 23,876
Loss from operations (21,971) (16,374) (39,488) (23,876)
Other income, net 4,484 245 8,690 245
Net loss $ (17,487) $ (16,129) $ (30,798) $ (23,631)
Net loss per share, basic and diluted $ 0.68) $ (16.29) $ (1.24) $ (24.93)
Weighted-average common shares outstanding, basic and diluted 25,724 990 24,908 948
Comprehensive loss:
Net loss $ (17,487) $ (16,129) $ (30,798) $ (23,631)
Other comprehensive loss:
Unrealized loss on investments (199) — (519) —

Comprehensive loss $ (17,686) $ (16,129) $ (31,317) § (23,631)

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Tourmaline Bio, Inc.
Condensed Consolidated Statements of Convertible Preferred Stock and Stockholders’ (Deficit) Equity (unaudited)
(amounts in thousands, except share amounts)

Series A Convertible Acc;l;gl“el:lted Total
Preferred Stock Common Stock Additional . s
Paid-In Comprehensive Accumulated Stockholders
Shares Amount Shares* Amount Capital Income Deficit Deficit
Balance at December 31, 2022 27,125,000 $ 27,125 867,499 $ — 195 § — 3 (19,927) $ (19,732)
Stock-based compensation expense — — — — 393 — — 393
Net loss — — — — — — (7,502) (7,502)
Balance at March 31, 2023 27,125,000 27,125 867,499 — 588 — (27,429) (26,841)
Issuance of Series A convertible preferred stock, net
of issuance costs 92,200,000 91,823 — — — — — —
Issuance of Series A convertible preferred stock
pursuant to anti-dilution provision of the Pfizer
License Agreement 8,823,529 8,824 — — — — — —
Stock-based compensation expense — — — — 416 — — 416
Issuance of common stock from exercise of stock
options, including early exercises — — 695,142 — 7 — — 7
Vesting of early exercised stock options — — — — 18 — — 18
Net loss — — — — — — (16,129) (16,129)
Balance at June 30, 2023 128,148,529 $ 127,772 1,562,641 $ — 3 1,029 $ — 3 (43,558) $ (42,529)
Series A Convertible Accz)r;luel:n ted Total
Additional
Preferred Stock Common Stock Paildl-(}lllla Comprehensive A ceumulated Stockholders’
Shares Amount Shares Amount Capital Income (Loss) Deficit Equity
Balance at December 31, 2023 — 8 — 20,337,571 $ 2 $ 267,024 § 67 $ (62,051) $ 205,042
Issuance of common stock from public offering, net
of issuance costs — — 5,307,691 1 161,352 — — 161,353
Stock-based compensation expense — — — — 1,388 — — 1,388
Vesting of early exercised stock options — — — — 7 — — 7
Issuance of common stock upon vesting of
restricted stock units — — 1,247 — — — — —
Unrealized loss on investments — — — — — (320) — (320)
Net loss — — — — — — (13,311) (13,311)
Balance at March 31, 2024 — — 25,646,509 3 429,771 (253) (75,362) 354,159
Stock-based compensation expense — — — — 1,789 — — 1,789
Vesting of early exercised stock options — — — — 20 — — 20
Issuance of common stock upon vesting of
restricted stock units . . 1,246 — _ _ _ _
Unrealized loss on investments — — — — — (199) — (199)
Net loss — — — — — — (17,487) (17,487)
Balance at June 30, 2024 — 8 — 25,647,755 $ 3 S 431,580 $ 452) $ (92,849) $ 338,282

* Amounts have been restated for the impact of the reverse merger outlined further within Notes 1 and 3.

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Tourmaline Bio, Inc.
Condensed Consolidated Statements of Cash Flows (unaudited)
(amounts in thousands)

Six Months Ended
June 30,
2024 2023

Operating activities:
Net loss $ (30,798) $ (23,631)
Adjustments to reconcile net loss to net cash used in operating activities:

In-process research and development expense — 8,824
Stock-based compensation expense 3,177 809
Non-cash lease expense 72 61
Depreciation on property and equipment 20 13
Accretion of discount on investments (3,471) —
Realized gain on investments (87) —
Other non-cash items — 15

Changes in operating assets and liabilities:

Prepaid expenses and other current assets (2,669) (1,400)
Other non-current assets (457) —
Accounts payable 1,316 802
Accrued expenses and other current liabilities 49 1,175
Operating lease liabilities (82) —
Net cash used in operating activities (32,930) (13,332)
Investing activities:
Purchases of property and equipment — (37)
Purchases of investments (258,400) —
Maturities of investments 59,400 —
Net cash used in investing activities (199,000) 37)
Financing activities:
Proceeds from issuance of Series A convertible preferred stock — 92,057
Proceeds from exercise of stock options — 144
Proceeds from public offering of common stock, net of issuance costs 161,352 —
Net cash provided by financing activities 161,352 92,201
Net (decrease) increase in cash, cash equivalents and restricted cash (70,578) 78,832
Cash, cash equivalents and restricted cash—Beginning of period 140,953 8,474
Cash, cash equivalents and restricted cash—End of period $ 70,375 $ 87,306
Reconciliation of cash, cash equivalents and restricted cash:
Cash and cash equivalents $ 70,148 $ 87,090
Restricted cash 227 216
Total cash, cash equivalents and restricted cash $ 70,375 $ 87,306
Non-cash investing and financing activities:
Issuance of Series A convertible preferred stock pursuant to Pfizer License Agreement $ — 3 8,824
Purchases of property and equipment included in accounts payable and accrued expenses $ — 7
Unpaid deferred offering costs included in accrued expenses $ — 3 2,324
Unpaid Series A issuance costs included in accounts payable and accrued expenses $ — 3 234

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Tourmaline Bio, Inc.
Notes to Condensed Consolidated Financial Statements
(unaudited)

1. Nature of Business
Overview

Tourmaline Bio, Inc. (the “Company”) is a late-stage clinical biotechnology company focused on developing transformative medicines that dramatically
improve the lives of patients with life-altering immune and inflammatory diseases. The Company is developing pacibekitug (also referred to as TOURO006),
a fully human monoclonal antibody that selectively binds to interleukin-6, a key proinflammatory cytokine involved in the pathogenesis of many
autoimmune and inflammatory disorders. The Company’s corporate headquarters are in New York, New York.

The Company is subject to risks common to companies in the biotechnology industry including, but not limited to, new technological innovations,
protection of proprietary technology, dependence on key personnel, compliance with government regulations and the need to obtain additional financing.
Product candidates currently under development will require significant additional research and development efforts, including extensive clinical testing
and regulatory approval, prior to commercialization. These efforts will require significant amounts of additional capital, adequate personnel infrastructure
and extensive compliance-reporting capabilities. Even if the Company’s product development efforts are successful, it is uncertain when, if ever, the
Company will realize revenue from product sales.

Reverse Merger and Pre-Merger Financing Transaction

On October 19, 2023, the Company completed its reverse merger with Tourmaline Sub, Inc. (formerly Tourmaline Bio, Inc.) (“Legacy Tourmaline™) in
accordance with the terms of the Agreement and Plan of Merger, dated as of June 22, 2023 (the “Merger Agreement”), by and among the Company, Terrain
Merger Sub, Inc., a Delaware corporation and a wholly owned subsidiary of the Company (“Merger Sub”), and Legacy Tourmaline, pursuant to which,
among other matters, Merger Sub merged with and into Legacy Tourmaline, with Legacy Tourmaline surviving as a wholly owned subsidiary of the
Company (the “Reverse Merger”). In connection with the completion of the Reverse Merger, the Company changed its name from “Talaris Therapeutics,
Inc.” to “Tourmaline Bio, Inc.,” and the business conducted by the Company became primarily the business conducted by Legacy Tourmaline. References
to “the Company” refer to Legacy Tourmaline for periods prior to the closing of the Reverse Merger, and to Tourmaline Bio, Inc. (formerly Talaris
Therapeutics, Inc., or “Talaris”) for all other periods, as the context requires.

Immediately prior to the effective time of the Reverse Merger, Talaris effected a 1-for-10 reverse stock split of its common stock.

At the effective time of the Reverse Merger, the Company issued an aggregate of 15,877,090 shares of Company common stock to the Legacy Tourmaline
stockholders, based on the exchange ratio of approximately 0.07977 shares of Company common stock for each share of Legacy Tourmaline common
stock, including those shares of Legacy Tourmaline common stock issued upon the conversion of Legacy Tourmaline Series A convertible preferred stock
and those shares of the Legacy Tourmaline common stock issued in the Pre-Merger Financing Transaction (as defined below), resulting in 20,336,741
shares of Company common stock being issued and outstanding following the effective time of the Reverse Merger.

At the effective time of the Reverse Merger, Legacy Tourmaline’s 2022 Equity Incentive Plan was assumed by the Company, and each outstanding and
unexercised option to purchase shares of Legacy Tourmaline common stock immediately prior to the effective time of the Reverse Merger was assumed by
the Company and converted into an option to purchase shares of Company common stock, with necessary adjustments to the number of shares and exercise
price to reflect the exchange ratio.

The Reverse Merger was accounted for as a reverse recapitalization in accordance with generally accepted accounting principles in the United States of
America (“U.S. GAAP”). Under this method of accounting, Legacy Tourmaline was deemed to be the accounting acquirer for financial reporting purposes.
This determination was primarily based on the expectation that, immediately following the Reverse Merger: (i) Legacy Tourmaline’s stockholders own a
substantial majority of the voting rights in the combined company; (ii) Legacy Tourmaline’s largest stockholders retain the largest interest in the combined
company; (iii) Legacy Tourmaline designated a majority (five of seven) of the initial members of
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the board of directors of the combined company; and (iv) Legacy Tourmaline’s executive management team became the management team of the combined
company. Accordingly, for accounting purposes: (i) the Reverse Merger was treated as the equivalent of Legacy Tourmaline issuing stock to acquire the net
assets of Talaris; (ii) the net assets of Talaris are recorded at their acquisition-date fair value in the consolidated financial statements of Legacy Tourmaline
and (iii) the reported historical operating results of the combined company prior to the Reverse Merger are those of Legacy Tourmaline. Historical common
share figures of Legacy Tourmaline have been retroactively restated based on the exchange ratio of 0.07977. Additional information regarding the
accounting for the Reverse Merger is included in Note 3, “Reverse Merger”.

Concurrently with the execution and delivery of the Merger Agreement, and in order to provide Legacy Tourmaline with additional capital for its
development programs, Legacy Tourmaline entered into a Securities Purchase Agreement (the “Private Placement Agreement”), with certain investors
named therein (the “Private Placement Investors”), pursuant to which, subject to the terms and conditions of the Private Placement Agreement,
immediately prior to the effective time of the Reverse Merger, Legacy Tourmaline issued and sold, and the Private Placement Investors purchased
4,092,035 shares (as effected by the exchange ratio described above) of Legacy Tourmaline common stock for gross proceeds of approximately $75.0
million (the “Pre-Merger Financing Transaction”).

Following the completion of the Reverse Merger, on June 30, 2024, Legacy Tourmaline merged with and into the Company, with the Company as the
surviving entity (the “Roll-Up Merger”).

Liquidity

As of June 30, 2024, the Company had cash, cash equivalents, and investments of $334.4 million. The Company expects that its existing cash, cash
equivalents and investments will enable it to fund its expected operating expenses and capital expenditure requirements for at least 12 months from
August 8, 2024, the filing date of this Quarterly Report on Form 10-Q. The Company expects to finance its future cash needs through a combination of
equity or debt financings, collaborations, licensing arrangements and strategic alliances.

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

The accompanying condensed consolidated financial statements as of June 30, 2024 and December 31, 2023, and for the three and six months ended June
30, 2024 and 2023, have been prepared in accordance with the rules and regulations of the Securities and Exchange Commission (the “SEC”) and generally
accepted accounting principles in the United States of America (“GAAP”) as found in the Accounting Standards Codification (“ASC”) of the Financial
Accounting Standards Board (“FASB”) for condensed consolidated financial information. In the opinion of management, these condensed consolidated
financial statements reflect all normal recurring adjustments which are necessary for a fair presentation of the Company’s financial position and results of
its operations, as of and for the periods presented. These condensed consolidated financial statements should be read in conjunction with the consolidated
financial statements and notes thereto contained in the Company’s Annual Report on Form 10-K for the year ended December 31, 2023 filed with the SEC
on March 19, 2024 (the “2023 Form 10-K”).

The information presented in the condensed consolidated financial statements and related notes as of June 30, 2024, and for the three and six months ended
June 30, 2024 and 2023, is unaudited. The condensed consolidated balance sheet as of December 31, 2023 included herein was derived from the audited
financial statements included in the 2023 Form 10-K.

Interim results for the three and six months ended June 30, 2024 are not necessarily indicative of the results that may be expected for the fiscal year ending
December 31, 2024, or any future period.

The condensed consolidated financial statements include the accounts of Tourmaline Bio, Inc. and its former wholly owned subsidiary, Tourmaline Sub,
Inc. As outlined within Note 1, “Nature of Business”, Tourmaline Sub, Inc. was merged with and into Tourmaline Bio, Inc., with Tourmaline Bio, Inc. as
the surviving entity, upon the consummation of the Roll-Up Merger on June 30, 2024. All historical intercompany transactions and balances have been
eliminated in consolidation.

Summary of Significant Accounting Policies

The significant accounting policies and estimates used in the preparation of the condensed consolidated financial statements are described in the
Company’s audited financial statements as of and for the year ended December 31, 2023
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and the notes thereto, which are included in the related Annual Report on Form 10-K. There have been no material changes in the Company’s significant
accounting policies during the six months ended June 30, 2024.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the amounts
reported in the financial statements and accompanying notes. On an ongoing basis, the Company’s management evaluates its estimates, which include, but
are not limited to, accrued expenses and stock-based compensation expense. The Company bases its estimates on historical experience and other market
specific or other relevant assumptions it believes to be reasonable under the circumstances. Actual results could differ from those estimates.

Recent Accounting Pronouncements - Yet to be Adopted

In November 2023, the FASB issued ASU 2023-07, Segment Reporting (Topic 280): Improvements to Reportable Segment Disclosures. This guidance is
intended to improve reportable segment disclosure requirements through enhanced disclosures as well as clarify that entities with a single reportable
segment are subject to new and existing segment reporting requirements. This guidance is effective for annual periods in fiscal years beginning after
December 15, 2023, and interim periods within fiscal years beginning after December 15, 2024, with early adoption permitted. Entities must apply this
guidance on a retrospective basis. The Company is currently evaluating this guidance to determine the impact it may have on its condensed consolidated
financial statements.

In March 2024, the FASB issued ASU 2023-09, Income Taxes (Topic 740): Improvements to Income Tax Disclosures. The amendments in ASU 2023-09
address investor requests for enhanced income tax information primarily through changes to disclosure regarding rate reconciliation and income taxes paid
both in the United States and in foreign jurisdictions. This guidance is effective for fiscal years beginning after December 15, 2024 on a prospective basis,
with the option to apply the standard retrospectively, and early adoption is permitted. The Company is currently evaluating this guidance to determine the
impact it may have on its condensed consolidated financial statements.

3. Reverse Merger

As described within Note 1, “Nature of Business”, the Reverse Merger was completed on October 19, 2023. The Reverse Merger was accounted for as a
reverse recapitalization in accordance with U.S. GAAP with Legacy Tourmaline as the accounting acquirer of Talaris. Under reverse recapitalization
accounting, the assets and liabilities of Talaris were recorded at their fair value in the Company’s financial statements at the effective time of the Reverse
Merger. No goodwill or intangible assets were recognized. Consequently, the consolidated financial statements of the Company reflect the operations of
Legacy Tourmaline for accounting purposes together with a deemed issuance of shares, equivalent to the shares held by the former stockholders of Talaris,
the legal acquirer, and a recapitalization of the equity of Legacy Tourmaline, the accounting acquirer.

The Company acquired the following assets and liabilities as part of the Reverse Merger (in thousands):

Amount
Cash and cash equivalents $ 392
Short-term investments 65,515
Prepaid expenses and other current assets 4,254
Accounts payable (726)
Accrued expenses (543)
Net assets acquired $ 68,892

The Company incurred $2.9 million in stock-based compensation expense as a result of the acceleration of vesting and settlement of Talaris share-based
awards at the time of the Reverse Merger. In the consolidated statement of operations and comprehensive loss for the year ended December 31, 2023, $1.4
million and $1.5 million were recorded as research and development expense and general and administrative expense, respectively. Additionally, the
Company incurred transaction costs of $6.1 million, which were recorded as a reduction to additional paid-in capital.
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4. Pfizer License Agreement

On May 3, 2022 (the “Effective Date”), the Company entered into a License Agreement (the “Pfizer License Agreement”) with Pfizer Inc. (“Pfizer”),
pursuant to which the Company obtained an exclusive, sublicensable, royalty-bearing, worldwide right to use and license under certain know-how for the
development, commercialization and manufacture of PF-04236921 (the “Compound”, now known as pacibekitug) and any pharmaceutical or
biopharmaceutical product incorporating the Compound (the “Product”), for the treatment, diagnosis, or prevention of any and all diseases, disorders,
illnesses and conditions in humans and animals. In consideration for the license and other rights the Company received under the Pfizer License
Agreement, the Company paid Pfizer an upfront payment of $5.0 million and issued to Pfizer 7,125,000 Series A preferred units of Tourmaline Bio, LLC
(the predecessor of Legacy Tourmaline), which subsequently converted to 7,125,000 shares of Series A convertible preferred stock of Legacy Tourmaline,
representing a 15% interest in the Company on a fully-diluted basis at the time of issuance. The units were issued for $1.00 per unit, representing a total
value of $7.1 million. In accordance with ASC Topic 805, Business Combinations, the Pfizer License Agreement was accounted for as an asset acquisition
as the licensed compound represented substantially all of the fair value of the gross assets acquired. On the Effective Date, the licensed compound had not
yet received regulatory approval and did not have an alternative use. Accordingly, the total consideration transferred of $12.1 million was recorded as
research and development expense in the consolidated statement of operations and comprehensive loss for the year ended December 31, 2022.

As additional consideration for the license, the Company is obligated to pay Pfizer up to $128.0 million upon the achievement of specific development and
regulatory milestones. The Company is also obligated to pay Pfizer up to $525.0 million upon the first achievement of specific sales milestones. The
Company is also obligated to pay Pfizer a marginal royalty rate in the low double digits (less than 15%), subject to specified royalty reductions. The royalty
term, on a Product-by-Product and country-by-country basis, begins on the first commercial sale of such Product and expires upon the later of twelve years
following the date of the first commercial sale or the expiration of regulatory exclusivity protecting such Product. In the event the Company completes a
Significant Transaction (as defined in the Pfizer License Agreement), the Company will be obligated to pay Pfizer a one-time payment in the low-eight
digits (up to $20.0 million); the amount of such payment is based on the timing of the transaction.

As of June 30, 2024, the Company does not owe any milestone or royalties under the Pfizer License Agreement and no such milestones or royalties have
been paid to date.

The Pfizer License Agreement originally contained an anti-dilution provision allowing Pfizer to maintain a 15% interest in the Company on a fully-diluted
basis unless and until certain thresholds are met, whereupon the anti-dilution provision would no longer apply. As outlined further within Note 9,
“Convertible Preferred Stock”, on May 2, 2023, the Company issued 8,823,529 additional shares of Series A convertible preferred stock to Pfizer pursuant
this anti-dilution provision. The Company recognized research and development expense of $8.8 million related to this issuance of Series A convertible
preferred stock. Subsequent to the issuance of these additional shares of Series A convertible preferred stock, the anti-dilution provision is no longer in
force and effect.

5. Fair Value Measurements

The Company measures the fair value of money market funds based on quoted prices in active markets for identical securities. Investments also include
commercial paper, government securities, and corporate debt securities which are valued either based on recent trades of securities in inactive markets or
based on quoted market prices of similar instruments and other significant inputs derived from or corroborated by observable market data. The carrying
amounts reflected in the condensed consolidated balance sheets for cash, prepaid expenses and other current assets, accounts payable, and accrued expenses
and other current liabilities approximate their fair values, due to their short-term nature.
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Assets measured at fair value on a recurring basis as of June 30, 2024 were as follows (in thousands):

Quoted Prices in

Active Markets Significant
for Identical Significant Other Unobservable
Assets Observable Inputs Inputs
Total (Level 1) (Level 2) (Level 3)
Cash equivalents and short-term investments:
Money market funds, included in cash equivalents $ 10,981 $ 10,981 § — 3 —
Commercial paper 69,153 — 69,153 —
Government securities 60,632 51,227 9,405 —
Corporate debt securities 89,601 — 89,601 —
Total cash equivalents and short-term investments 230,367 62,208 168,159 —
Long-term investments:
Corporate debt securities 44,878 — 44,878 —
Total long-term investments 44,878 — 44,878 —
Total cash equivalents and investments $ 275,245 § 62,208 § 213,037 $ —

Assets measured at fair value on a recurring basis as of December 31, 2023 were as follows (in thousands):

Quoted Prices in

Active Markets Significant
for Identical Significant Other Unobservable
Assets Observable Inputs Inputs
Total (Level 1) (Level 2) (Level 3)
Cash equivalents and short-term investments:

Money 