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PART I
FINANCIAL INFORMATION

ITEM 1. UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

ASSETS
Current assets:
Cash and cash equivalents
Accounts receivable
Prepaid expenses and other current assets
Total current assets
Restricted cash
Other noncurrent assets
Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable
Accrued liabilities
Accrued compensation and benefits
Share liability
Insurance financing debt
Total current liabilities
Derivative liability
Contingent consideration obligation
Total liabilities
Commitments and contingencies (Note 9)
Stockholders' equity:

Series A Convertible Preferred Stock, $0.01 par value,

7,000,000 shares authorized; 200,000 issued and

outstanding at June 30, 2026 and December 31, 2025

Palisade Bio, Inc.

Condensed Consolidated Balance Sheets (Unaudited)

(in thous ands, except share and per share amounts)

Common stock, $0.01 par value; 450,000,000 and 300,000,000 shares
authorized; 173,595,201 and 159,444,017 shares issued and outstanding

at June 30, 2026 and December 31, 2025, respectively

Additional paid-in capital
Accumulated deficit
Total stockholders' equity

Total liabilities and stockholders' equity

June 30, December 31,
2026 2025
125,172 $ 133,385
500 —
1,588 836
127,260 134,221
55 55
— 68
127,315 $ 134,344
1,835 $ 767
3,136 2,187
275 1,298
— 313
— 71
5,246 4,636
62 62
259 266
5,567 4,964
2 2
1,735 1,594
292,910 280,509
(172,399) (152,725)
121,748 129,380
127,315 $ 134,344

The accompanying notes are an integral part of these condensed consolidated financial statements.



License revenue

Operating expenses:
Research and development
General and administrative
Total operating expenses
Loss fromoperations

Other (expense) income:
Interest expense
Other income, net

Total other income, net

Net loss

Palisade Bio, Inc.

Condens ed Cons olidated Statements of Operations (Unaudited)
(in thous ands, except share and per share amounts)

Three Months Ended June 30,

Six Months Ended June 30,

Basic and diluted weighted average shares used in computing

basic and diluted net loss per common share
Basic and diluted net loss per common share

2026 2026 2025
500 — 8 500 —
7,400 1,675 13,797 2,625
4,798 1,168 9,149 2,528
12,198 2,843 22,946 5,153
(11,698) (2,843) (22,446) (5,153)
— @ M 3
1,124 61 2273 142
1,124 59 2072 139
$ 10,574y $ Q2784 $ (20,174 (5,014
211,381,969 4,797,196 210,528231 4,796,434
$ 005 $ 058 $ (0.10y (1.05)

The accompanying notes are an integral part of these condensed consolidated financial statements.



Balance, March 31, 2026

Net loss

Stock-based compensation expense and related
charges

Issuance of common stock to vendors

Issvance of common stock under Employee Stock
Purchase Plan

Issuance of common stock in connection with
exercise of warrants

Balance, June 30, 2026

Balance, March 31, 2025

Net loss

Stock-based compensation expense and related
charges

Issuance of common stock under Employee Stock
Purchase Plan

Issuance of common stock in connection with
exercise of warrants

Balance, June 30, 2025

The accompanying notes are an integral part of these condensed consolidated financial statements.

Palisade Bio, Inc.
Condens ed Cons olidated Statements of Stockholders’ Equity
(in thous ands, except share amounts)

(Unaudited)
Three Months Ended June 30,2026
Preferred Stock Common Stock Additional Total
PaidHin Accumulated Stockholders'
Shares Amount Shares Amount Capital Deficit Equity
200,000 $ 2 167,421,702 $ 1,674 $ 288,011 (162,325) $ 127,362
— — — — (10,574) (10,574)
— — — — 4,785 — 4,785
— — 5,000 — — — —
— — 13,031 — 20 — 20
— — 6,155,468 61 94 — 155
200,000 $ 2 173,595,201 $ 1,735  § 292,910 (172,899) $ 121,748
Three Months Ended June 30,2025
Preferred Stock Common Stock Additional Total
Paid-in Accumulated Stockholders'
Shares Amount Shares Amount Capital Deficit Equi
200,000 $ 2 4,396,646 $ 43 8 143,460 (138,174) $ 5,331
— — — — (2,784) (2,784)
— — — 69 — 69
— 4,601 — 3 — 3
— — 399,000 5 “) — 1
200,000 $ 2 4,800,247 $ 48 8 143,528 140,958y $ 2,620




Palisade Bio, Inc.
Condens ed Cons olidated Statements of Stockholders’ Equity
(in thous ands, except share amounts)

(Unaudited
Six Months Ended June 30,2026
Preferred Stock Common Stock Additional Total
PaidHin Accumulated Stockholders'

Shares Amount Shares Amount Capital Deficit Equity
Balance, December 31, 2025 200,000 $ 2 159,444,017  $ 1,594 § 280,509 $ (152,725) $ 129,380
Net loss — — — — — (20,174) (20,174)
Stock-based compensation expense and related
charges — — — 9,082 — 9,082
Issuance of common stock to vendors — — 10,000 — — — —
Issuance of common stock for vesting of restricted
stock units — — 29,798 — — — —
Issuance of common stock under Employee Stock
Purchase Plan — — 13,031 — 20 — 20
Issuance of common stock in connection with
exercise of warrants — — 12,369,753 123 32 — 155
Issuance of common stock in connection with Crohn's
and Colitis Foundation Agreement (Note 5) — — 191,717 2 311 — 313
Issuance of common stock in connection with stock
purchase agreement, net of issuance costs of
$28 (Note 5) — — 1,536,885 16 2,956 — 2,972
Balance, June 30, 2026 200,000 3 2 173,595,201  § 1,735 § 292910 $ (172,899 $ 121,748

Six Months Ended June 30,2025
Preferred Stock Common Stock Additional Total
PaidHin Accumulated Stockholders'

Shares Amount Shares Amount Capital Deficit Equity
Balance, December 31, 2024 200,000 $ 2 2,768,646 $ 27§ 143,407 $ (135944) $ 7,492
Net loss — — — — — (5,014) (5,014)
Stock-based compensation expense and related
charges — — — — 138 — 138
Issuance of common stock under Employee Stock
Purchase Plan — — 4,601 — 3 — 3
Issuance of common stock in connection with
exercise of warrants — — 2,027,000 21 (20) — 1
Balance, June 30, 2025 200,000 S 2 4,800,247  $ 48 8 143,528  § 140,958y $ 2,620

The accompanying notes are an integral part of these condensed consolidated financial statements.



Palisade Bio, Inc.
Condensed Consolidated Statements of Cash Flows (Unaudited)

(in thous ands)
Six Months Ended June 30,
2026 2025
Net loss $ 20,174)  $ (5,014
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation — 2
Non-cash operating lease expense — 62
Recurring fair value measurements of Labilities 7) )
Write-off of deferred equity issuance costs — 75
Stock-based compensation and related charges 9,082 138
Changes in operating assets and liabilities:
Accounts receivable (500) —
Prepaid and other current assets and other noncurrent assets (915) (18)
Accounts payable and accrued liabilities 2,044 1,210
Accrued compensation and benefits (1,023) (530)
Operating lease liabilities — (66)
Net cash used in operating activities (11,493) (4,150)
Cash flows from financing activities:
Payments on insurance financing debt (71) (80)
Proceeds fromissuance of common stock 3,250 —
Proceeds fromthe exercise of warrants 155 1
Payment of equity issuance costs (74) (178)
Proceeds fromissuance of common stock under Employee Stock Purchase Plan 20 3
Net cash provided by (used in) financing activities 3,280 (254)
Net decrease in cash, cash equivalents and restricted cash (8,213) (4,404)
Cash, cash equivalents and restricted cash, beginning of year 133,440 9,847
Cash, cash equivalents and restricted cash, end of period $ 125,227 5,443
Reconciliation of cash, cash equivalents and restricted cash to the balance sheets:
Cash and cash equivalents $ 125,172 5417
Restricted cash 55 26
Total cash, cash equivalents and restricted cash $ 125,227 5,443
Supplemental disclosures of cash flow information:
Interest paid $ 1 1
Supplemental disclosures of non-cash investing and financing activities:
Deferred equity issuance costs included in accounts payable and accrued liabilities $ 19 —
Payment of equity issuance costs previously included in accounts payable and accrued labilities 46 —
Fair value of common shares issued in settlement of share liability (Note 4) 313 —
Insurance financing debt included in prepaid and other current assets and other noncurrent assets — 312

The accompanying notes are an integral part of these condensed consolidated financial statements.



PALISADEBIO, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1. Organization, Business and Financial Condition

Unless the context indicates or otherwise requires, "Palisade,” "Palisade Bio,” the "Company,” "we,” "us,” and "our” or similar designations in this Quarterly Report on Form 10-Q
("Form 10-Q"), refer to Palisade Bio, Inc., a Delaware Corporation, and its subsidiaries. Any reference to "common shares” or "common stock,” refers to the Company's $0.01 par
value common stock. Any reference to "Leading Biosciences, Inc.” or "LBS” refers to the Company’s operations prior to the completion of its merger with Seneca Biopharma, Inc.
("Seneca") on April 27, 2021 (the "Seneca Merger"). Any reference to "Series A Preferred Stock” refers to the Company's Series A 4.5% Convertible Preferred Stock. Any reference
herein that refers to preclinical studies also refers to nonclinical studies.

Description of Business

The Company is a clinical-stage biopharmaceutical company developing next-generation prodrugs for patients with inflammatory and fibrotic diseases. The Company's lead clinical
product candidate, PALI-2108, is being advanced into Phase 2 clinical trials as a treatment for patients living with inflammatory bowel disease, including ulcerative colitis and
Crohn’s disease.

Liquidity

The accompanying condensed consolidated financial statements have been prepared on a going concern basis, which contemplates the realization of assets and the satisfaction of
liabilities in the normal course of business. The Company has a limited operating history, and the sales and income potential of the Company’s business and market are unproven.
The Company has experienced net operating losses and negative cash flows fromoperations since its inception. The Company expects to continue to incur net losses in the

foreseeable future. The successful transition to achieving profitability is dependent upon achieving a level of revenues adequate to support the Company’s costs. There can be no
assurance that such profitability will ever be achieved. To fund its operations, the Company has historically relied primarily on equity financings.

On October 2, 2025, the Company closed on an equity offering for net proceeds to the Company of $127.6 million, consisting of gross cash proceeds of $138.0 million less
underwriting discounts and commissions and other cash equity issuance costs of approximately $10.4 million (the "October 2025 Offering"), which significantly increased the
Company's available working capital and its ability to fund its operations into the foreseeable future. Although the Company still anticipates incurring net operating losses and
negative cash flows fromoperations into the foreseeable future, based on its current operating plan and based upon its cash and cash equivalents balance of $125.2 million as of
June 30, 2026, management has concluded the Company has sufficient capital to fund its operations for at least a period of one year following the date that these condensed
consolidated financial statements are issued.

2. Basis of Presentation and Summary of Significant Accounting Policies

Basis of Presentation and Consolidation

In management’s opinion, the accompanying interim condensed consolidated financial statements include all adjustments, consisting of normal recurring adjustments, which are
necessary to present fairly the Company's financial position, results of operations and cash flows. The interimresults of operations are not necessarily indicative of the results that
may occur for the full year. Certain information and note disclosures normally included in the consolidated financial statements prepared in accordance with generally accepted
accounting principles in the United States ("U.S. GAAP”) have been condensed or omitted pursuant to instructions, rules and regulations prescribed by the United States ("U.S.")
Securities and Exchange Commission ("SEC”). The Company believes that the disclosures provided herein are adequate to make the information presented not misleading when
these condensed consolidated financial statements are read in conjunction with the consolidated financial statements and notes included in the Company’s financial statements
filed in the Annual Report on Form 10-K for the year ended December 31, 2025, which was filed with the SEC on March 20, 2026 ("Form 10-K").

The accompanying condensed consolidated financial statements include the accounts of the Company and its wholly owned subsidiaries, LBS and Suzhou Neuralstem
Biopharmaceutical Co., Ltd. All the entities are consolidated in the



Company's condensed consolidated financial statements and all intercompany activity and transactions, if any, have been eliminated.

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires the Company to make estimates, judgments, and assumptions that impact the reported amounts of
assets and liabilities and the disclosure of contingent assets and liabilities as of the date of the balance sheet, and the reported amounts of expenses during the reporting period.
The most significant estimates in the Company’s condensed consolidated financial statements relate to accrued research and development expenses and its contingent
consideration obligation. Although these estimates are based on the Company’s knowledge of current events and actions it may undertake in the future, actual results may
materially differ from these estimates and assumptions.

Significant Accounting Policies

The Company’s significant accounting policies used in the preparation of these condensed consolidated financial statements for the three and sixmonths ended June 30, 2026 are
consistent with those discussed in Note 2 to the consolidated financial statements in the Company's Form 10-K.

Comprehensive Loss

Comprehensive loss is defined as a change in equity during a period fromtransactions and other events and circumstances fromnon-owner sources. The Company’s
comprehensive loss was the same as its reported net loss for all periods presented.

Recently Issued or Adopted Accounting Pronouncements

No new accounting pronouncements issued or adopted during the three and sixmonths ended June 30, 2026 that had or are expected to have a material impact on the Company’s
condensed consolidated financial statements or disclosures.

3. Balance Sheet Details

Prepaid expenses and other current assets consist of the following (in thousands):

June 30, December 31,
2026 2025

Prepaid insurance $ 687 § 355
Other current receivables 3 264
Prepaid subscriptions and fees 337 145
Prepaid software licenses 59 60
Deferred equity issuance costs 70 —
Prepaid research and development expenses 426 7
Prepaid other 6 5

$ 1,588  $ 836

Deferred equity issuance costs consist of the legal, accounting and other direct and incremental costs incurred by the Company related to its equity offerings, if not yet finalized as
ofthe balance sheet date, or shelf registration statement. These costs will be netted against additional paid-in capital as a cost of the future equity issuances to which they relate.
As of June 30, 2026, the entire balance of deferred equity issuance costs consists of legal, accounting and other direct and incremental costs directly attributable to the Company's
shelf registration statement on Form S-3, which was declared effective by the SEC on May 21, 2026.
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Accrued liabilities consist of the following (in thousands):

June 30, December 31,
2026 2025
Accrued accounts payable $ 173 163
Accrued clinical trial expenses 806 801
Accrued chemistry, manufacturing and controls ("CMC") expenses 833 543
Accrued preclinical and translational science expenses 992 188
Accrued director stipends 64 59
Accrued other 268 433
$ 3,136 2,187

4. Fair Value Measurements

The following tables reflect the Company's fair value hierarchy for its financial assets and liabilities measured at fair value on a recurring basis as of June 30, 2026 and December 31,

2025 (in thousands):

June 30, 2026
Assets:

Money Market Funds

Total

Liabilities:

Derivative Liability

Contingent Consideration Obligation
Total

December 31, 2025
Assets:

Money Market Funds

Total

Liabilities:

Share Liability

Derivative Liability

Contingent Consideration Obligation
Total

Cash and Cash Equivalents

Financial Statement Classification

Cash and cash equivalents

Derivative Liability
Contingent Consideration Obligation

Financial Statement Classification

Cash and cash equivalents

Share Liability
Derivative Liability
Contingent Consideration Obligation

Level 1 Level 2 Level 3 Total
125,131 $ $ — 125,131
125,131  $ $ — 125,131
62 $ $ — 62
— 259 259
62 % $ 259 321

Level 1 Level 2 Level 3 Total
132399 $ $ = 132,399
132399 $ $ — 132,399
313§ $ — 313
62 — 62
— 266 266
375§ $ 266 641

The Company invests its excess cash in money market funds that are classified as level 1 in the fair value hierarchy, due to their short-term maturity of three months or less, and
measures fair value based on quoted prices in active markets for identical assets.

Financial instruments, which potentially subject the Company to concentration of credit risk, consist primarily of cash and cash equivalents. The Company maintains deposits in
federally insured financial institutions and in money market accounts, and at times balances may exceed federally insured limits. Management believes that the Company is not
exposed to significant credit risk due to the financial position of the depository institutions in which those deposits are held and historically the Company has not experienced any

losses in such accounts.



Share Liability and Derivative Liability

On December 17, 2025 (the "Execution Date”), the Company entered into a Research Program Funding Agreement with the Crohn’s and Colitis Foundation (the "CCF”), in which
the CCF agreed to provide up to a $0.5 million investment to support the Company’s Phase 1b research programrelated to PALI-2108 in return for shares of the Company's common
stock.

The funding is payable in three tranches ("CCF Milestone Amount”) subject to the achievement of specified milestones. The first milestone ("CCF Milestone 1) in the amount of
$250,000 was due to the Company within approximately 45 days of the Execution Date. Accordingly, as of December 31, 2025, the Company recognized a $250,000 other current
receivable for the amount due from CCF in Prepaid and other current assets in the condensed consolidated balance sheets. Pursuant to Accounting Standards Codification
("ASC") 480, Distinguishing Liabilities from Equity (" ASC 480"), the Company also recognized CCF Milestone 1 as a financial instrument that requires liability classification
initially recognized at fair value, with subsequent changes in fair value measured at each reporting period thereafter based on the market value of the Company's common stock,
which is a level 1 input. Accordingly, as of December 31, 2025, the Company recognized the fair value of CCF Milestone 1 of $312,500 in Share liability in the condensed
consolidated balance sheets. In the first quarter of 2026, CCF Milestone 1 was settled in cash, which reduced both the other current receivable and the Share liability to zero as of
June 30, 2026. There was no change in the fair value of the Share liability prior to its cash settlement.

The second milestone ("CCF Milestone 2”) is in the amount of $200,000 and is due based on achievement of certain research deliverables. The third milestone ("CCF Milestone 3”)
is in the amount of $50,000 and is due upon the final Phase 1b study report. Pursuant to ASC 815-40, Derivatives and Hedging—Contracts in Entity's Own Equity ("ASC 815-40"),
CCF Milestone 2 and CCF Milestone 3 were determined to be derivative liabilities initially recognized at fair value, with subsequent changes in fair value measured at each reporting
period thereafter based on the market value of the Company's common stock, which is a level 1 input. As of June 30, 2026, neither CCF Milestone 2 nor CCF Milestone 3 has been
met. As of both June 30, 2026 and December 31, 2025, the fair value of CCF Milestone 2 was determined to be $50,000 and the fair value of CCF Milestone 3 was determined to be
$12,500. The fair value of each of CCF Milestone 2 and CCF Milestone 3 is recognized in Derivative liability in the condensed consolidated balance sheets. There was no change in
the fair value of the Derivative liability in the three and sixmonths ended June 30, 2026.

Contingent Consideration Obligation

On September 1, 2023, the Company and Giiant Pharma, Inc. ("Giiant") entered into a research collaboration and license agreement, as amended ("Giiant License Agreement”)(See
Note 7, Collaborations and License Agreements). Pursuant to the Giiant License Agreement, the Company incurred a contingent consideration obligation related to future
milestone payments. The Company has an obligation to make contingent consideration payments to Giiant, in either cash or shares of the Company’s common stock solely at the
Company’s election, upon the achievement of development milestones (as set forth in the Giiant License Agreement). Because the contingent consideration associated with the
milestone payments may be settled in shares of the Company's common stock solely at the election of the Company, the Company has determined it should be accounted for under
ASC 480, and accordingly has recognized it as a liability measured at its estimated fair value.

At the end of each reporting period, the Company re-measures the contingent consideration obligation to its estimated fair value and any resulting change is recognized in
research and development expenses in the condensed consolidated statements of operations. The fair value of the contingent consideration obligation is determined using a
probability-based model that estimates the likelihood of success in achieving each of the defined milestones that is then discounted to present value using the Company's
incremental borrowing rate. The fair value measurement is based on significant inputs not observable in the market and thus represents a Level 3 measurement as defined in fair
value measurement accounting hierarchy. The significant assumptions used in the calculation of the fair value as of June 30, 2026 included a discount rate of 23.7% and
management's updated projections of the likelihood of success in achieving each of the defined milestones based on empirical, published industry data.
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The following table summarizes the activity of the Company's Level 3 contingent consideration obligation, which is measured at its fair value on a recurring basis (in thousands):

Three Months Ended June 30, Six Months Ended June 30,
Contingent Consideration Obligation 2026 2025 2026 2025
Fair value at beginning of period $ 2711 $ 1499 $ 206 $ 150
Change in fair value during the period (12) 8) (@) )
Fair value at end of period $ 259 $ 141 $ 259 $ 141

As of June 30, 2026 and December 31, 2025, the entire amount of the contingent consideration obligation of approximately $259,000 and $266,000, respectively, was classified as a
noncurrent liability in Contingent consideration obligation in the condensed consolidated balance sheets since it is not expected to be settled within one-year of the respective
balance sheet date.

Financial Instruments Not Required to be Remeasured at Fair Value

The Company's other financial assets and liabilities, including restricted cash, accounts receivable, other current receivables, accounts payable, and accrued liabilities are not
remeasured to fair value, as the carrying amount of each approximates its fair value due to the short-termnature of these instruments. The carrying value of the Company’s
insurance financing debt also approximated its fair value as of December 31, 2025 due to the short-termnature of the instrument and the market rate of interest, which is based on
level 2 inputs.

Assets and Liabilities Measured at Fair Value on a Nonrecurring Basis

None of'the Company’s non-financial assets or liabilities are recognized at fair value on a nonrecurring basis.

5. Stockholders’ Equity

Classes of Stock

Common Stock

On June 10, 2026, the Company held its annual meeting of stockholders at which time the Company's stockholders approved an amendment to the Company's Amended and
Restated Certificate of Incorporation to increase the total number of authorized shares of the Company's $0.01 par value common stock from 300,000,000 shares to 450,000,000
shares. The Company subsequently amended its Amended and Restated Certificate of Incorporation to reflect the increase. As of June 30, 2026, the Company was authorized to
issue 450,000,000 shares of $0.01 par value common stock. Each share of common stock entitles the holder thereof to one vote on each matter submitted to a vote at a meeting of
stockholders.

Preferred Stock

As of June 30, 2026, the Company was authorized to issue 7,000,000 shares of $0.01 par value preferred stock of which 1,000,000 shares have been designated as Series A 4.5%
Convertible Preferred Stock ("' Series A Convertible Preferred Stock"), of which 200,000 are issued and outstanding and are convertible into an aggregate of 8 shares ofthe
Company's common stock.

Recent Equity Transactions

Common Stock Purchase Agreement

On March 27, 2026, the Company issued and sold 1,536,885 shares of its common stock, par value $0.01 per share, to an investor for a total purchase price of $3.0 million, or $1.952
per share, pursuant to a common stock purchase agreement, dated March 27, 2026, by and between the Company and the investor. The Company recognized net equity issuance
costs of approximately $28,000 against the additional paid-in capital recognized in this transaction.

Crohn's and Colitis Foundation Research Program Funding Agreement

The CCF has agreed to provide up to a $0.5 million investment to support the Company’s Phase 1b research programrelated to PALI-2108. In the first quarter of 2026, the CCF
settled CCF Milestone 1 in the amount of $250,000.
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Pursuant to the CCF Agreement, for each CCF Milestone payment received, within 30 days the Company must issue shares of'its common stock equal to the CCF Milestone
Amount divided by 80% of'the closing price of the Company’s common stock on the date of the respective milestone's cash receipt date. Accordingly, in the first quarter of 2026,
the Company issued 191,717 shares of its common stock, par value $0.01 per share, to the CCF. As of June 30, 2026, neither CCF Milestone 2 nor CCF Milestone 3 has been met.

October 2025 Offering

On October 2, 2025, the Company completed an underwritten offering of common stock and pre-funded warrants to purchase common stock for net proceeds of $127.6 million,
consisting of gross cash proceeds of $138.0 million less underwriting discounts and commissions and other cash equity issuance costs of approximately $10.4 million.

Common Stock Warrants Outstanding and Warrant Activity

The following table summarizes the Company's outstanding and exercisable common stock warrants as of June 30, 2026:

Weighted
Number of Average
Warrants Weighted Remaining
Outstanding Average Contractual
Common Stock Warrants Classification and Exercisable Exercise Price Life (Years)
October 2025 Offering Pre-Funded Common Stock Warrants Equity-classified 37,814,754  $ 0.0001 Perpetual %)
July 2025 Warrant Inducement Replacement Common Stock Warrants Equity-classified 8,637,810 0.9047 4.43
February 2024 Warrant Inducement Replacement Common Stock Warrants Equity-classified 113,804 10.97 2.59
Series 2 Common Stock Warrants Equity-classified 6,748 0.70 112
Bridge and January 2022 Common Stock Warrants Liability-classified 2,612 2,804.69 0.13
Placement Agent, Solicitor and Representative Common Stock Warrants Equity-classified 5,084,891 1.70 4.19
All Other Common Stock Warrants Equity-classified 775 11,603.25 0.95
Total Warrants Outstanding and Exercisable, June 30, 2026 51,661,394 0.66 432 ()

M The pre-funded common stock warrants outstandingas of June 30, 2026 have a perpetual term and are therefore excluded from the calculation of the weighted-average remaining contractual life.

Of the outstanding common stock warrants, only the Series 2 Common Stock Warrants include a down round feature whereby they are subject to price reset provisions in the
event future sales of the Company's securities are sold at a price per share less than the exercise price of such warrants.

The following table summarizes all common stock warrant activity during the sixmonths ended June 30, 2026:

Weighted
Average
Weighted Remaining
Number of Average Contractual
Warrants Exercise Price Life (Years)
Warrants outstanding, December 31, 2025 64,031,148 0.53 481 M
Granted _ _
Exercised (12,369,753) 0.0126
Forfeited, expired or cancelled (1) 20,692.50
Warrants outstanding, June 30, 2026 51,661,394 0.66 432 (M

M The pre-funded common stock warrants outstandingas of June 30, 2026 have a perpetual term and are therefore excluded from the calculation of the weighted-average remaining contractual life.
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6. Equity Incentive Plans

Equity Incentive Plans
The Company’s stock-based compensation generally includes service-based restricted stock units ("RSUs”), stock options, and market-based performance RSUs ("PSUs”).

During the sixmonths ended June 30, 2026, the Company granted 7,209,608 RSUs at a weighted-average grant date fair value of $1.71 per RSU, and the Company granted 254,200
PSUs at a weighted-average grant date fair value of $1.38 per PSU. The Company granted no stock options during the sixmonths ended June 30, 2026. During the sixmonths ended
June 30, 2025, the Company granted 108,600 stock options at a weighted-average grant date fair value of $1.02 per stock option, and the Company granted 89,400 RSUs at a
weighted-average grant date fair value of $1.13 per RSU. The Company granted no PSUs during the sixmonths ended June 30, 2025.

Employee Stock Purchase Plan

The Company offers its employees an opportunity to participate in its stockholder-approved Palisade Bio, Inc. 2021 Amended and Restated Employee Stock Purchase Plan (the
"ESPP"). All employees are eligible to participate in the ESPP while employed by the Company. The ESPP permits eligible employees to purchase common stock through payroll
deductions, which may not exceed $25,000 in a calendar year, or 5,000 shares of the Company's common stock each offering period, as defined in the ESPP, at a price equal to 85%
of'the fair value of the Company's common stock at the beginning or end of the offering period, whichever is lower. The ESPP is intended to qualify under Section 423 of the
Internal Revenue Code.

Compensation expense associated with the ESPP was approximately $10,000 and $16,000 in the three and sixmonths ended June 30, 2026, respectively, and approximately $9,000
and $21,000 in the three and sixmonths ended June 30, 2025, respectively.
Share-Based Compensation Expense

The allocation of stock-based compensation for the Company's equity-based awards is as follows (in thousands):

Three Months Ended June 30, Six Months Ended June 30,

2026 2025 2026 2025
Research and development expense $ 2072 $ 25 8 4035 $ 48
General and administrative expense 2,703 35 5,031 69
Total $ 4775  $ 60 $ 9,006 $ 117

As of June 30, 2026, the unrecognized compensation cost related to outstanding stock options was approximately $0.1 million, which is expected to be recognized over a weighted-
average period of approximately 1.46 years, and the unrecognized compensation cost related to outstanding RSUs and PSUs was approximately $46.9 million, which is expected to
be recognized over a weighted-average period of approximately 2.40 years.

7. Collaborations and License Agreements

Research Collaboration and License Agreement with Giiant

On September 1, 2023, the Company entered into the Giiant License Agreement whereby the Company received an exclusive, worldwide license (with the right to sublicense in
nultiple tiers) to develop, manufacture, and commercialize substantially all of the assets of Giiant, including: (i) the PALI-2108 compound, and (ii) the PALI-1908 compound and the
associated intellectual property around each of the foregoing (the "Giiant Licensed Assets”). The Giiant License Agreement has a perpetual term.

Prior to receiving regulatory approval to commence a Phase 1 clinical trial (as such termis defined in the Giiant License Agreement) (the "Proof of Concept”), each of the Company
and Gilant was solely responsible for all costs and expenses incurred by such party for the joint development of the Giiant Licensed Assets, except as set forth in the development
plan and development budget for the Giiant Licensed Assets (the "Giiant Development Plan”). Upon reaching the Proof of Concept, which occurred in October of 2024, the
Company became solely responsible for all costs and expenses incurred for the development, manufacturing, regulatory and commercialization of the Giiant Licensed Assets.
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For the three and sixmonths ended June 30, 2026, the Company recognized no expenses related to the joint development of the Giiant Licensed Assets pursuant to the Giiant
Development Plan. For the three months ended June 30, 2025, the Company recognized expenses of approximately $22,000 related to the joint development of the Giiant Licensed
Assets. For the sixmonths ended June 30, 2025, the Company recognized a net credit related to the joint development of the Giiant Licensed Assets of approximately $0.6 million,
which consisted primarily of funds received by the Company from Giiant. Both the expenses related to the joint development plan and any credits for funds received by the
Company from Giiant are included in research and development expenses in the condensed consolidated statements of operations.

Pursuant to the Giiant License Agreement, the Company is (i) required to make certain payments upon the achievement of the development milestones (as set forth in the Giiant
License Agreement), in either cash or shares of the Company’s common stock, at the Company’s election ("' Giiant Milestone Payments™), and (ii) pay ongoing royalty payments of
a mid-single-digit percentage of the adjusted gross proceeds, as defined in the Giiant License Agreement, upon the sales or sublicenses of any products developed fromthe Giiant
Licensed Assets to third parties ("Giiant Royalty Payments”) (collectively, the Giiant Milestone Payments and the Giiant Royalty Payments are referred to as the "Giiant License
Payments”). The Giiant License Payments are subject to a maximum payment cap in the very low-eight-digit range, which will be increased or decreased on a dollar-for-dollar basis
based on a formula related to the aggregate of development costs incurred by the parties. On October 16, 2025, the Company determined that the first of the development
milestones pursuant to the Giiant License Agreement was achieved with the dosing of'the first patient in the Company's exploratory Phase 1b clinical trial of PALI-2108 in a
fibrostenotic Crohn's disease cohort. The Company settled this Giiant Milestone Payment in cash in the amount of $235,000 in the fourth quarter of 2025. As of June 30, 2026, one
ofthe Giiant Milestone Payments remains, which could require the Company to make a payment in the low-seven-digit range upon the achievement of the one remaining
development milestone. There have been no other Giiant Milestone Payments made pursuant to the Giiant License Agreement.

Co-Development and Distribution Agreement with Newsoara

Prior to the completion of the Seneca Merger, LBS entered into a co-development and distribution agreement with Newsoara, a joint venture established by Biolead Medical
Technology Limited, as amended, (the "Newsoara Co-Development Agreement”). Pursuant to the Newsoara Co-Development Agreement (and subsequent assignment agreement),
LBS granted or licensed to Newsoara an exclusive right under certain patents to develop, use, sell, offer to sell, import, and otherwise commercialize licensed products (the
"Newsoara Licensed Products”) for any and all indications in the People’s Republic of China, including the regions of Hong Kong and Macao, but excluding Taiwan. The
Newsoara Licensed Products only include the drug asset referred to as LB1148.

In consideration of the rights granted to Newsoara under the Newsoara Co-Development Agreement, Newsoara paid LBS a one-time upfront fee of $1.0 million. In addition,
Newsoara is obligated to make (i) payments of up to $6.75 million in the aggregate upon achievement of certain regulatory and commercial milestones, (ii) payments in the low- six-
digit range per licensed product upon achievement of a regulatory milestone, and (iii) tiered royalty payments ranging from the mid-single-digit to low-double-digit percentage
range on annual net sales of Newsoara Licensed Products, subject to adjustment to the royalty percentage in certain events, including a change of control, the expiration of certain
patent rights, and royalties paid by Newsoara to third parties. Other than the $0.5 million milestone payment discussed below, which is recognized as of June 30, 2026 in Accounts
receivable in the condensed consolidated balance sheets, Newsoara has met all of its payment obligations under the Newsoara Co-Development Agreement. The Company
recognized no Accounts receivable in its condensed consolidated balance sheets as of December 31, 2025, June 30, 2025 or December 31, 2024.

During the three and sixmonths ended June 30, 2026, the Company recognized license revenue of $0.5 million earned upon Newsoara's achievement in the second quarter of 2026
ofa development milestone pursuant to the Newsoara Co-Development Agreement. During the three and sixmonths ended June 30, 2025, the Company recognized no license
revenue from Newsoara under the Newsoara Co-Development Agreement.

License Agreements with the Regents of the University of California

Prior to the Seneca Merger, the Company entered into three license agreements, as amended, with the Regents of the University of California ("Regents”) for exclusive commercial
rights to certain patents, technology and know-how related to LB1148. Concurrent with the Company's decision to terminate the development of LB1148 on October 20, 2023, the
Company terminated two of its license agreements with Regents. As of June 30, 2026, the only license agreement remaining with Regents is that entered into with LBS in August of
2015, as amended in December of 2019 and September of 2022 (the "2015 UC License”). The 2015 UC License was retained for the sole purpose of maintaining the Newsoara Co-
Development Agreement under which the Company may receive future milestone or
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royalty payments through the term of the license. Accordingly, pursuant to the 2015 UC License, the Company was obligated to pay a percentage of non-royalty licensing revenue
it receives from Newsoara under the Newsoara Co-Development Agreement to Regents ranging from 30 percent to 35 percent of one-third of the upfront payment on certain
milestone payments, of which none of the milestone payments that may result on this obligation remain. Additionally, pursuant to the 2015 UC License, the Company is obligated
to pay a low-single-digit percentage of the tiered royalty payments on annual net sales of Newsoara Licensed Products that it receives from Newsoara, if any. During the three and
sixmonths ended June 30, 2026, the Company recognized no sublicense fees and license maintenance fees of approximately $6,000 and $12,000, respectively, in research and
development expenses in the condensed consolidated statements of operations. During the three and sixmonths ended June 30, 2025, the Company recognized no sublicense fees
or license maintenance fees due to Regents.

Licensed Legacy Assets

NSI-189 — Exclusive License and Subsequent Exercise of Purchase Option

Prior to the Seneca Merger, Seneca exclusively licensed certain patents and technologies, including a sublicense covering a synthetic intermediate, of the Company's NSI-189
assets (189 License”), along with a purchase option through December 16, 2023 ("Purchase Option”). On October 22, 2021, Alto Neuroscience ("Alto") agreed to terms of an early
exercise of the Purchase Option under the 189 License and entered into an asset transfer agreement ("ATA"). Alto is a U.S.-based public, clinical-stage biopharmaceutical company
with a mission to redefine psychiatry by leveraging neurobiology to develop personalized and highly effective treatment options.

Pursuant to the ATA, Alto will be required to pay the Company up to an aggregate of $4.5 million upon the achievement of certain development and regulatory approval
milestones for NSI-189 (or a product containing or otherwise derived from NSI-189), which is now known as ALTO-100. If Alto sells or grants to a third party a license to the
patents and other rights specific to ALTO-100 prior to the achievement of a specified clinical development milestone, Alto will be required to pay to the Company a low-double-
digit percentage of any consideration received by Alto fromsuch license or sale, provided that the maximum aggregate consideration Alto will be required to pay to the Company
under the ATA, including the upfront payment and all potential milestones and transaction-related payments, will not exceed $5.0 million.

On October 22, 2024, Alto announced that its Phase 2b study of ALTO-100 in patients with major depressive disorder did not meet its primary endpoint. Notwithstanding, ALTO-
100 is being evaluated as an adjunctive treatment in a Phase 2b study in bipolar depression with topline data expected in mid-2027. Upon the enrollment of a patient in a Phase 3
clinical trial of ALTO-100, if it occurs, a milestone payment of $1.5 million will be due to the Company from Alto under the ATA.

NSI-532.IGF-1

On October 27, 2022, the Company entered an agreement to license NSI-532.IGF-1 to the Regents of the University of Michigan ("University of Michigan") for maintaining NSI-
532.1GF-1 cell lines, continued development, maintaining patent protection, and seeking licensees. The Company received no upfront fees for the license. NSI-532.1GF-1 is a
preclinical cell therapy being investigated as a potential therapy for prevention and treatment of Alzheimer’s disease. The University of Michigan shall bear 100% of the costs for
patent filing, prosecution, maintenance, and enforcement of the patent rights. The Company will receive 50% of net revenues received by the University of Michigan fromthe
licensing of patent rights through the last-to-expire patent in patent rights, unless otherwise earlier terminated, less all reasonable and actual out-of-pocket costs incurred in the
litigation of patent rights. To date, the Company has recognized no net revenues fromthe licensing of NSI-532.1GF-1.
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8. Net Loss Per Share

Basic and Diluted Net Loss Per Conmimon Share

Basic net loss per common share is computed by dividing net loss available to common stockholders by the weighted-average number of shares of common stock outstanding
during the period. Diluted net loss per share is calculated by dividing the net loss available to common stockholders by the weighted-average number of shares of common stock
outstanding during the period, plus any potentially dilutive common shares, consisting of stock-based awards and equivalents, and common stock warrants. For purposes of this
calculation, stock-based awards and equivalents and common stock warrants are considered to be potential common shares and are only included in the calculation of diluted net
loss per common share when their effect is dilutive.

The Company's Series A Convertible Preferred Stock and certain of the Company's outstanding common stock warrants contain non-forfeitable rights to dividends with the
common stockholders and therefore are considered to be participating securities. The Series A Convertible Preferred Stock and the common stock warrants do not have a
contractual obligation to fund the losses of the Company; therefore, the application of the two-class method is not required when the Company is in a net loss position but is
required if the Company is in a net income position. When in a net income position, diluted net earnings per common share is computed using the more dilutive of the two-class
method or the if-converted and treasury stock methods.

Pursuant to the October 2025 Offering, on October 2, 2025, the Company issued pre-funded warrants to purchase one share of the Company's common stock, par value $0.01 per
share (the "October 2025 Offering Pre-Funded Common Stock Warrants"). The October 2025 Offering Pre-funded Common Stock Warrants were determined to be equity-classified
in accordance with ASC 480 and ASC 815-40. As of June 30, 2026, 37,814,754 of the October 2025 Offering Pre-funded Common Stock Warrants remained unexercised. Pursuant to
the guidance of ASC 260-10, the Company concluded that because the equity-classified pre-funded warrants were immediately exercisable for little or no cash consideration due to
the non-substantive stated exercise price, all the necessary conditions for issuance of the underlying common shares had been met when the pre-funded warrants were issued.
Therefore, the underlying common shares for the unexercised portion of the October 2025 Offering Pre-funded Common Stock Warrants have been included in the denominator for
the calculation of basic and dilutive net loss per common share for the three and sixmonths ended June 30, 2026. There were no pre-funded warrants outstanding at June 30, 2025.

As the Company was in a net loss position for all periods presented, basic and diluted net loss per common share for the three and sixmonths ended June 30, 2026 and June 30,
2025 were calculated using the if-converted and treasury stock methods. For both the three and sixmonths ended June 30, 2026 and June 30, 2025, basic and diluted net loss per
common share were the same as all common stock equivalents other than the pre-funded warrants that were outstanding at June 30, 2026, as discussed above, were anti-dilutive for
all the periods presented.

The following table presents the calculation of basic and diluted net loss per common share (in thousands, except share and per share amounts):

Three Months Ended June 30, Six Months Ended June 30,
2026 2025 2026 2025
Basic and diluted net loss per common share:
Net loss $ (10,574) $ 2,784 $ (20,174) $ (5,014)
Weighted average shares used in calculating basic and diluted net loss
per common share 211,381,969 4,797,196 210,528,231 4,796,434
Basic and diluted net loss per common share $ 0.05 $ 0.58y § 0.10) $ (1.05)

The following potentially dilutive securities were excluded fromthe calculation of diluted net loss per share because their effects would be anti-dilutive:

June 30,
2026 2025
Stock options 167,255 159,261
Service-based and performance-based restricted stock units 32,042,496 92,352
Common stock warrants 13,846,640 4,717,538
Series A Convertible Preferred Stock 8 8
Total 46,056,399 4,969,159
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9. Commitments and Contingencies

Legal Proceedings

From time to time, the Company may be involved in various lawsuits, legal proceedings, or claims that arise in the ordinary course of business. Management believes there are no
claims or actions pending against the Company through June 30, 2026, which will have, individually or in aggregate, a material adverse effect on its business, liquidity, financial
position, or results of operations. Litigation, legal proceedings or claims, however, are subject to inherent uncertainties, and an adverse result in such matters may arise fromtime to
time that may harmthe Company’s business.

10. Segment Information

The Company operates as one operating and reportable segment, focused on the research and development of novel therapeutics for patients, including the advancement of PALI-
2108 through clinical trials. The Company did not aggregate multiple operating segments into its one operating segment. The Company’s chief operating decision maker ("CODM”)
is its chief executive officer.

The Company's CODM uses Net loss that is reported on the condensed consolidated statements of operations for the purposes of assessing performance, allocating resources
and planning, monitoring budget versus actual results, and forecasting future periods. The Company’s CODM views specific programspend within research and development
expenses, research and development spend that is not allocated to specific programs, as well as general and administrative expenses as significant segment expenses. As a pre-
product revenue company, the CODM considers budget versus actual results for expenses that are deemed significant and cash forecast models for assessing performance and to
decide the level of investment in the Company’s operating and capital allocation activities.

In addition to significant expense categories included in Net loss, the Company regularly provides disaggregated significant expense amounts that comprise operating expenses to
the CODM to assist when managing the Company's single reporting segment. A reconciliation to consolidated operating expenses for the three and sixmonths ended June 30, 2026
and 2025 is included in the table below (in thousands):

Three Months Ended June 30, Six Months Ended June 30,
2026 2025 2026 2025
PALI-2108 program expenses $ 4440 $ 1255  § 8,122 § 1,823
Legacy programexpenses 60 — 74 (58)
Other research and development expenses 3,011 444 5,845 897
Other general and administrative expenses 4,687 1,144 8,905 2,491
Total operating expenses $ 12,198 § 2843 $ 22946 § 5,153

PALI-2108 program expenses are those expenses directly related to the development of the Company's only asset currently under development, PALI-2108. Legacy program
expenses are those expenses directly related to its legacy assets, primarily LB1148, which the Company ceased developing in August of2023. Other research and development
expenses include primarily employee-related expenses, which are not allocated to specific programs, and non-cash losses associated with changes in the fair value of the
Company's contingent consideration obligation. Other general and administrative expenses consist primarily of salary and employee-related costs and benefits, legal fees, investor
and public relations, accounting and audit services, taxes and insurance costs, director and committee fees, and general corporate expenses. Excluded fromother general and
administrative expenses are intellectual property expenses and business development expenses that are allocated to program expenses.

For the three and sixmonths ended June 30, 2026 and 2025, the other segment items that the Company used to aggregate with Total operating expenses to arrive at Net Loss as
shown on the condensed consolidated statement of operations may include License revenue, Interest expense and Other income, net.

The Company does not provide separate segment asset information to the CODM because the CODM does not review segment assets at a different asset level or category than
those shown on the condensed consolidated balance sheets. All of the Company’s assets are located in the U.S.
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TEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Statements in this Quarterly Report on Form 10-Q that are not strictly historical are "forward-looking statements" within the meaning of Section 274 of the Securities Act of
1933, as amended, or the Securities Act, and Section 21E of the Securities Exchange Act of 1934, as amended, or the Exchange Act. These statements relate to future events or
to our future operating or financial performance and involve known and unknown risks, uncertainties and other factors which may cause our actual results, performance or
achievements to be materially different from any future results, performances or achievements expressed or implied by the forward-looking statements. You can identify these
forward-looking statements because they involve our expectations, intentions, beliefs, plans, projections, anticipations, or other characterizations of future events or
circumstances. These forward-looking statements are not guarantees of future performance and are subject to risks and uncertainties that may cause actual results to differ
materially from those in the forward-looking statements as a result of any number of factors. Some of these factors are more fully discussed in the section of this Quarterly
Report on Form 10-Q entitled "Risk Factors” and elsewhere herein. We do not undertake to update any of these forward-looking statements or announce the results of any
revisions to these forward-looking statements except as required by law.

We recommend investors read this entire Quarterly Report on Form 10-Q, including the "Risk Factors” section, the condensed consolidated financial statements, and related
notes thereto. As used in this Quarterly Report on Form 10-Q, unless the context indicates or otherwise requires, "Palisade,” "Palisade Bio,” the "Company,” "we,” "us,” and
"our” or similar designations in this report refer to Palisade Bio, Inc., a Delaware Corporation, and its subsidiaries. Any reference to "common shares” or "common stock,”
refers to our $0.01 par value common stock. Any reference to "Series A Preferred Stock ” refers to our Series A 4.5% Convertible Preferred Stock. Any reference herein that

refers to preclinical studies also refers to nonclinical studies.

Management’s Discussion and Analysis of Financial Condition and Results of Operations ("MD&A") is provided, in addition to the accompanying condensed consolidated
financial statements and notes, to assist you in understanding our results of operations, financial condition and cash flows. The MD&A is organized as follows:

*Executive Overview — Discussion of our business and overall analysis of financial and other items affecting our Company in order to provide context for the remainder of
MD&A.

*Results of Operations — Analysis of our financial results comparing the three and sixmonths ended June 30, 2026 and 2025.

«Liquidity and Capital Resources — An analysis of cash flows and discussion of our financial condition and future liquidity needs.

Executive Overview

We are a clinical-stage biopharmaceutical company developing next-generation prodrugs for patients with inflammatory and fibrotic diseases. Our lead clinical product candidate,
PALI-2108, is being advanced into Phase 2 clinical trials as a treatment for patients living with inflammatory bowel disease ("IBD"), including ulcerative colitis ("UC") and Crohn's
disease ("CD"). Despite the availability of multiple biologic and small-molecule therapies, many patients with UC and CD do not achieve durable remission, lose response over time,
or discontinue treatment because of safety or tolerability limitations. We believe PALI-2108 has the potential to address these limitations through once-daily oral dosing, targeted
lower-intestinal bioactivation and broad PDE4-mediated anti-inflammatory activity.

During the first half of 2026, we completed our Phase 1 clinical development program for PALI-2108 and advanced the programinto Phase 2 development. In June 2026, the U.S.
Food and Drug Administration ("FDA") cleared our Investigational New Drug Application ("IND”) for our global Phase 2 ASCENTRA-UC clinical trial, in which we expect to enroll
our first patient in the second half 0of 2026. ASCENTRA-UC represents our first large, randomized, placebo-controlled clinical trial designed to evaluate the efficacy and safety of
PALI-2108 in patients with moderately-to-severely active UC. In parallel, we are advancing plans for a Phase 2 clinical trial in CD and currently anticipate submitting an IND for that
clinical trial in the second half 0 2026. We believe these developments represent an important transition for the Company from early clinical evaluation into broader Phase 2
development across two IBD indications.
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PALI-2108

Our lead clinical product candidate, PALI-2108, is a once-daily, oral prodrug designed for targeted delivery of phosphodiesterase-4 ("PDE4") inhibition to the terminal ileumand
colon through local bacterial bioactivation. The prodrug is pharmacologically inactive until it reaches the lower intestine, where bacterial enzymes convert it into the active PDE4
inhibitor at sites of inflammation and fibrosis. This targeted activation strategy prevents absorption in the upper gut, enables sustained local exposure with controlled systemic
distribution, and is engineered to reduce peak plasma levels, thereby improving the overall therapeutic index and reducing tolerability limitations such as diarrhea, nausea and
headache that have constrained systemic PDE4 inhibitors.

With a glucuronic acid-derived moiety, PALI-2108 is intended to limit absorption until activated by the colonic bacterium enzyme p-glucuronidase. We believe that localized
bioactivation may help focus the effects of PALI-2108 where it would be most beneficial to a patient suffering from IBD.

Our Precision Medicine Approach

We are developing a biomarker-based patient selection approach that we believe may aid clinicians in identifying patients who may better respond to PALI-2108, thereby
improving the rate of clinical response previously demonstrated with PDE4 inhibitors. Our approach involves the use of clinical and multiomics data from large patient populations
to identify PDEA-related biomarkers that are correlated with IBD, its severity, and which are modified with local PDEA-inhibitor therapy in the colon. Based on our research, we have
initiated the development of corresponding biomarker assays for these PDE4-related biomarkers that we expect to use in our future clinical studies with the aimof developing
regulatory-approved tests for selecting potential responders to PALI-2108.

Phase 1 Clinical Study of PALI-2108

The Phase 1 clinical study of PALI-2108 consisted of a single-center study evaluating the safety, tolerability, pharmacokinetics ("PK’’) and pharmacodynamics ("PD") of PALI-2108
in healthy volunteers, patients with UC and patients with fibrostenotic Crohn's disease ("FSCD"). The clinical study included five single ascending dose ("SAD") double-blind,
placebo-controlled cohorts, four multiple ascending dose ("MAD") double-blind, placebo-controlled cohorts, a food effect ("FE") study, and open-label exploratory Phase 1b
patient cohorts in UC and FSCD. In addition, to informthe dosing regimen selected for our planned Phase 2 study, we conducted a multiple-dosing, open-label study in three
cohorts to evaluate safety, tolerability and PK in which each ofthe cohorts received a once-daily 15mg, 30mg or 45mg dosing over a ten-day dosing period. The Phase 1 clinical
study of PALI-2108 enrolled and completed dosing in 106 subjects across all cohorts.

On October 9, 2024, Health Canada issued a No Objection Letter for our Phase 1 human clinical study of PALI-2108. The study of the SAD, MAD and FE cohorts and the Phase 1b
UC patient cohort commenced on November 7, 2024.

On May 27, 2025, we announced positive results fromthe SAD, MAD and FE cohorts in healthy volunteers. The double-blind, placebo-controlled study successfully met its
primary endpoints of safety, tolerability, and PK.

On August 7, 2025 and September 17, 2025, we announced positive results fromthe open-label exploratory Phase 1b UC patient cohort portion of the study. This study also
successfully met its primary endpoints of safety, tolerability, and PK. Although the results require validation in randomized, controlled clinical trials, all five of the patients in the
exploratory Phase 1b UC patient cohort demonstrated clinical improvement during treatment.

On October 16, 2025, we dosed our first patients in the open-label exploratory Phase 1b FSCD patient cohort to evaluate the safety, tolerability, PK, and PD of once-daily oral
dosing of PALI-2108 over a 14-day treatment period as well as evaluate tissue-level pharmacology and molecular responses using paired ileal biopsies and peripheral blood
mononuclear cells. The study incorporated advanced molecular analyses, including cAMP quantification and RNA sequencing, to characterize treatment-induced changes in
inflammatory and fibrotic signaling pathways.

On March 30, 2026, we announced positive results fromthe open-label exploratory Phase 1b FSCD patient cohort. The study demonstrated favorable safety and tolerability, robust
PD target engagement in ileal tissue, and encouraging early signals of clinical activity. We believe these findings support the continued development of PALI-2108 as a potential
first therapy for both the inflammatory and fibrotic components of CD.

Global Phase 2 ASCENTRA-UC Clinical Trial of PALI-2108
On June 29, 2026, we announced that the FDA cleared our IND application for PALI-2108, enabling initiation of our global Phase 2 ASCENTRA-UC clinical trial.
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Our ASCENTRA-UC clinical trial design is a multi-center, randomized, double-blind, placebo-controlled, dose-ranging Phase 2 clinical trial designed to evaluate the efficacy, safety,
PK and PD of PALI-2108 in patients with moderately-to-severely active UC. The clinical trial is expected to enroll approximately 204 patients and evaluate two once-daily dose
levels of PALI-2108, 15 mg and 30 mg, compared with placebo.

The primary endpoint is clinical remission at week 12, as measured by the modified Mayo Score. Key secondary endpoints include clinical response, endoscopic improvement and
histologic-endoscopic mucosal improvement (HEMI). Following the 12-week induction period, eligible patients will continue into a 36-week maintenance phase designed to
evaluate durability of response through week 48.

We anticipate initiating patient enrollment in the ASCENTRA -UC clinical trial in the second half of 2026, with primary efficacy results expected in the second half of 2027.
Pipeline Expansion into Phase 2 ASCENTRA-CD Clinical Trial of PALI-2108

We continue to advance PALI-2108 development plans for the treatment of CD and we currently anticipate submitting an IND application to the FDA for a Phase 2 ASCENTRA-
CD clinical trial in the second half 0f 2026. If cleared by the FDA, the Phase 2 ASCENTRA-CD clinical trial will evaluate the efficacy, safety, PK and PD of PALI-2108 in patients
with moderately-to-severely active CD.
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RESULTS OF OPERATIONS

License Revenue

We generated no revenues fromthe sale of our product candidates for any of the periods presented. For each of the three and sixmonths ended June 30, 2026, we recognized
license revenue of approximately $0.5 million from the co-development and distribution agreement with Newsoara, a joint venture established by Biolead Medical Technology
Limited, as amended, (the "Newsoara Co-Development Agreement”). For the three and sixmonths ended June 30, 2025, we recognized no license revenue.

Research and Development Expenses

Our research and development expenses include:

esalaries and employee-related costs and benefits, including stock-based compensation;
elaboratory and vendor expenses related to the execution of preclinical and clinical trials;

sexpenses under agreements with third-party contract research organizations ("CROs"), investigative clinical trial sites that conduct research and development activities on
our behalf, and consultants;

scosts related to develop and manufacture preclinical study and clinical trial material; and
sregulatory expenses.

Our direct research and development expenses are tracked by product candidate and consist primarily of external costs, such as fees paid under third-party license agreements and
to outside consultants, CROs, clinical sites, contract development and manufacturing organizations ("CDMOs”) and research laboratories in connection with our process
development, manufacturing, preclinical and clinical development, and regulatory activities. We do not allocate employee costs and costs associated with our discovery efforts,
laboratory supplies and facilities, including other indirect costs, to specific product candidates because these costs are deployed across multiple programs and, as such, are not
separately classified. As needed, we manage third parties that are engaged to conduct our (i) research activities, (ii) preclinical, clinical and translational science development
activities, (iii) drug manufacturing activities, and (iv) process development.

General and Administrative Expenses

Our general and administrative expenses consist primarily of (i) salary and employee-related costs and benefits, including stock-based compensation, (ii) professional fees for legal,
intellectual property, investor and public relations, accounting and audit services, insurance costs, director and committee fees, and (iii) general corporate expenses.

Results of Operations
Comparison of the three months ended June 30, 2026 and 2025

The following table summarizes our results of operations for the three months ended June 30, 2026 and 2025 (in thousands):

Three Months Ended

June 30, Change
2026 2025 $ %

License revenue $ 500 S — $ 500 n/a
Operating expenses:

Research and development 7,400 1,675 5,725 342%

General and administrative 4,798 1,168 3,630 311%
Total operating expenses 12,198 2,843 9,355 329%
Loss fromoperations (11,698) (2,843) (8,855) 311%
Other (expense) income:

Interest expense — 2 2 (100)%

Other income, net 1,124 61 1,063 1743%
Total other income, net 1,124 59 1,065 1805%
Net loss $ 10,574y $ 2,784 $ (7,790 280%
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License revenue

During the three months ended June 30, 2026, we recognized license revenue of $0.5 million earned upon the achievement of a milestone under the Newsoara Co-Development
Agreement. During the three months ended June 30, 2025, we recognized no license revenue.

Research and Development Expenses

Our research and development expenses increased by approximately $5.7 million from approximately $1.7 million for the three months ended June 30, 2025 to approximately $7.4
million for the three months ended June 30, 2026. The increase is primarily attributable to an approximately $2.6 million increase in research and development employee-related
expenses, and an approximately $3.1 million net increase in PALI-2108 program expenses.

The increase in research and development employee-related expenses for the three months ended June 30, 2026, compared to the three months ended June 30, 2025, was primarily
due to an approximately $2.0 million increase in non-cash share-based compensation expense and an approximately $0.6 million increase in research and development salaries and
benefits expense due to higher research and development headcount necessary to support our PALI-2108 development strategy.

We recognized PALI-2108 programexpenses of approximately $4.4 million for the three months ended June 30, 2026, compared to PALI-2108 program expenses of approximately
$1.2 million for the three months ended June 30, 2025. Included in these programexpenses were (i) clinical operations costs, which increased from approximately $0.7 million for the
three months ended June 30, 2025 to approximately $2.3 million for the three months ended June 30, 2026, (ii) preclinical and translational science expenses, which increased froman
immaterial amount for the three months ended June 30, 2025 to approximately $1.0 million for the three months ended June 30, 2026, (iii) chemistry, manufacturing and controls
("CMC") expenses, which increased fromapproximately $0.4 million for the three months ended June 30, 2025 to approximately $0.8 million for the three months ended June 30,
2026, and (iv) other program expenses, which increased from an immaterial amount for the three months ended June 30, 2025 to approximately $0.3 million for the three months
ended June 30, 2026.

General and Administrative Expenses

Our general and administrative expenses increased by approximately $3.6 million from approximately $1.2 million for the three months ended June 30, 2025 to approximately $4.8
million for the three months ended June 30, 2026. The increase was primarily as a result of (i) an approximately $3.0 million increase in general and administrative employee-related
expenses driven by an approximately $2.7 million increase in non-cash share-based compensation expense and an approximately $0.3 million increase in general and administrative
salaries and benefits, (i) an approximately $0.3 million increase in professional fees, primarily legal fees, (iii) an approximately $0.1 million increase in shareholder services expense
due to the timing of our annual meeting of stockholders, which occurred in the second quarter of 2026 compared to the prior year's annual meeting of stockholders, which occurred
in the fourth quarter of 2025, (iv) an approximately $0.1 million increase in patent-related costs, and (v) an approximately $0.1 million increase in taxes and insurance.

Other (expense) income

Other income, net, for the three months ended June 30, 2026 and 2025 consists primarily of dividend income from our investments of excess cash in money market funds with
maturities of three months or less. The increase of $1.1 million for the three months ended June 30, 2026, compared to the three months ended June 30, 2025, is due to the increased
investment of excess cash in money market accounts after the October 2025 Offering, which is further described below.
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Comparison of the six months ended June 30, 2026 and 2025

The following table summarizes our results of operations for the sixmonths ended June 30, 2026 and 2025 (in thousands):

Six Months Ended

June 30, Change
2026 2025 $ %

License revenue $ 500 $ — S 500 n/a
Operating expenses:

Research and development 13,797 2,625 11,172 426%

General and administrative 9,149 2,528 6,621 262%
Total operating expenses 22,946 5,153 17,793 345%
Loss fromoperations (22,446) (5,153) (17,293) 336%
Other (expense) income:

Interest expense () 3) 2 67)%

Other income, net 2,273 142 2,131 1501%
Total other income, net 2,272 139 2,133 1535%
Net loss $ 20,174y $ 5014y $ (15,160 302%

License revenue

During the sixmonths ended June 30, 2026, we recognized license revenue of $0.5 million earned upon the achievement of a milestone under the Newsoara Co-Development
Agreement. During the sixmonths ended June 30, 2025, we recognized no license revenue.

Research and Development Expenses

Our research and development expenses increased by approximately $11.2 million from approximately $2.6 million for the sixmonths ended June 30, 2025 to approximately $13.8
million for the sixmonths ended June 30, 2026. The increase is primarily attributable to (i) an approximately $5.0 million increase in research and development employee-related
expenses, (i) an approximately $6.1 million net increase in PALI-2108 program expenses, and (iii) an approximately $0.1 million net increase in legacy programexpenses.

The increase in research and development employee-related expenses for the sixmonths ended June 30, 2026, compared to the sixmonths ended June 30, 2025, was primarily due to
an approximately $4.0 million increase in non-cash share-based compensation expense and an approximately $1.0 million increase in research and development salaries and benefits
expense due to higher research and development headcount necessary to support our PALI-2108 development strategy.

PALI-2108 program expenses were approximately $7.8 million for the sixmonths ended June 30, 2026, compared to PALI-2108 program expenses of approximately $1.7 million for the
sixmonths ended June 30, 2025. Included in these program expenses were (i) clinical operations costs, which increased fromapproximately $1.8 million for the sixmonths ended
June 30, 2025 to approximately $3.4 million for the sixmonths ended June 30, 2026, (ii) preclinical and translational science expenses, which increased froma credit of approximately
$0.6 million for the sixmonths ended June 30, 2025 to approximately $2.1 million for the sixmonths ended June 30, 2026, (iii) CMC expenses, which increased from approximately $0.1
million for the sixmonths ended June 30, 2025 to approximately $2.0 million for the sixmonths ended June 30, 2026, and (iv) other program expenses, which increased from
approximately $0.1 million for the sixmonths ended June 30, 2025 to approximately $0.3 million for the sixmonths ended June 30, 2026. The credit of approximately $0.6 million
recognized in preclinical and translational science expenses for the sixmonths ended June 30, 2025 relates to funds received by us from Giiant Pharma Inc. ("Giiant") pursuant to
our research collaboration and license agreement with Giiant, that did not recur in the sixmonths ended June 30, 2026.

General and Administrative Expenses

Our general and administrative expenses increased by approximately $6.6 million from approximately $2.5 million for the sixmonths ended June 30, 2025 to approximately $9.1 million
for the sixmonths ended June 30, 2026. The increase was primarily as a result of (i) an approximately $5.4 million increase in general and administrative employee-related expenses
due to an approximately $5.0 million increase in non-cash share-based compensation expense and an approximately $0.4 million increase in general and administrative salaries and
benefits, (i) an approximately $0.8 million increase in professional fees, primarily legal fees, (iii) an approximately $0.1 million increase in shareholder
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services expense due to the timing of our annual meeting of stockholders, which occurred in the second quarter of 2026 compared to the prior year's annual meeting of
stockholders, which occurred in the fourth quarter of 2025, (iv) an approximately $0.1 million increase in patent-related costs, (v) an approximately $0.1 million increase in taxes and
insurance, and (vi) an approximately $0.1 million increase in general corporate expenses.

Other (expense) income

Other income, net, was approximately $2.3 million for the sixmonths ended June 30, 2026 compared to approximately $0.1 million for sixmonths ended June 30, 2025. The increase
was driven by dividend income fromour investments of excess cash in money market funds with maturities of three months or less, which increased from approximately $0.1 million
for the sixmonths ended June 30, 2025 to approximately $2.3 million for sixmonths ended June 30, 2026 due to the increased investment of excess cash in money market accounts
after the October 2025 Offering.

Liquidity and Capital Resources

We expect to incur substantial losses for the foreseeable future. Since our inception, we have financed our operations through the sales of our securities, issuance of debt, the
exercise of common stock warrants, and to a lesser degree, grants and research contracts as well as the licensing of our intellectual property to third parties.

The October 2025 Offering, as further described below, significantly increased our available working capital and our ability to fund our operations into the foreseeable future.
Based on our current operating plan and our cash and cash equivalents balance of $125.2 million as of June 30, 2026, management believes that we have sufficient capital to fund
our operations through major clinical development milestones including a primary efficacy readout of our Phase 2 ASCENTRA-UC clinical trial that is expected in the second half of
2027 and a primary efficacy readout of our planned Phase 2 ASCENTRA-CD clinical trial that is expected in early 2028.

Future capital requirements will depend upon many factors, including the timing and extent of spending on research and development and market acceptance of our products, if
approved for commercial sale. We may seek additional funding through public and private financings, debt financings, collaboration agreements, strategic alliances and licensing
agreements. Although we have been successful in raising capital in the past, there is no assurance of success in obtaining such additional financing on terms acceptable to us, if at
all, and there is no assurance that we will be able to enter into collaborations or other arrangements. If we are unable to obtain funding, it could force delays, reduce or eliminate
research and development programs, product portfolio expansion or commercialization efforts, which could adversely affect our future business prospects, and the ability to
continue operations.

Pursuant to the underwritten offering of common stock and pre-funded warrants we completed on October 2, 2025 (the "October 2025 Offering"), we issued and sold (a) 113,240,564
shares of our common stock, par value $0.01 per share, at a public offering price of $0.70 per share, and (b) 83,914,280 pre-funded warrants to purchase one share of our common
stock, par value $0.01 per share, at a public offering price of $0.6999 per share. Net proceeds fromthe offering, including the full exercise of the underwriter's over-allotment option,
were approximately $127.6 million, consisting of gross cash proceeds of $138.0 million less underwriting discounts and commissions and other cash equity issuance costs of
approximately $10.4 million. We intend to use the net proceeds fromthe offering for working capital and general corporate purposes, including the development of PALI-2108 for
the treatment of UC and CD.

Refer to Note 5, Stockholders' Equity in Part I Item 1 of this Quarterly Report on Form 10-Q for further details of our recent equity transactions.

Cash Flows

As of June 30, 2026, we had $125.2 million in cash, cash equivalents and restricted cash. The following table shows a summary of our cash flows for the sixmonths ended June 30,
2026 and 2025 (in thousands):

Six Months Ended June 30,
2026 2025
Net cash used in operating activities $ (11,493) $ (4,150)
Net cash provided by (used in) financing activities 3,280 (254)
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Net Cash Used in Operating Activities

Cash used in operating activities was approximately $11.5 million for the sixmonths ended June 30, 2026, which reflects an approximately $20.2 million net loss adjusted for (i)
approximately $0.4 million of net cash outflows related to changes in operating assets and liabilities, and (i) certain non-cash items impacting the net loss, consisting primarily of an
approximately $9.1 million non-cash expense recognized for stock-based compensation and related charges. The net cash outflow fromoperating assets and liabilities was primarily
attributable to (i) a net cash outflow of approximately $1.0 million driven by the payment of annual employee cash bonuses in the period, partially offset by the current period
employee cash bonus accrual, (i) a net cash outflow of approximately $0.9 million driven by increased prepaid expenses and other current assets, due primarily to the timing of
payments for certain services and deferred equity issuance costs recognized that are associated with our shelf registration statement filed in May of 2026, and (iii) the recognition
of a $0.5 million accounts receivable for license revenue recognized for the achievement of a milestone under the Newsoara Co-Development Agreement, of which there was none
at December 31, 2025. These cash outflows were partially offset by an approximately $2.0 million cash inflow froman increase in accounts payable and accrued liabilities as of June
30, 2026, compared to December 31, 2025, primarily due to higher preclinical and translational science and CMC expenses in the period.

Cash used in operating activities was approximately $4.2 million for the sixmonths ended June 30, 2025, which reflects an approximately $5.0 million net loss adjusted for (i)
approximately $0.6 million of net cash inflows related to changes in operating assets and liabilities, and (ii) certain non-cash items impacting the net loss, consisting primarily of an
approximately $0.1 million non-cash expense recognized for stock-based compensation and related charges, and an approximately $0.1 million non-cash expense related to the write-
off of certain deferred equity issuance costs associated with our shelf registration statement that expired in April of 2025. The net cash inflow from operating assets and liabilities
was primarily attributable to a net cash inflow of approximately $1.2 million froman increase in accounts payable and accrued liabilities as of June 30, 2025 compared to December
31, 2024, partially offset by net cash outflow of approximately $0.5 million driven by the payment of annual employee cash bonuses in sixmonths ended June 30, 2025.

Net Cash Provided by Financing Activities

For the sixmonths ended June 30, 2026, cash provided by financing activities of approximately $3.3 million was primarily attributable to net cash proceeds of approximately $3.3
million fromthe issuance of our common stock to an investor and the issuance of our common stock in association with the Crohn's and Colitis Foundation Research Program
Funding Agreement, both of which are described in Note 5, Stockholders' Equity in Part I Item 1 of this Quarterly Report on Form 10-Q, and net cash proceeds of approximately
$0.2 million fromthe exercise of our common stock purchase warrants by certain investors. These cash proceeds were partially offset by the payment of equity issuance costs of
approximately $0.1 million related to certain recently completed financings and payments of approximately $0.1 million made on our insurance financing arrangement, which expired
in the second quarter of 2026 and was not renewed.

For the sixmonths ended June 30, 2025, cash used in financing activities of approximately $0.3 million was attributable to the payment of equity issuance costs of approximately
$0.2 million, primarily related to our underwritten equity offering completed in December of 2024, and payments made on our insurance financing arrangement of approximately $0.1
million.

Contractual Obligations

We currently have no significant contractual obligations.

Future Liquidity Needs

We have incurred significant operating losses and negative cash flows fromoperations since our inception. To date, we have not been able to generate significant revenues nor
achieve operating profitability. Based upon our cash and cash equivalents balance of $125.2 million as of June 30, 2026, we believe we have sufficient capital to fund our operations
through major clinical development milestones including a primary efficacy readout of our Phase 2 ASCENTRA-UC clinical trial that is expected in the second half of 2027 and a
primary efficacy readout of our planned ASCENTRA-CD clinical trial that is expected in early 2028. Notwithstanding, should our anticipated level of operations significantly
change, we may require additional financing sooner than anticipated. Further, beyond the readout expected in early 2028, we will require additional financing to continue at our
expected level of operations,
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which would include a potential Phase 3 clinical trial and possible commercialization of PALI-2108 for the treatment of UC and CD.

Critical Accounting Policies and Estimates

Our condensed consolidated financial statements have been prepared in accordance with generally accepted accounting principles in the United States of America ("U.S. GAAP”).
The preparation of financial statements in conformity with U.S. GAAP requires us to make estimates, judgments, and assumptions that impact the reported amounts of assets and
liabilities and the disclosure of contingent assets and liabilities as of the date of the balance sheet and the reported amounts of expenses during the reporting period. Our estimates
are based on historical experience, known trends, events and various other factors that we believe are reasonable under the circumstances, the results of which formthe basis for
making judgments about the carrying value of assets and liabilities that are not readily apparent from other sources. Actual results may differ fromthese estimates under different
assumptions or conditions. In making estimates and judgments, management employs critical accounting policies.

Our critical accounting estimates are discussed in Management’s Discussion and Analysis of Financial Condition and Results of Operations in Part II, Item 7 of our most recently
filed Annual Report on Form 10-K and include estimates related to accrued research and development expenses and our contingent consideration obligation. We believe there
have been no significant changes in our critical accounting policies and significant judgments and estimates since those disclosed in our most recently filed Annual Report on
Form 10-K.

Recently Issued or Adopted Accounting Pronouncements

See Note 2 to the notes to the condensed consolidated financial statements in Part 1 Item I of this Quarterly Report on Form 10-Q.

TEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are not required to provide the information required by this itemas we are considered a smaller reporting company, as defined by Rule 229.10(f)(1).

TEM 4. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

We maintain "disclosure controls and procedures,” as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act, that are designed to ensure that information required to be
disclosed in the reports that we file or submit under the Exchange Act is (1) recorded, processed, summarized and reported, within the time periods specified in the SEC’s rules and
forms and (2) accumulated and communicated to our management, including our principal executive officer and principal financial officer, to allow timely decisions regarding
required disclosure. Management recognizes that any controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving
their objectives and management necessarily applies its judgment in evaluating the cost-benefit relationship of possible controls and procedures.

Our management, with the participation of our Chief Executive Officer, who is also our Chief Financial Officer, evaluated the effectiveness of our disclosure controls and
procedures as of June 30, 2026. Based upon the evaluation, our Chief Executive Officer concluded that, as of June 30, 2026, our disclosure controls and procedures were not
effective at a reasonable assurance level as a result of the material weakness that existed in our internal control over financial reporting, as described below.

However, our management, including our Chief Executive Officer, has concluded that, notwithstanding the identified material weakness in our internal control over financial
reporting, the condensed consolidated financial statements in this Quarterly Report on Form 10-Q fairly present, in all material respects, our financial position, results of operations
and cash flows for the periods presented in conformity with U.S. GAAP.

Material Weakness in Internal Control over Financial Reporting

A material weakness is a deficiency, or a combination of deficiencies, in internal control over financial reporting, such that a reasonable possibility exists that a material
misstatement of our annual or interim consolidated financial statements would not be prevented or detected on a timely basis.

As previously disclosed, during the quarter ended June 30, 2021, we identified a material weakness in our internal controls over financial reporting due to a lack of controls in the
financial closing and reporting process, including a
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lack of segregation of duties and the documentation and design of formalized processes and procedures surrounding the creation and posting of journal entries and account
reconciliations. This material weakness contributed to a material weakness in our control activities based on the criteria set forth in the Committee of Sponsoring Organizations
2013 Framework. If not remediated, or if we identify further material weaknesses in our internal controls, our failure to establish and maintain effective disclosure controls and
procedures and internal control over financial reporting could result in material misstatements in our condensed consolidated financial statements and a failure to meet our
reporting and financial obligations.

As described below, management has begun designing the plan and executing the remediation actions to address the material weakness and further actions are ongoing as of June
30, 2026. The material weakness continues to be present as of June 30, 2026.

Remediation Efforts related to the Material Weakness

Management, with oversight fromthe Audit Committee of our Board of Directors, is actively engaged in remediation efforts to address the material weaknesses identified in the
management’s evaluation of internal controls and procedures. The remediation efforts summarized below, which have been or are in the process of being implemented, are intended
to address the identified material weakness.

(i)We have hired or contracted with additional finance and accounting employees with appropriate experience, certification, education and training.

(i))We have implemented new accounting and finance management software effective July 1, 2022, which is intended to eliminate some of the existing deficiencies in our
internal control environment. The information technology general controls implemented with the new accounting and finance management software will be documented
and tested for operating effectiveness.

(iii)We are in the process of updating our formal accounting policies, procedures and controls, including preparation and review of account reconciliations, review of
journal entries, and controls over period end financial reporting.

(iv)We have identified and implemented controls to address known segregation of duties deficiencies in our current control environment. The controls implemented to
remediate all segregation of duties deficiencies identified will be documented and tested for operating effectiveness.

(v)We will continue to implement, as needed, additional key internal controls designed to address the potential risks identified in our business processes. Our existing and
any additional controls implemented will be tested for operating effectiveness.

We believe that remediation steps taken to date have allowed us to address a number of the deficient controls within our internal control environment. However, the material
weakness identified above will not be considered remediated until we complete the design and implementation of our remediation plans and demonstrate the operating
effectiveness of our remediation efforts over a sufficient period of time and management has concluded, through testing, that these controls are operating effectively.

Changes in Internal Control Over Financial Reporting

There were no changes in our internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) during the quarter ended June 30, 2026 that have
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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PART I

OTHER INFORMATION
TEM 1. LEGAL PROCEEDINGS
None.
TEM 1A. RISK FACTORS
RISKFACTOR SUMMARY

The Company faces many risks and uncertainties, as more fully described in this Quarterly Report on Form 10-Q under the heading "Risk Factors.” Some of these risks and
uncertainties are summarized below. The summary below does not contain all of the information that may be important to you, and you should read this summary together with
the more detailed discussion of these risks and uncertainties contained in the section entitled "Risk Factors.”

Risks Related to Our Development, Commercialization and Regulatory Approval of Our Product Candidates
*Our business depends on the successful clinical development, regulatory approval, and commercialization of our lead asset PALI-2108.

*There are substantial risks in drug development, and, as a result, we may not be able to successfully develop any product candidate, including our lead clinical product
candidate, PALI-2108.

*We depend on our license agreement with Giiant Pharma Inc. ("Giiant") to permit us to use patents and patent applications relating to PALI-2108. Termination of these
rights or the failure to comply with our obligations under the license agreement could materially harm our business and prevent us fromdeveloping or commercializing
PALI-2108, our lead clinical product candidate.

Foreign regulatory authorities may not accept data generated fromour recently completed Phase 1 clinical trial of PALI-2108 in Canada.
*We may find it difficult to enroll patients in our clinical trials, which could delay or prevent us fromproceeding with clinical trials of our product candidates.

*We expect that our operations and development of PALI-2108 will require more capital than we currently have, and we cannot guarantee when or if we will be able to
secure such additional funding.

*Our product candidates, including our lead clinical product candidate PALI-2108, may cause undesirable side effects or have other unexpected properties that could delay
or prevent their regulatory approval, limit the commercial profile of an approved label, or result in post-approval regulatory action.

*There can be no assurance that our product candidates will obtain regulatory approval.

«If clinical studies of PALI-2108 do not yield successful results, we may discontinue the development of PALI-2108.

«It may take us longer than we estimate to complete clinical trials, and we may not be able to complete themat all.
Risks Related to Healthcare Laws and Other Legal Compliance Matters

*Recent and future changes in healthcare legislation and regulations may increase the difficulty and cost to obtain marketing approval for a drug candidate, increase the
costs to commercialize an approved product, and adversely affect the price set for such product.

*Our business operations and current and future relationships with contractors, investigators, healthcare professionals, consultants, third-party payors, patient
organizations, customers, and others will be subject to applicable healthcare regulatory laws, which could expose us to penalties.
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Risks Related to Our Business
*We have a limited operating history and have never generated any revenues fromproduct sales.

*Our business model assumes revenue from, among other activities, marketing or out-licensing the products we develop. PALI-2108 is in the early stages of clinical
development, and because we have a short development history with PALI-2108, there is a limited amount of information about us upon which you can evaluate our
business and prospects.

*We may choose to discontinue the development or commercialization of any of our product candidates, or may choose not to commercialize product candidates in
approved indications, at any time during development or after approval, which could adversely affect us and our operations.

*Our inability to successfully in-license, acquire, develop and market additional product candidates or approved products could impair our ability to grow our business.

*Changes in funding for the U.S. Food and Drug Administration ("FDA”) and other government agencies or comparable foreign regulatory authorities could hinder their
ability to hire and retain key leadership and other personnel, or otherwise prevent new products and services frombeing developed or commercialized in a timely manner or
otherwise prevent these agencies or authorities from performing normal business functions on which the operations of our business may rely, which could negatively
impact our business.

Risks Related to Our Dependence on Third Parties

*We currently rely on and we intend to continue to rely on third-party Contract Research Organizations ("CROs") and other third parties to conduct and oversee our
clinical trials. If these third parties do not meet our requirements or otherwise conduct the trials as required, we may not be able to satisfy our contractual obligations for,
obtain regulatory approval for, or commercialize our product candidates.

*We depend on two qualified suppliers for the active pharmaceutical ingredient used in the clinical trials of PALI-2108. Insufficient availability of the API or other raw
materials necessary to manufacture PALI-2108, or the inability of our suppliers to manufacture and supply our products on commercially reasonable terms, could adversely
impact our business, results of operations and financial condition.

*We expect to rely on collaborations with third parties for the successful development and commercialization of our product candidates.

*We currently rely on third-party contractors to supply, manufacture and distribute clinical drug supplies for our product candidates.

Risks Related to Our Financial Operations
*We have a history of net operating losses, and we expect to continue to incur net operating losses and may never achieve profitability.
*Failure to remediate a material weakness in internal controls over financial reporting could result in material misstatements in our condensed consolidated financial
statements.

Risks Related to Our Intellectual Property

*We may not be able to obtain, maintain or enforce global patent rights or other intellectual property rights that cover our product candidates and technologies that are of
sufficient breadth to prevent third parties from competing against us.

«If we fail to comply with our obligations under our intellectual property license agreements, we could lose license rights that are important to our business.
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RISKFACTORS

Investing in our securities involves a high degree of risk. Before investing in our securities, you should carefully consider the risks and uncertainties discussed under "Risk
Factors” in our latest annual report on Form 10-K and subsequent quarterly reports on Form 10-Q and current reports on Form 8-K. Before making an investment decision,
you should carefully consider each of the following risks described below, together with all other information set forth in or incorporated in this Quarterly Report on Form
10-Q, including the condensed consolidated financial statements and the related notes. The risks described in this Quarterly Report on Form 10-Q are not the only ones we
face, but those that we consider to be material. Additional risks not presently known to us or that we currently believe are immaterial may also significantly impair our
business operations and could result in a complete loss of your investment. Past financial performance may not be a reliable indicator of future performance, and historical
trends should not be used to anticipate results or trends in fiture reporting periods. If any of the following risks actually occur, our business, financial condition, results of
operations or cash flow could be seriously harmed. This could cause the market price of our common stock to decline, and you could lose all or part of your investment.

Risks Related to Our Development, Commercialization and Regulatory Approval of Our Product Candidates

Our business depends on the successfil clinical development, regulatory approval, and commercialization of our lead asset PALI-2108.

On October 9, 2024, Health Canada approved our Canadian Clinical Trial Application ("CTA”) to commence a Phase 1 clinical trial for PALI-2108 in Canada. On November 7, 2024,
we commenced the Phase 1 clinical trial of PALI-2108. On May 27, 2025, we announced positive results fromthe SAD, MAD and FE cohorts in healthy volunteers and on August
7,2025 and September 17, 2025, we announced positive results fromthe UC cohort portion of the study. The clinical study successfully met its primary endpoints of safety,
tolerability, and PK. On October 16, 2025, we dosed our first patients in an exploratory Phase 1b cohort in FSCD to evaluate the safety, tolerability, PK, and PD of once-daily oral
dosing of PALI-2108 over a 14-day treatment period as well as evaluate tissue-level pharmacology and molecular responses using paired ileal biopsies and peripheral blood
mononuclear cells. On March 30, 2026, we announced positive results fromthe exploratory Phase 1b cohort in FSCD. The study demonstrated favorable safety and tolerability,
robust PD target engagement in ileal tissue, and encouraging early signals of clinical activity in the five patients with FSCD that were dosed. On June 29, 2026, we announced that
the FDA has cleared our Investigational New Drug Application ("IND”) application for PALI-2108, enabling initiation of our global Phase 2 ASCENTRA-UC clinical trial. In parallel
with our ASCENTRA-UC clinical trial, we continue to advance PALI-2108 development plans for the treatment of CD and currently anticipate submitting an IND application to the
FDA for a Phase 2 ASCENTRA-CD clinical trial in the second half of 2026.

Our success depends on the development and clinical success of PALI-2108, which is subject to a number of risks, including:
sthe continued enforceability of our research collaboration and license agreement with Giiant;

stimely and successful completion of required clinical trials, which may be significantly slower or costlier than we anticipate and/or produce results that do not achieve the
primary or secondary endpoints of the trial(s);

eour ability to develop and implement clinical trial designs and protocols;

sthe successful initiation and completion of our currently planned clinical trials and any additional required preclinical studies;

eour ability to retain third-party CROs on terms acceptable to us for the conduct and oversight of our current and anticipated clinical trials;

eour ability to fund the development costs related to PALI-2108’s clinical development;

the approval by the FDA, Health Canada, or other regulatory authorities to commence the marketing of our product candidates;

«the ability for us and third-parties, if applicable, to achieve and maintain compliance with our contractual obligations and applicable regulatory requirements;

«the ability of our contract manufacturers to manufacture sufficient supply of our product candidates to meet the required clinical trial supplies and any additional required

preclinical studies;
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«the ability of our contract manufacturers to remain in good standing with regulatory agencies and to develop, validate and maintain commercially viable manufacturing
facilities and processes that are compliant with cGMP regulations;

~our ability to obtain favorable labeling for our product candidates through regulators that allows for successful commercialization;

eacceptance by physicians, insurers, payors, and patients of the beneficial quality, safety and efficacy of our product candidates, if approved, including relative to
alternative and competing treatments;

~our ability to price our product candidates to recover our development costs and applicable milestone or royalty payments, and generate a satisfactory profit margin; and

eour ability and our applicable collaboration and licensing partners’ ability to establish and enforce intellectual property rights related to our product candidates and
technologies.

If we do not achieve one or more of these factors, many of which are beyond our control, in a timely manner or at all, we could experience significant delays or an inability to obtain
regulatory approvals or commercialize our proposed product candidates. We must also complete a number of additional clinical trials prior to obtaining regulatory approval to
commercialize our product candidates. Accordingly, we cannot make assurances that we will ever be able to generate sufficient revenue through the sale of any product
candidates, if approved, to internally fund our business.

There are substantial risks in drug development, and, as a result, we may not be able to successfully develop any product candidate, including our lead clinical product
candidate, PALI-2108.

We have commenced our clinical trials of PALI-2108 for the treatment of UC and CD. Drug development requires a significant amount of capital and can take a long time to reach
commercial viability, if it can be achieved at all. During the development process, we may experience technological barriers that we may be unable to overcome. Further, certain
underlying premises in our development programs have not been proven. Because of these and similar uncertainties, it is possible that our product candidates will not reach
commercialization. If we are unable to successfully develop and commercialize our product candidates, including our lead clinical product candidate, PALI-2108, we will be unable
to generate revenue or build a sustainable or profitable business.

We depend on our license agreement with Giiant to permit us to use patents and patent applications relating to PALI-2108. Termination of these rights or the failure to
comply with our obligations under the license agreement could materially harm our business and prevent us from developing or commercializing PALI-2108, our lead
clinical product candidate.

We are a party to the Giiant License Agreement under which we have been granted rights to patents and patent applications that are important to our business. We rely on this
license agreement to be able to use various proprietary technologies that are material to our business, including patents, and patent applications that cover PALI-2108. Our rights
to PALI-2108 are subject to the continuation of, and our compliance with, the terms of the Giiant License Agreement. If we fail to comply with any of our obligations under the
Giiant License Agreement, Giiant may have the right to terminate the Giiant License agreement, in which event we would not be able to continue the development or our proposed
commercialization of PALI-2108. Additionally, disputes may arise under the Giiant License Agreement regarding the intellectual property that is subject to such agreement. If
disputes over intellectual property that we have licensed, or in the future may license, prevent or impair our ability to maintain any of our license agreements, including the Giiant
License Agreement, on acceptable terms, we may be unable to successfully develop and commercialize the affected product candidates and technologies.

Clinical drug development is expensive, time-consuming and uncertain.

The clinical development of product candidates is very expensive, time-consuming, difficult to design and implement, and the outcomes are inherently uncertain. Most product
candidates that commence clinical trials are never approved by regulatory authorities for commercialization and of those that are approved, many do not generate sufficient
revenue to cover their costs of development. In addition, we, any partner with which we may collaborate, the FDA, Health Canada, or any similar regulatory authority, state and
local agencies, counterpart agencies in foreign countries, or the applicable Institutional Review Board ("IRB") at our trial sites, may suspend, delay, require modifications to or
terminate our clinical trials, once begun, at any time.
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Foreign regulatory authorities may not accept data generated fiom our recently completed Phase 1 clinical trial of PALI-2108 in Canada.

We recently completed a Phase 1 clinical trial of PALI-2108 in Canada and have received approval fromthe FDA to conduct a Phase 2 clinical trial of PALI-2108 in the U.S.
However, our Phase 2 clinical trial of PALI-2108 for the treatment of UC s designed as a global trial, and we have not received approval from other foreign regulatory authorities to
commence any clinical trials outside of the U.S., and there is no guarantee that we will be able to obtain such approval in a timely manner, if at all. Although requirements vary by
jurisdiction, the acceptance of foreign clinical data is subject to certain conditions, including whether the trial was conducted in accordance with good clinical practices ("GCP”)
and whether the foreign regulatory authority can validate the trial data through on-site inspections or other means. Moreover, the foreign regulatory authority will assess whether
the trial design, patient population, endpoints, and other factors meet the standards expected for clinical trials conducted within that foreign jurisdiction.

In addition, regulatory approval for clinical trials and eventual drug approval in foreign jurisdictions can be influenced by several factors, including:
the adequacy and relevance of the Phase 1 clinical trial data in supporting progression to Phase 2, as evaluated by the foreign regulatory authority;
«the ability of the trial to meet safety, efficacy, and other scientific requirements set by the foreign regulatory authority, which may differ fromthose of Health Canada;

swhether the clinical trial was conducted under a recognized regulatory authority, and whether foreign regulatory authority oversight is possible through monitoring or
inspection of clinical sites; and

«the foreign regulatory authority's consideration of the risk-benefit ratio for continuing clinical development in the foreign jurisdiction, particularly based on data froma
population other than their own.

There can be no assurance that we will successfully obtain foreign regulatory authority approval to initiate a Phase 2 clinical trial outside of the U.S.

We may find it difficult to enroll patients in our clinical trials, which could delay or prevent us from proceeding with clinical trials of our product candidates.

Identifying and qualifying subjects to participate in our currently planned and anticipated future clinical trials is critical to our success. Our inability to enroll patients in our clinical
trials on a timely basis could result in the trials being delayed or never completed.

Patient enrollment and trial completion are affected by numerous additional factors, including the:
eprocess for identifying patients;
edesign of the trial protocol;
eeligibility and exclusion criteria;
eperceived risks and benefits of the product candidate under study;
eavailability of competing therapies and clinical trials;
sseverity of the disease under investigation;
eproximity and availability of clinical trial sites for prospective patients;
«ability to obtain and maintain patients’ consents;
erisk that enrolled patients will drop out before completion of the clinical trial;
epatient referral practices of physicians; and,
«ability to monitor patients adequately during and after treatment.

If we have difficulty enrolling a sufficient number of patients to conduct our clinical trials as planned, we may need to delay, limit or terminate ongoing or planned clinical trials, any
of which would have an adverse effect on our business, financial condition, results of operations and prospects.
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We expect that our operations and development of PALI-2108 will require more capital than we currently have, and we cannot guarantee when or if we will be able to secure
such additional funding.

We have historically funded our operations and prior development efforts through the sale of our securities. We believe we currently have sufficient capital to fund our operations
through major clinical development milestones including a primary efficacy readout of our ASCENTRA-UC clinical trial that is expected in the second half of 2027 and a primary
efficacy readout of our planned ASCENTRA-CD clinical trial that is expected in early 2028. Notwithstanding the foregoing, we may need to secure additional funding. If we are not
able to obtain additional capital in the future or on acceptable terms, we may need to curtail our anticipated clinical trials as well as our operations.

Our product candidates, including our lead clinical product candidate, PALI-2108, may cause undesirable side effects or have other unexpected properties that could delay
or prevent their regulatory approval, limit the commercial profile of an approved label, or result in post-approval regulatory action.

Unforeseen side effects from PALI-2108 could arise either during clinical development or, if approved, after it has been marketed. Undesirable side effects could cause us, any
partners with which we may collaborate, or regulatory authorities to interrupt, extend, modify, delay or halt clinical trials and could result in a more restrictive or narrower label or
the delay or denial of regulatory approval by the FDA, or comparable regulatory authorities like Health Canada.

Results of clinical trials could reveal a high and unacceptable severity and prevalence of side effects. In such an event, trials could be suspended or terminated, and the FDA, or
comparable regulatory authorities like Health Canada, could order us to cease further development of or deny approval of a product candidate for any or all targeted indications.
The drug-related side effects could affect patient recruitment or the ability of enrolled patients to complete the trial or result in product liability claims. Any ofthese occurrences

may have an adverse material effect on our business, financial condition, operating results and prospects.

Additionally, if we or others identify undesirable side effects, or other previously unknown problems, caused by a product after obtaining regulatory approval, a number of
potentially negative consequences could result, which could prevent us or our potential partners fromachieving or maintaining market acceptance of the product and could
substantially increase the costs of commercializing such product.

There can be no assurance that our product candidates will obtain regulatory approval.
The sale of human therapeutic products in the U.S. and foreign jurisdictions is subject to extensive and time-consuming regulatory approval, which requires, among other things:
epreclinical and clinical data required for the submission of an IND or CTA;
controlled research and human clinical testing;
sestablishment of the safety and efficacy of the proposed product candidate;
sgovernment review and approval of a submission containing manufacturing, preclinical and clinical data; and
sadherence to cGMP regulations during production and storage.

PALI-2108 will require significant development, clinical testing, possibly additional preclinical studies, and the investment of significant funds to gain regulatory approval before it
can be commercialized. Although we recently received regulatory approval fromthe FDA to conduct our Phase 2 clinical trial of PALI-2108 for the treatment of UC, there can be no
assurance that we will receive regulatory approval fromthe FDA, or any other regulatory agency, to conduct our Phase 2 clinical trial of PALI-2108 for the treatment of CD and/or
Phase 3 clinical trials in the U.S., or other foreign jurisdictions. The results of our human clinical testing of PALI-2108 may not meet applicable regulatory requirements. If approved
in a jurisdiction, PALI-2108 may also require the completion of post-market studies. The process of completing clinical testing and obtaining the required approvals is expected to
take a number of years and require the use of substantial resources. Further, there can be no assurance that PALI-2108 will be shown to be safe and effective throughout our
clinical trials or receive applicable regulatory approvals.

On June 28, 2024, the U.S. Supreme Court issued an opinion holding that courts reviewing agency action pursuant to the Administrative Procedure Act "must exercise their
independent judgment” and "may not defer to an agency interpretation of the law simply because a statute is ambiguous.” The decision will have a significant impact on how lower
courts evaluate challenges to agency interpretations of law, including those by the FDA and other agencies with significant oversight of the biopharmaceutical industry. The new
framework is likely to increase both the frequency
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of'such challenges and their odds of success by eliminating one way in which the government previously prevailed in such cases. As a result, significant regulatory policies will be
subject to increased litigation and judicial scrutiny.

If we fail to obtain regulatory approvals, or if there are significant changes in regulatory policies that result in increased litigation and judicial scrutiny leading to unexpected delays
and increased cost, we may not be able to market PALI-2108 and our operations will be adversely affected.

If clinical studies of PALI-2108 do not yield successfil results, we may discontinue the development of PALI-2108.

We nust demonstrate that PALI-2108 is safe and efficacious in humans through extensive clinical testing. We may experience numerous unforeseen events during, or as a result
of, the testing process that could delay or prevent commercialization of any products, including the following:

ssafety and efficacy results attained in preclinical and clinical studies to date may not be indicative of results that are obtained in our future clinical trials;
eafter reviewing early clinical trial results, we may abandon projects that we previously believed to be promising;
*we or our regulators may suspend or terminate our clinical trials because the participating subjects or patients are being exposed to unacceptable health risks; and

*PALI-2108 may not have the desired effects or may include undesirable side effects or other characteristics that preclude regulatory approval or limit their commercial use
ifapproved.

It may take us longer than we estimate to complete clinical trials, and we may not be able to complete them at all.

Although for planning purposes we project the commencement, continuation and completion of our clinical trials; a number of factors, including scheduling conflicts with
participating researchers and/or CROs, clinicians and research or clinical institutions, and difficulties in identifying or enrolling patients who meet trial eligibility criteria, may cause
significant delays. Even if we were to commence and complete our clinical trials involving PALI-2108 as currently contemplated, they may not be successful.

Evenif PALI-2108 is approved for commercialization, future regulatory reviews or inspections may result in its suspension or withdrawal, closure of a facility or substantial
fines.

Ifregulatory approval to market and commercialize PALI-2108 is received, regulatory agencies will subject PALI-2108, as well as the manufacturing facilities, to continual review
and periodic inspection. If previously unknown problems with a product or manufacturing and laboratory facility are discovered, or we fail to comply with applicable regulatory
approval requirements, a regulatory agency may impose restrictions on PALI-2108 or us. The agency may require the withdrawal of PALI-2108 from the market, closure of the
facility or substantial fines.

The successful commercialization of PALI-2108, if approved, will depend in part on the extent to which government authorities and health insurers establish adequate
reimbursement levels and pricing policies.

Sales of any approved drug candidate will depend in part on the availability of coverage and reimbursement from third-party payers such as government insurance programs in the
applicable jurisdiction, including, for example, Medicare and Medicaid in the U.S., private health insurers, health maintenance organizations and other health care related
organizations, who are increasingly challenging the price of medical products and services. Accordingly, coverage and reimbursement may be uncertain. Adoption of any drug by
the medical community may be limited if third-party payers will not offer coverage. Additionally, significant uncertainty exists as to the reimbursement status of newly approved
drugs. Cost control initiatives may decrease coverage and payment levels for any drug and, in turn, the price that we will be able to charge and/or the volume of our sales. We are
unable to predict all changes to the coverage or reimbursement methodologies that will be applied by private or government payers. Any denial of private or government payer
coverage or inadequate reimbursement could harm our business or future revenues, if any. If we partner with third parties with respect to any of our product candidates, we may be
reliant on that partner to obtain reimbursement from government and private payors for the drug, if approved, and any failure of that partner to establish adequate reimbursement
could have a negative impact on our revenues and profitability.

In addition, both the federal and state governments in the U.S. and foreign governments continue to propose and pass new legislation, regulations, and policies affecting coverage
and reimbursement rates, which are designed to contain or reduce the cost of health care. Further federal and state proposals and healthcare reforms are likely, which could limit the
prices that can be charged for the product candidates that we develop and may further limit our commercial opportunity. There may be future changes that result in reductions in
potential coverage and reimbursement levels for our product candidates, if approved and commercialized, and we cannot predict the scope of any future changes or the impact that
those changes would have on our operations.
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If future reimbursement for PALI-2108, subject to approval, is substantially less than projected, or rebate obligations associated with themare substantially greater than expected,
our future net revenue and profitability, if any, could be materially diminished.

We face potential product liability exposure, and if successful claims are brought against us, we may incur substantial liability for a product candidate and we may need to
limit our commercialization.

The use of our product candidates in clinical trials and the sale of any products for which we obtain marketing approval exposes us to the risk of product liability claims. Product
liability claims might be brought against us by clinical trial participants, consumers, health-care providers, pharmaceutical companies, or others selling our products. If we cannot
successfully defend ourselves against these claims, we may incur substantial liabilities. Regardless of merit or eventual outcomes of such claims, product liability claims may result
in:

edecreased demand for our product candidates;

simpairment of our business reputation;

swithdrawal of clinical trial participants;

ecosts of litigation;

ssubstantial monetary awards to patients or other claimants; and
*loss of revenues.

Our insurance coverage may not be sufficient to reimburse us for all expenses or losses we may suffer. Moreover, insurance coverage is becoming increasingly expensive, and, in
the future, we may not be able to maintain insurance coverage at a reasonable cost or in sufficient amounts to protect us against losses.

Even if a product candidate obtains regulatory approval, it may fail to achieve the broad degree of physician and patient adoption and use necessary for commercial success.

The commercial success of our product candidates, if approved, will depend significantly on attaining broad adoption and use of the drug by physicians and patients. The degree
and rate of physician and patient adoption of a product, if approved, will depend on a number of factors, including but not limited to:

patient demand for approved products that treat the indication for which they are approved,

sthe effectiveness of a product compared to other available therapies or treatment regimens;

sthe availability of coverage and adequate reimbursement frommanaged care plans and other healthcare payors;

sthe cost of treatment in relation to alternative treatments and willingness to pay on the part of patients;

sinsurers’ willingness to see the applicable indication as a disease worth treating;

sproper administration by physicians or patients;

epatient satisfaction with the results, administration and overall treatment experience;

elimitations or contraindications, warnings, precautions or approved indications for use different than those sought by us that are contained in the final approved labeling;
eany requirement of an authoritative regulatory body to undertake a risk evaluation and mitigation strategy;

«the effectiveness of our sales, marketing, pricing, reimbursement and access, government affairs, and distribution efforts;
cadverse publicity about a product or favorable publicity about competitive products;

snew government regulations and programs, including price controls and/or limits or prohibitions on ways to commercialize drugs, such as increased scrutiny on direct-to-
consumer advertising of pharmaceuticals; and

epotential product liability claims or other product-related litigation.
Ifany of our product candidates are approved for use but fail to achieve the broad degree of physician and patient adoption necessary for commercial success, our operating

results and financial condition will be adversely affected, which may delay, prevent or limit our ability to generate revenue and continue our business.
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Risks Related to Healthcare Laws and Other Legal Compliance Matters

Recent and future changes in healthcare legislation and regulations may increase the difficulty and cost to obtain marketing approval for a drug candidate, increase the
costs to commercialize an approved product, and adversely affect the price set for such product.

In the United States and other jurisdictions, there have been, and we expect there will continue to be, a number of legislative and regulatory changes to the healthcare systemthat
could impact the future results of our operations. In particular, there have been and continue to be a number of initiatives at the U.S. federal and state levels with the stated
objective to reduce healthcare costs and improve the quality of healthcare. For example, in March 2010, ACA was enacted, which substantially changed the way healthcare is
financed by both governmental and private insurers. The ACA and its implementation continue to evolve as a result of legislative, administrative, and judicial developments.
Further changes remain possible, which may potentially negatively affect pricing, coverage, or reimbursement for any product candidates that we may commercialize in the future,
including PALI-2108.

In addition to the ACA, U.S. governments continue to seek to adopt healthcare policies and reforms intended to curb healthcare costs, such as federal or state controls on
payment for drugs (including under Medicare, Medicaid, and commercial health plans). For example, the Budget Control Act of 2011 resulted in aggregate reductions, or
sequestration, of Medicare payments to providers. Sequestration is currently set at 2% and will increase to 2.25% for the first half of fiscal year 2030, to 3% for the second half of
fiscal year 2030, and to 4% for the remainder of the sequestration period that lasts through the first sixmonths of fiscal year 2031. In January 2013, the American Taxpayer Relief
Act 0f 2012 was signed into law, which, among other things, adjusted Medicare payments to several types of providers, including hospitals, imaging centers and cancer treatment
centers, and increased the statute of limitations period for the government to recover overpayments to providers fromthree to five years.

More recently, the IRA requires, among other things, the U.S. Secretary of the Department of HHS to negotiate, with respect to Medicare units and subject to a specified cap, the
price of a set number of certain high spend Medicare Part B and D drugs and biologicals per year (the Maximum Fair Price), with prices taking effect starting in 2026. The IRA also
makes several changes to the Medicare Part D benefit, including capping patient out-of-pocket spending at $2,000 beginning in 2025, subject to annual increases tied to aggregate
Part D expenditures, while imposing new discount obligations for pharmaceutical manufacturers and payors (and sunsetting the coverage gap and coverage gap discount
program), which could negatively affect our business and financial condition. If we are not in compliance with obligations under the Medicare Part D benefit redesign, we could be
subject to civil monetary penalties. In addition, the IRA establishes Medicare Part B and Part D inflation rebate schemes, under which manufacturers will owe rebates to Medicare
if, generally speaking, the average sales price of a Part B drug, or the annualized average manufacturer price of a Part D drug, increases faster than the pace of inflation. The failure
to timely pay an inflation rebate may result in a civil monetary penalty. Since the IRA was enacted, the CMA has taken various steps to implement the drug pricing provisions of
the law. This includes, on a quarterly basis, releasing a list of Medicare Part B products that had an adjusted coinsurance rate based on the inflationary rebate provisions of the
IRA, as well as guidance and regulations governing the same issuing guidance detailing the requirements and parameters of the first rounds of price negotiations and effectuation
of the Maximum Fair Price and negotiating the Maximum Fair Price for the first 10 drugs subject to negotiation and releasing the list of next 15 drugs. While it remains to be seen
how the drug pricing provisions imposed by the IRA will affect the broader pharmaceutical industry (including orphan drug development), several pharmaceutical manufacturers
and other industry stakeholders have challenged the law, including through lawsuits brought against federal agencies challenging the constitutionality and administrative
implementation of the IRA’s drug price negotiation provisions. The IRA and any other similar laws introduced in the future may result in additional reductions in Medicare and
other healthcare funding, which could negatively affect our future revenues and results of operations.

Individual states in the United States have also become increasingly aggressive in seeking to pass legislation and implementing regulations designed to control pharmaceutical
and biological product pricing. Such measures could harmour business, results of operations, financial condition, and prospects. For example, an emerging trend at the state level
is the establishment of prescription drug affordability boards, some of which will prospectively permit certain states to establish upper payment limits for drugs that the state has
determined to be "high-cost”. We expect that additional state reform measures will be adopted in the future, any of which could limit the amounts that state governments will pay
for healthcare products and services, which could result in reduced demand or lower pricing for our product candidates, or additional pricing pressures.

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

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

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

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

sthe U.S. federal false claims and civil monetary penalties laws, including the FCA, which prohibits any person from, among other things, knowingly presenting, or causing
to be presented false or fraudulent claims for payment of government funds; knowingly making, using or causing to be made or used, a false record or statement material to
an obligation to pay money to the government or knowingly and improperly avoiding, decreasing or concealing an obligation to pay money to the U.S. federal government.
In addition, any claims submitted as a result of a violation of the Anti-Kickback Statute constitute false claims and are subject to enforcement under the FCA.
Pharmaceutical manufacturers can be held liable under the FCA even when they do not submit claims directly to government payors if they are deemed to "cause” the
submission of false or fraudulent claims. The FCA can be enforced by the U.S. Department of Justice or through whistleblower or qui tamactions filed by private citizens
on behalf of the federal government;

ecertain criminal provisions enacted as part of HIPAA prohibit, among other things, knowingly and willfully executing or attempting to execute a scheme to defraud any
healthcare benefit program, knowingly and willfully embezzling or stealing froma health care benefit program, willfully obstructing a criminal investigation of a health care
offense, or knowingly and willfully making false statements relating to healthcare matters, regardless of the payor (e.g., public or private). Similar to the Anti-Kickback
Statute, a person or entity does not need to have actual knowledge of the statute or specific intent to violate it in order to have committed a violation;

*HIPA A and the respective implementing regulations, which impose, among other things, specified requirements relating to privacy, security and breaches of individually
identifiable health information by covered entities subject to the rule, such as health plans, healthcare clearinghouses and healthcare providers as well as their business
associates that perform certain services involving the creation, receipt, maintenance, or transmission of protected health information. HIPAA provides for criminal
penalties, as well as civil monetary penalties, and is enforced by the Office of Civil Rights within the HHS as well as state attorneys general, which can file civil actions for
damages or injunctions in federal courts and seek attorneys’ fees and costs associated with pursuing federal civil actions;

*Under, section 5 of the Federal Trade Commission ("FTC") Act ("FTC Act"), the FTC expects a company's data privacy and security measures to be reasonable and
appropriate in light of the sensitivity and volume of consumer information it holds, the size and complexity of its business, and the cost of available tools to improve
security and reduce vulnerabilities. Failure to meet these standards may constitute unfair or deceptive acts or practices in violation of the FTC Act. The FTC also has the
power to enforce the Health Breach Notification Rule, which imposes notification obligations on companies for breaches of certain health information contained in personal
health records;
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«the FDCA, which prohibits, among other things, the adulteration or misbranding of drugs, biologics, and medical devices;
federal consumer protection and unfair competition laws, which broadly regulate marketplace activities and activities that potentially harm consumers;

sthe U.S. federal Physician Payments Sunshine Act, enacted as part of the ACA, and its implementing regulations, which requires certain manufacturers of drugs, devices,
biologics, and medical supplies that are reimbursable under Medicare, Medicaid, or the Children’s Health Insurance Program, along with others, to track and report
annually to the government information related to certain payments and other transfers of value to U.S.-licensed physicians, physician assistants, nurse practitioners,
clinical nurse specialists, certified nurse anesthetists, anesthesiology assistants certified nurse-midwives, and teaching hospitals, as well as ownership and investment
interests held by certain physicians and their immediate family members in the manufacturer;

sthe federal Civil Monetary Penalties Law, which authorizes the imposition of substantial monetary penalties against an entity, such as a pharmaceutical manufacturer, that
engage in activities including, among others (1) knowingly presenting, or causing to be presented, a claim for services not provided as claimed or that is otherwise false or
fraudulent in any way; (2) arranging for or contracting with an individual or entity that is excluded from participation in federal health care programs to provide items or
services reimbursable by a federal health care program; (3) violations of the Anti-Kickback Statute; or (4) failing to report and return a known overpayment;

«analogous U.S. state laws and regulations, including: state anti-kickback and false claims laws, which may apply to items or services reimbursed by any third-party payor,
including private insurers; state laws that require pharmaceutical companies to comply with the pharmaceutical industry’s voluntary compliance guidelines and the
relevant compliance guidance promulgated by the U.S. federal government, or otherwise restrict payments that may be made to healthcare providers and other potential
referral sources; state laws and regulations that require drug manufacturers to file reports relating to pricing and marketing information that require the tracking of gifts and
other remuneration and items of value provided to healthcare professionals and entities; and state laws governing privacy, security, and breaches of health information in
certain circumstances, many of which differ fromeach other in significant ways and often are not preempted by HIPAA, thus complicating compliance efforts. For example,
the CCPA, as amended by the CPRA, establishes certain requirements for data use and sharing transparency and provides California consumers (as defined in the law)
certain rights concerning the use, disclosure, and retention of their personal data. Such rights include rights to access and delete personal information, opt out of certain
personal information sharing, and receive detailed information about how personal information is used. The CCPA provides for civil penalties for violations, as well as a
private right of action for data breaches—involving certain types of personal information—that is expected to increase data breach litigation. The CCPA may increase our
compliance costs and potential liability. Numerous other states, such as Virginia, Colorado, Utah, New York, and Connecticut, have enacted privacy laws similar to the
CCPA, and sone states, like Washington and Nevada, have enacted health privacy specific laws that grant heightened rights with respect to health information;

esimilar healthcare laws and regulations in the EU, and other jurisdictions, including reporting requirements detailing interactions with and payments to healthcare
providers and laws governing the privacy and security of personal information, such as, where applicable, the General Data Protection Regulation, including as
implemented in the UK, or GDPR, which imposes obligations and restrictions on the processing of personal data relating to individuals located in the EU and the European
Economic Area ("EEA”) (including health data); and

elaws and regulations prohibiting bribery and corruption such as the FCPA, which, among other things, prohibits U.S. companies and their employees and agents from
authorizing, promising, offering, or providing, directly or indirectly, corrupt or improper payments or anything else of value to foreign government officials, employees of
public international organizations or foreign government-owned or affiliated entities, candidates for foreign public office, and foreign political parties or officials thereof.

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

If our operations are found to be in violation of any of the laws described above or any other governmental laws and regulations that may apply to us, we may be subject to
actions including the imposition of civil, criminal, and administrative penalties, damages (potentially up to treble damages), disgorgement, monetary fines, exclusion from
participation in Medicare, Medicaid, and other federal healthcare programs, individual imprisonment, contractual damages, reputational harm, diminished profits and future
earnings, additional reporting requirements, or oversight if we become subject to a corporate integrity agreement or similar agreement to resolve allegations of noncompliance with
these laws, and curtailment or restructuring of our operations, any of which could adversely affect our ability to operate our business and our results of operations. Further,
defending against any such actions can be costly, time consuming, and may require significant personnel resources. Therefore, even if we are successful in defending against any
such actions that may be brought against us, our business may be adversely affected.

We are subject to environmental, health and safety laws and regulations, and we may become exposed to liability and substantial expenses in connection with environmental
compliance or remediation activities.

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

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

We are subject to certain U.S. and foreign anti-corruption, anti-money laundering, export control, sanctions, and other trade laws and regulations. We can face serious
consequences for violations.

U.S. and foreign anti-corruption, anti-money laundering, export control, sanctions, and other trade laws and regulations, which we collectively refer to as Trade Laws, prohibit,
among other things, companies and their employees, agents, clinical research organizations, legal counsel, accountants, consultants, contractors, and other partners from
authorizing, promising, offering, providing, soliciting, or receiving directly or indirectly, corrupt or improper payments or anything else of value to or fromrecipients in the public or
private sector. Exports of our products are further subject to export controls and sanctions laws and regulations imposed by the U.S. government and administered by the U.S.
Departments of State, Commerce, and Treasury. U.S. export control laws may require a license or other authorization to export products to certain destinations and end users. In
addition, U.S. economic sanctions laws include restrictions or prohibitions on engaging in any transactions or dealings, including receiving investment or financing from, or
engaging in the sale or supply of products and services to, U.S. sanctioned countries, governments, persons and entities.

Violations of Trade Laws can result in substantial criminal fines and civil penalties, imprisonment, the loss of trade privileges, debarment, tax reassessments, breach of contract and
fraud litigation, reputational harm, and other consequences. We have direct or indirect interactions with officials and employees of government agencies or government-affiliated
hospitals, universities, and other organizations. We also expect our non-U.S. activities to increase over time. We expect to rely on third parties for research, preclinical studies, and
clinical trials and/or to obtain necessary permits, licenses, patent registrations, and other marketing approvals. We can be held liable for the corrupt or other illegal activities of our
personnel, agents, or partners, even if we do not explicitly authorize or have prior knowledge of such activities. Any changes in Trade Laws could result in a decreased ability to
export or sell our solutions to existing or potential customers with international operations. Future changes in Trade Laws and enforcement could also result in increased
compliance requirements and related costs which could materially adversely affect our business, results of operations, financial condition and/or cash flows.
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Risks Related to Our Business
We have a limited operating history and have never generated any revenues fiom product sales.

We are a biopharmaceutical company with a limited operating history that may make it difficult to evaluate the success of our business and to assess our future viability. While we
were initially formed in 2001, our operations have historically been limited to business planning, raising capital and other research and development activities related to our product
candidates. We have never completed the development of any product candidate through to commercialization, nor have we ever generated any revenue from product sales.
Consequently, we have no meaningful operations upon which to evaluate our business, and predictions about our future success or viability may not be as accurate as they could
be if we had a longer operating history or a history of successfully developing and commercializing biopharmaceutical products.

Our business model assumes revenue from, among other activities, marketing or out-licensing the products we develop. PALI-2108 is in the early stages of clinical
development and because we have a short development history with PALI-2108, there is a limited amount of information about us upon which you can evaluate our business
and prospects.

We have no approved drugs and thus have not begun to market or generate revenues fromthe commercialization of any products. We only have a limited history upon which we
can evaluate our ability to develop PALI-2108. We commenced our initial Phase 1 clinical trial of PALI-2108 in November of 2024 and we plan to commence our Phase 2 clinical trial
of PALI-2108 for the treatment of UC in the second half 0f 2026. While we have completed the Phase 1 clinical trial and expect to commence the Phase 2 clinical trial soon, we have
limited experience and have not yet demonstrated an ability to successfully overcome many of the risks and uncertainties frequently encountered by companies in new and rapidly
evolving fields, particularly in the biopharmaceutical area.

For example, to execute our business plan, we will need to:
eexecute product development activities using unproven technologies;
build, maintain, and protect a strong intellectual property portfolio;
edemonstrate safety and efficacy of our product candidates in multiple human clinical studies;
ereceive approval fromthe FDA and/or approval from similar foreign regulatory bodies to conduct future clinical trials as necessary;
eretain qualified CROs to oversee and manage the continued development of PALI-2108 through current and future clinical trials;
gain market acceptance for the development and commercialization of any drugs we develop;
eensure our products are reimbursed by commercial and/or government payors at a rate that permits commercial viability;
«develop and maintain successful strategic relationships with suppliers, distributors, and commercial licensing partners;
emanage our spending and cash requirements as our expenses will increase in the near termif we add programs and additional preclinical and clinical trials; and
ecffectively market any products for which we obtain marketing approval.
If we are unsuccessful in accomplishing these objectives, we may not be able to develop our proposed products, raise capital, expand our business or continue our operations.
Our success depends on attracting and retaining senior management and scientists with relevant expertise.

Our future success depends to a significant extent on the continued services of our key employees, including our senior scientific, technical and managerial personnel. We do not
maintain key person life insurance for any of our executives. Competition for qualified employees in the pharmaceutical industry is high, and our ability to execute our strategy will
depend in part on our ability to continue to attract and retain qualified scientists and management. If we are unable to find, hire, and retain qualified individuals, we may be unable
to execute our business plan in a timely manner, if at all.
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We may choose to discontinue the development or commercialization any of our product candidates, or may ch not to c rcialize product candidates in approved
indications, at any time during development or after approval, which could adversely affect us and our operations.

At any time, we may decide to discontinue the development of, or temporarily pause the development of, any of our product candidates then in existence for a variety of reasons,
including the appearance of new technologies that make our product candidates obsolete, competition from competing product(s) or changes in or failure to comply with applicable
regulatory requirements. If we temporarily pause or terminate a programin which we have invested significant resources, we will not receive any returmn on our investment and we
will have missed the opportunity to have allocated those resources to potentially more productive uses, which could have an adverse effect on us and our business.

Our inability to successfilly in-license, acquire, develop and market additional product candidates or approved products could impair our ability to grow our business.

PALI-2108 is currently our only product candidate being actively developed. We may in-license, acquire, develop and market additional products and product candidates. Since
our internal research and development capabilities are limited, we may be dependent on pharmaceutical companies, academic or government scientists and other researchers to sell
or license products or technology to us. The success of this strategy depends partly on our ability to identify and select promising pharmaceutical product candidates and
approved products, negotiate licensing or acquisition agreements with their current owners, and finance these arrangements.

The process of identifying, negotiating and implementing a license or acquisition of a product candidate or approved product is lengthy and complex. Other companies, including
some with substantially greater financial, marketing, sales and other resources, may compete with us for the license or acquisition of product candidates and approved products.
Moreover, we may devote resources to potential acquisitions or licensing opportunities that are never completed, or we may fail to realize the anticipated benefits of such efforts.
We may not be able to acquire the rights to additional approved products or product candidates on terms that we find acceptable, or at all.

Further, any product candidate that we acquire or license may require additional development efforts prior to commercial sale, including preclinical or clinical testing and approval
by the applicable regulatory authorities. All product candidates are prone to risks of failure typical of pharmaceutical product development, including the possibility that a product
candidate will not be shown to be sufficiently safe and effective for approval by regulatory authorities. In addition, we cannot provide assurance that any approved products that
we acquire will be manufactured or sold profitably or achieve market acceptance.

Changes in funding for the FDA and, other government agencies or comparable foreign regulatory authorities could hinder their ability to hire and retain key leadership and
other personnel, or otherwise prevent new products and services from being developed or commercialized in a timely manner or otherwise prevent these agencies or
authorities from performing normal business functions on which the operations of our business may rely, which could negatively impact our business.

The ability of the FDA or comparable foreign regulatory authorities to review and approve new products, to provide feedback on clinical trials and development programs, to meet
with sponsors and to otherwise review regulatory submissions can be affected by a variety of factors, including government budget and funding levels, ability to hire and retain
key leadership and other personnel, the sufficiency of user fees, and statutory, regulatory, and policy changes. Average review times at the agency have fluctuated in recent years
as aresult. In addition, government funding of other government agencies or comparable foreign regulatory authorities on which our operations may rely, including those that
fund research and development activities is subject to the political process, which is inherently fluid and unpredictable.

Disruptions at the FDA and other government agencies or comparable foreign regulatory authorities may also slow the time necessary for new drugs to be reviewed or approved
by necessary government agencies, which would adversely affect our business. For example, over the last several years, the U.S. government has shut down several times,
including recently from October 1, 2025 through November 12, 2025, and certain regulatory agencies, such as the FDA and the SEC, have had to furlough critical employees from
the FDA, SEC, and other government offices, halting critical activities. If another prolonged government shutdown occurs, it could significantly impact the ability of the FDA and
other governmental agencies to review and process our regulatory submissions in a timely manner, which could have a material adverse effect on our business. Furthermore, in our
operations as a public company, future government shutdowns could impact our ability to access the public markets and obtain necessary capital in order to properly capitalize
and continue our operations.
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Risks Related to Our Dependence on Third Parties

We currently rely on and we intend to continue relying on third-party CROs and other third parties to conduct and oversee our clinical trials. If these third parties do not meet
our requirements or otherwise conduct the trials as required, we may not be able to satisfy our contractual obligations for, obtain regulatory approval for, or commercialize
our product candidates.

We retained a CRO to oversee our Phase 1 clinical trial for PALI-2108 in Canada and we have retained PSI, a leading global CRO in IBD, to manage the execution of our global
Phase 2 clinical trials of PALI-2108. We intend to continue to rely on third-party CROs to conduct and oversee our other anticipated clinical trials and other aspects of product
development. We also expect to rely on various medical institutions, clinical investigators and contract laboratories to conduct our trials in accordance with our clinical protocols
and all applicable regulatory requirements, including the FDA’s regulations and GCP requirements, which are an international standard meant to protect the rights and health of
patients and to define the roles of clinical trial sponsors, administrators and monitors, and state regulations governing the handling, storage, security and recordkeeping for drug
and biologic products. These CROs and other third parties are expected to play a significant role in the conduct of these trials and the subsequent collection and analysis of data
fromthe clinical trials. We expect to rely heavily on these parties for the execution of our clinical trials and any additionally required preclinical studies and will control only certain
aspects of their activities. We and our CROs and other third-party contractors will be required to comply with GCP and GLP regulations, which are regulations and guidelines
enforced by the FDA and comparable foreign regulatory authorities, such as Health Canada, with respect to our clinical trials for PALI-2108. Regulatory authorities enforce these
GCP or GLP regulations 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
and GLP regulations, or reveal noncompliance froman audit or inspection, any clinical data generated in our clinical trials may be deemed unreliable, and the FDA or other
regulatory authorities may require us to performadditional clinical trials before approving our or our partners’ marketing applications. We cannot assure that upon inspection by a
given regulatory authority such regulatory authority will determine whether any of our clinical trials comply with applicable GCP or GLP regulations. In addition, our clinical trials
generally must be conducted with compounds produced under cGMP regulations. Our failure to comply with these regulations and policies may require us to repeat clinical trials,
which would be costly and delay the regulatory approval process. In the event that we are unable to retain a qualified CRO for any of our anticipated clinical trials, it would delay
planned clinical operations and result in additional cost and expense. Additionally, if any of our CROs that we retain currently or in the future were to terminate their involvement
with us, there is no assurance that we would be able to enter into arrangements with alternative CROs or do so on commercially reasonable terms.

In addition, foreign CDMOs may be subject to U.S. legislation, sanctions, trade restrictions and other foreign regulatory requirements which could increase the cost or reduce the
supply of material available to us, delay the procurement or supply of such material or have an adverse effect on our ability to secure significant commitments from governments to
purchase our potential therapies. For example, in December of 2025 the BIOSECURE Act was enacted, which prohibits U.S. federal agencies fromentering into or renewing a
contract with any company that uses biotechnology equipment or services produced or provided by a "biotechnology company of concern” in the performance of that contract. It
would also prohibit loans or grant funding from U.S. federal agencies to entities that use any biotechnology equipment or services produced or provided by a "biotechnology
company of concern” in the performance of the government grant or loan. The BIOSECURE Act restricts the ability of pharmaceutical companies that enter into contracts with or
receive funding from U.S. federal agencies from purchasing certain services or equipment from certain Chinese biotechnology companies.

The BIOSECURE Act does not specifically name WuXi AppTec, our current CDMO for the manufacture and supply of API for PALI-2108, or Crystal Formulation Services, our
drug product vendor, as "biotechnology companies of concern.” However, the BIOSECURE Act provides a mechanism for Chinese companies to be designated as a
"biotechnology company of concern” in the future should they be designated through existing national security mechanisms. In June 2026, the U.S. Department of Defense,
pursuant to Section 1260H of the National Defense Authorization Act, added WuXi AppTec to its published list of "Chinese military companies" operating in the U.S. As a result,
this designation automatically placed WuXi AppTec within the statutory framework of the BIOSECURE Act for federal procurement purposes and created a direct legal pathway
under enacted legislation. It is possible that Crystal Formulation Services will receive a similar designation in the future. As a result of these actions, we could be potentially
restricted frompursuing U.S. federal government business for our products in the future if we continue to use WuXi AppTec, Crystal Formulation Services or other suppliers or
partners identified as "biotechnology companies of concemn.”

In addition to the BIOSECURE Act, any additional executive action, legislative action, or potential sanctions with China could materially impact our work with these Chinese
companies. U.S. executive agencies have the ability to
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designate entities and individuals on various governmental prohibited and restricted parties lists. Depending on the designation, potential consequences can range froma
comprehensive prohibition on all transactions or dealings with designated parties, or a limited prohibition on certain types of activities, such as exports and financing activities,
with designated parties.

We depend on two qualified suppliers for the active pharmaceutical ingredient used in the clinical trials of PALI-2108. Insufficient availability of the API or other raw
materials necessary to manufacture PALI-2108, or the inability of our suppliers to manufacture and supply our products on commercially reasonable terms, could adversely
impact our business, results of operations and financial condition.

We have two qualified suppliers for the APl used in PALI-2108. We do not have, and we do not intend to establish in the foreseeable future, internal manufacturing capabilities.
Instead, we intend to use the facilities of third-party manufacturers to produce the materials used in our clinical trials. Our dependence on third parties for the supply and
manufacture of PALI-2108 and any future product candidates may adversely affect our ability to obtain our products in a timely or competitive manner, if at all.

Any supply shortages, quality concerns, or failure to obtain sufficient API, excipients, or components from our suppliers, including disruptions caused by, among other things,
supply chain delays, public health emergencies, climate events, or political unrest would adversely affect our business, results of operations and financial condition. In particular,
our suppliers may be impacted by epidemics, pandemics or other disease outbreaks or public health emergencies and general macroeconomic conditions, including inflationary
pressures, economic slowdown or recession, relatively high interest rates, imposed tariffs, changes in monetary policy, potential U.S. federal government shutdowns, geopolitical
conflicts, such as the conflict involving the U.S., Israel and Iran, and other hostilities in the Middle Fast, and financial institution instability, all of which may result in supply delays
and cost increases.

The manufacturing process for pharmaceutical products is highly regulated, and regulatory agencies may fromtime to time shut down facilities that they believe do not comply
with regulations. Our third-party manufacturers and suppliers are subject to numerous health authority regulations, including those governing manufacturing processes, stability
testing, record keeping, product serialization, and quality standards. Similar regulations apply in other jurisdictions where we may conduct business. Our third-party manufacturers
and suppliers are independent entities who are subject to their own operational and financial risks which are out of our control.

If we, our third-party manufacturers, or our suppliers fail to comply with these regulations, our ability to deliver adequate supplies of PALI-2108 for clinical trials in a timely and
cost-effective manner may be adversely affected. Should any of these risks materialize and adversely affect such third-party manufacturers’ and/or suppliers’ performance
obligations to us, and we are unable to secure sufficient of the APl used in the manufacture of PALI-2108 on commercially acceptable terms, or if we encounter delays and
difficulties in our relationships with manufacturers or suppliers, our business, results of operations and financial condition could be adversely affected.

We expect to rely on collaborations with third parties for the successfil development and commercialization of our product candidates.

We currently rely on and expect to continue to rely upon the efforts of third parties for the successful development and commercialization of our product candidates. The clinical
and commercial success of our product candidates may depend upon maintaining successful relationships with third-party partners, which are subject to a number of significant
risks, including the following:

our partners’ ability to execute their responsibilities in a timely, cost-efficient and compliant manner;
sreduced control over delivery and manufacturing schedules;

eprice increases;

emanufacturing deviations frominternal or regulatory specifications;

equality incidents;

sthe failure of partners to performtheir obligations for technical, market or other reasons;
smisappropriation of our product candidates; and

eother risks in potentially meeting our product commercialization schedule or satisfying the requirements of our end-users.
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We cannot provide any assurance that we will be able to establish or maintain third-party relationships in order to successfully develop and commercialize our product candidates.
We currently rely on third-party contractors to supply, manufacture and distribute clinical drug supplies for our product candidates.

We do not currently have, nor do we currently plan to acquire, the infrastructure or capability to supply, store, manufacture or distribute clinical or commercial quantities of drug
substances or products. Although we have entered into a supply agreement to provide us with such drug substances or products for our ongoing clinical trials, our future ability
to develop and commercialize, if approved, our product candidates is dependent on our ability to obtain the APIs and other substances and materials used in our product
candidates successfully fromthird parties and to have finished products manufactured by third parties in accordance with regulatory requirements and in sufficient quantities for
preclinical and clinical testing and commercialization. If we fail to develop and maintain supply and other technical relationships with these third parties, we may be unable to
continue to develop or commercialize our products and product candidates, which could adversely affect us and our business.

We are dependent on our contract suppliers and manufacturers for day-to-day compliance with applicable laws and cGMP regulations for production of our proposed products
and APL If the safety or quality of any product or product candidate or component is compromised due to a failure to adhere to applicable laws or for other reasons, we may not be
able to commercialize or obtain regulatory approval for the affected product or product candidates successfully, and we may be held liable as a result.

We expect to continue to depend on third-party contract suppliers and manufacturers. Our supply and manufacturing agreements do not guarantee that a contract supplier or
manufacturer will provide services adequate for our needs. Additionally, any damage to or destruction of our third-party manufacturers’ or suppliers’ facilities or equipment, even
by force majeure, may significantly impair our ability to have our products and product candidates manufactured on a timely basis. Our reliance on contract manufacturers and
suppliers further exposes us to the possibility that they, or third parties with access to their facilities, may misappropriate our trade secrets or other proprietary information.
Furthermore, the manufacturing facilities of our suppliers are located outside of the U.S. This may give rise to difficulties in importing our products or product candidates or their
components into the U.S. or other countries.

We currently have agreements in place with foreign third parties in China and other countries to provide the necessary clinical supply of our API. Termination of or limitations on
our relationships with foreign third parties that manufacture the APl used in PALI-2108 may arise if U.S. legislation, tariffs, sanctions, trade restrictions, or other U.S. and foreign
regulatory requirements, or prohibitions restrict our ability to engage with these foreign third parties. Further, any such actions could adversely impact our current and future
arrangements with our foreign suppliers, including our current Chinese drug manufacturer, which could increase the cost or reduce the supply of material available to us or delay
the procurement or supply of such material used in our clinical trial.

Risks Related to Our Financial Operations
We have a history of net operating losses, and we expect to continue to incur net operating losses and may never achieve profitability.

We have incurred net operating losses since our inception. We expect that our operating losses will continue for the foreseeable future as we continue our drug development and
discovery efforts. To achieve profitability, we must, either directly or through licensing and/or partnering relationships, meet certain milestones, successfully develop and obtain
regulatory approval for one or more product candidates and effectively manufacture, market and sell any drugs we successfully develop. Even if we are able to successfully
commercialize product candidates that receive regulatory approval, we may not be able to realize revenues at a level that would allow us to achieve or sustain profitability.
Accordingly, we may never generate significant revenue and, even if we generate significant revenue, we may never achieve profitability.

Failure to remediate a material weakness in internal controls over financial reporting could result in material misstatements in our condensed consolidated financial
statements.

Our management has identified a material weakness in our internal control over financial reporting. The material weakness was due to a lack of controls in the financial closing and
reporting process, including a lack of segregation of duties and the documentation and design of formalized processes and procedures surrounding the creation and posting of
journal entries and account reconciliations.

If our remaining material weakness, which management concluded is still present as of the date of this quarterly report on Form 10-Q is not remediated, or if we identify further
material weaknesses in our internal controls, our failure to establish and maintain effective disclosure controls and procedures and internal control over financial reporting could
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result in material misstatements in our condensed consolidated financial statements and a failure to meet our reporting and financial obligations.
Risks Related to Our Intellectual Property

We may not be able to obtain, maintain or enforce global patent rights or other intellectual property rights that cover our product candidates and technologies that are of
sufficient breadth to prevent third parties from competing against us.

Our success with respect to our current and future product candidates will depend, in part, on our ability to obtain and maintain patent protection in both the U.S. and other
countries, to preserve our trade secrets and to prevent third parties frominfringing on our proprietary rights. Our ability to protect our product candidates from unauthorized or
infringing use by third parties depends in substantial part on our ability to obtain and maintain valid and enforceable patents in certain countries.

The patent application process, also known as patent prosecution, is expensive and time-consuming, and we and our current or future licensors and licensees may not be able to
prepare, file and prosecute all necessary or desirable patent applications at a reasonable cost or in a timely manner in all the countries that are desirable. It is also possible that we
or our current, or future licensors and licensees will fail to identify patentable aspects of inventions made in the course of development and commercialization activities before it is
too late to obtain patent protection on them. Therefore, these and any of our patents and applications may not be prosecuted and enforced in a manner consistent with the best
interests of our business. Moreover, our competitors independently may develop equivalent knowledge, methods and know-how or discover workarounds to our patents that
would not constitute infringement. Any of these outcomes could impair our ability to enforce the exclusivity of any issued or pending patents we may have or the ability to obtain
future patent protections, which may have an adverse impact on our business, financial condition and operating results.

Our ability to obtain, maintain and/or enforce patents is uncertain and involves complex legal and factual questions, especially across varying countries. Accordingly, rights under
any existing patents or any patents we might obtain or license may not cover our product candidates or may not provide us with sufficient protection for our product candidates to
afford a sustainable commercial advantage against competitive products or processes, including those frombranded, generic and over-the-counter pharmaceutical companies. In
addition, we cannot guarantee that any patents or other intellectual property rights will be issued fromany pending or future patent or other similar applications owned by or
licensed to us. Even if patents or other intellectual property rights have issued or will issue, we cannot guarantee that the claims of these patents and other rights are or will be held
valid or enforceable by the courts, through injunction or otherwise, or will provide us with any significant protection against competitive products or otherwise be commercially
valuable to us in every country of commercial significance that we may target.

Our ability to obtain and maintain valid and enforceable patents depends on whether the differences between our technology and prior art make it patentable. We do not have
outstanding issued patents covering all of the recent developments in our technology and we are unsure of the patent protection that we will be successful in obtaining, if any.
Even if the patents are successfully issued, third parties may design around or challenge the validity, enforceability or scope of such issued patents or any other issued patents we
own or license, which may result in such patents being narrowed, invalidated or held unenforceable. If the breadth or strength of protection provided by the patents we hold or
pursue with respect to our product candidates are challenged, it could dissuade companies from collaborating with us to develop or threaten our ability to commercialize or finance
our product candidates.

The laws of some foreign jurisdictions do not provide intellectual property rights to the same extent or duration as in the U.S., and many companies have encountered significant
difficulties in acquiring, maintaining, protecting, defending and especially enforcing such rights in foreign jurisdictions. If we encounter such difficulties in protecting or are
otherwise precluded fromeffectively protecting our intellectual property in foreign jurisdictions, our business prospects could be substantially harmed, especially internationally.

Proprietary trade secrets and unpatented know-how are also very important to our business. Although we have taken steps to protect our trade secrets and unpatented know-how
by entering into confidentiality agreements with third parties, and intellectual property assignment and protection agreements with officers, directors, employees, and certain
consultants and advisors, there can be no assurance that such agreements will not be breached or enforced by courts, that we would have adequate remedies for any breach,
including injunctive and other equitable relief, or that our trade secrets and unpatented know-how will not otherwise become known, inadvertently disclosed by us or our agents
and representatives, or be independently discovered by our competitors. If our trade secrets are independently discovered, we would not be able to prevent their use and if we or
our agents or representatives inadvertently disclose trade secrets and/or unpatented know-how, we may not be allowed to retrieve these trade secrets and/or unpatented know-
how and maintain the exclusivity we previously held.
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We may not be able to protect our intellectual property rights throughout the world.

Filing, prosecuting and defending patents on our product candidates does not guarantee exclusivity. The requirements for patentability vary between countries, particularly
developing nations. In addition, the laws of some countries do not protect intellectual property rights to the same extent as the laws of all other countries or jurisdictions,
especially when it comes to granting use and other types of patents and what kind of enforcement rights will be allowed, especially injunctive reliefin a civil infringement
proceeding. Consequently, we may not be able to prevent third parties fromusing our inventions or even in launching an identical version of our product even if we hold a valid
patent. Competitors may use our technologies in jurisdictions where we have not obtained patent protection, or they may produce copy products, and, further, may export
otherwise infiinging products to territories where we have patent protection but enforcement against such activities is inadequate or where we have no patents. These products
could compete with ours, and our patents or other intellectual property rights may not prevent them from competing.

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

Periodic maintenance and annuity fees on any issued patent are due to be paid to applicable patent agencies, which require compliance with a number of procedures, including
certain documentary, fee payment and other similar provisions during the patent application process. Non-compliance events that could result in abandonment or lapse of a patent
or patent application include failure to respond to official actions within prescribed time limits, non-payment of fees in prescribed time periods, and failure to properly legalize and
submit formal documents in the format and style the country requires. While an inadvertent 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 noncompliance 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 just for failure to know about and/or timely pay a prosecution fee. If we or our licensors fail to maintain the patents and
patent applications covering our product candidates for any reason, our competitors might be able to enter the market, which would have an adverse effect on our business.

Ifwe fail to comply with our obligations under our intellectual property license agreements, we could lose license rights that are important to our business.

The Giiant License Agreement pursuant to which we license PALI-2108, and other assets of Giiant, contains certain requirements related to diligence, milestone, royalty, insurance,
expense reimbursement, and other obligations. If we fail to comply with these obligations, Giiant may have the ability to terminate the license, subject to certain requirements as
more fully set forth in the Giiant License Agreement. If the license granted thereunder were to be terminated, our business, financial condition, operating results, and prospects
would be materially adversely affected.

We may be subject to patent infringement claims, which could result in substantial costs and liabilities, and could prevent us firom commercializing our potential products.

Because the intellectual property landscape in the fields in which we participate is rapidly evolving and interdisciplinary, it is difficult to conclusively assess our freedomto operate
without infringing on third-party rights. If any patent infringement claims are brought against us, regardless of whether successful, we may incur significant expenses and divert
the attention of our management and key personnel fromother business concems. This could negatively affect our results of operations and prospects. We cannot be certain that
patents owned or licensed by us will not be challenged, potentially successfully, by others.

In addition, if our product candidates are found to infringe the intellectual property rights of third parties, these third parties may assert infringement claims against our customers,
licensees and other parties with whomwe have business relationships, and we may be required to indemnify those parties for any damages they suffer as a result of such claims.
The claims may require us to initiate or defend protracted and costly litigation on behalf of customers, licensees, and other parties regardless of the merits of these claims. If any of
these claims succeed, we may be forced to pay damages on behalf of those parties or may be required to obtain licenses for the products they use. If we cannot obtain all
necessary licenses on commercially reasonable terms, we may be unable to continue selling such products.

We may be subject to claims that our officers, directors, employees, consultants or independent contractors have wrongfully used or disclosed to us alleged trade secrets of
their former employers or their former or current customers.

As is common in the biotechnology and pharmaceutical industries, certain of our employees were formerly employed by other biotechnology or pharmaceutical companies,
including our competitors or potential competitors. Moreover, we engage the services of consultants to assist us in the development of our product candidates, many of whom
were previously employed at, or may have previously been or are currently providing consulting services to, other
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biotechnology or pharmaceutical companies, including our competitors or potential competitors. We may be subject to claims that our employees or consultants have
inadvertently or otherwise wrongfully used or disclosed trade secrets or other proprietary information of their former employers or their former or current customers. Although we
have no knowledge of any such claims being alleged, if such claims were to arise, litigation may be necessary to defend against any such claims. Even if we are successful in
defending against any such clains, the related litigation could be protracted, expensive, a distraction to our management team, and not viewed favorably by investors and other
third parties.

Other Risks Related to Our Securities
We will need to raise additional financing in the future to fund our operations, which may not be available to us on favorable terms or at all.

We have used and we intend to use the proceeds fromour previous offerings and any future offerings, to, among other things, advance PALI-2108 through preclinical and clinical
development and into INDs or their equivalent in foreign jurisdictions, fund our research and development activities, and for general working capital needs. We will require
substantial additional capital to fund our operations and conduct the costly and time-consuming research and development and clinical work necessary to pursue regulatory
approval of product candidates. Our future capital requirements will depend upon a number of factors, including: the number and timing of product candidates in the pipeline;
progress with and results from preclinical testing and clinical trials; the ability to manufacture sufficient drug supplies to complete clinical trials or any additional preclinical studies
required; the costs involved in preparing, filing, acquiring, prosecuting, maintaining and enforcing patent and other intellectual property claims; and the time and costs involved in
obtaining regulatory approvals and favorable reimbursement or formulary acceptance. Raising additional capital may be costly or difficult to obtain, which could inhibit our ability
to achieve our business objectives. Given our limited cash reserves and the significant amount of capital that we will likely need to fund our operations and business plan, our
stockholders will likely experience significant dilution to their ownership interests. If we raise additional funds through public or private equity sales of our securities, the terms of
these securities may include liquidation or other preferences that adversely impact the rights of our common stockholders. Further, to the extent that we raise additional capital
through the sale of common stock or securities convertible or exchangeable into common stock, our stockholders’ ownership percentage will be decreased. In addition, any debt
financing may subject us to fixed payment obligations and covenants limiting or restricting our ability to take specific actions, such as incurring additional debt, making capital
expenditures or declaring dividends. If we raise additional capital through marketing and distribution arrangements or other collaborations, strategic alliances, or licensing
arrangements with third parties, we may need to relinquish certain valuable intellectual property or other rights to our product candidates, technologies, future revenue streams or
research programs or grant licenses on terms that may not be favorable to us. Even if we obtain additional funding, there can be no assurance that it will be available on terms
acceptable to us or our stockholders.

Our common stock price may be highly volatile.

Since the completion of the merger with Seneca on April 27, 2021, the price of our common stock has been subject to significant fluctuation. Market prices for securities of
biotechnology and other life sciences companies historically have been particularly volatile and may be subject to large daily price swings. Some of the factors that may cause the
market price of our shares to fluctuate include, but are not limited to:

«failure of our product candidates to show safety and/or efficacy in our clinical trials;

eour ability to obtain timely regulatory approvals for our product candidates, and delays or failures to obtain such approvals;
sthe results of our clinical trials, including our decision to pause or terminate any such trials;

«failure of our product candidates, if approved, to achieve commercial success;

sthe entry into, or termination of, or breach by partners of key agreements, including the Giiant License Agreement, and employment agreements with our named executive
officers;

«the initiation of, material developments in, or conclusion of any litigation to enforce or defend any intellectual property rights or defend against the intellectual property
rights of others;

sannouncements of any financings;
sannouncements by commercial partners or competitors of new commercial products, clinical progress or the lack of, significant contracts, commercial relationships or

capital commitments;
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«failure to elicit meaningful stock analyst coverage and downgrades of our stock by analysts; and
sthe loss of key personnel.

Moreover, the stock markets in general have experienced substantial volatility in the biotechnology industry, particularly in the micro-cap and nano-cap companies, that has often
been unrelated to the operating performance of individual companies or a certain industry segment. These broad market fluctuations may also adversely affect the trading price of
our shares. In the past, following periods of volatility in the market price of a company’s securities, stockholders have often instituted class action securities litigation against
those companies. Such litigation, if instituted, could result in substantial costs and diversion of management attention and resources, which could significantly harm our
profitability and reputation.

Our common stock could be delisted fiom the Nasdaq Stock Market if we are unable to maintain compliance with the Nasdaq Stock Market’s continued listing standards.

Our common stock is listed on The Nasdaq Stock Market LLC ("Nasdaq”). There are a number of continued listing requirements that we must satisfy in order to maintain our listing
on Nasdagq, including the requirement to maintain a minimumbid price of at least $1.00 (the "Bid Price Rule”). Although we are in compliance with the Bid Price Rule as of the date
of'this Quarterly Report on Form 10-Q, we have been unable to comply with this rule in the past. For example, in October of 2023, we were notified that we were no longer in
compliance with the Bid Price Rule and had 180 days to cure such deficiency. On April 5, 2024, we effected a 1-for-15 reverse stock split and we were notified by the Nasdaq that as
of April 19, 2024, we were back in compliance with the Bid Price Rule. On April 30, 2025, we were notified again that we were no longer in compliance with the Bid Price Rule and had
180 calendar days to cure such deficiency. On August 5, 2025, the bid price of our common stock did close above $1.00 for 10 consecutive trading days, however, we were notified
on August 6, 2025 that Nasdaq was exercising its discretion to continue monitoring our stock price beyond this ten-day period pursuant to Nasdaq Listing Rule 5810(c)(3)(H). As
of October 15, 2025, the bid price of our common stock again closed above $1.00 for 10 consecutive days and we received a minimum bid price compliance letter from Nasdaq
confirming that we regained compliance with Listing Rule 5550(a)(2), and that the matter is now closed.

We can provide no assurances that we will continue to comply with the Bid Price Rule or the other continued listing requirements of Nasdaq. The delisting of our common stock by
Nasdaq could adversely affect the liquidity of our common stock, our ability to raise capital, create increased volatility in our common stock, and result in a loss of current or future
coverage by analysts and/or diminish the interest of institutional investors to invest in our common stock. Delisting could also result in a loss of confidence of our collaborators,
vendors and employees, which could harmour business and future prospects. If our common stock is delisted by Nasdaq, our common stock may be eligible to trade on the OTC
Bulletin Board, OTCQB, OTCQX, or another over-the-counter market. Any such alternative would likely result in it being more difficult for us to raise additional capital through the
public or private sale of equity securities and for investors to dispose of or obtain accurate quotations as to the market value of our common stock. Moreover, if our common stock
is delisted, it may come within the definition of "penny stock” under the Securities Exchange Act of 1934, as amended, which imposes additional sales practice requirements on
broker-dealers who sell securities to persons other than established customers and accredited investors. These requirements may reduce the trading activity in the secondary
markets for our common stock and may impact the ability or willingness of broker-dealers to sell our securities which could limit the ability of stockholders to sell their securities in
the public market and limit our ability to attract and retain qualified employees or raise additional capital in the future.

We take advantage of reduced disclosure and governance requirements applicable to smaller reporting companies, which could result in our common stock being less
attractive to investors.

As ofthe last business day of our most recently completed second fiscal quarter, although our public float was greater than $75 million, because our annual revenues are less than
$100 million and we have a public float of less than $700 million, we qualify as a smaller reporting company under the low-revenue exemption of the SEC rules. As a smaller
reporting company, we can take advantage of reduced disclosure requirements, such as simplified executive compensation disclosures and reduced financial statement disclosure
requirements in our SEC filings. Such reduced disclosures in our SEC filings may make it harder for investors to analyze our results of operations and financial prospects. We
cannot predict if investors will find our common stock less attractive if we rely on these exemptions. If some investors find our common stock less attractive as a result, there may
be a less active trading market for our common stock and our stock price may be more volatile. We may take advantage of the reporting exemptions applicable to a smaller reporting
company until we are no longer a smaller reporting company, which status would end once we have a public float greater than $250 million and annual revenues in excess of $100
million, or we have a public float of greater than $700 million.
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We do not anticipate paying any dividends in the foreseeable future.

We do not anticipate paying any dividends in the foreseeable future. We currently plan to retain our future eamings, if any, to fund the development and growth of our business.
As aresult, capital appreciation, if any, of our shares will likely be the sole source of gain, if any, for our stockholders for the foreseeable future.

If equity research analysts do not publish research or reports, or publish unfavorable research or reports, about us, our business or our market, our stock price and trading
volume could decline.

The trading market for our common stock is and will be influenced by reports that equity research analysts publish about us and our business. Equity research analysts may elect
not to provide research coverage of our common stock, and such lack of research coverage may adversely affect the market price of our common stock. In the event we do have
equity research analyst coverage, we will not have any control over the analysts, or the content and opinions included in their reports. The price of our common stock could
decline if one or more equity research analysts downgrades our stock or issues other unfavorable commentary or research. If one or more equity research analysts ceases coverage
ofus or fails to publish reports on us regularly, demand for our common stock could decrease, which in turn could cause our stock price or trading volume to decline.

Future sales of substantial amounts of our common stock, or the possibility that such sales could occur, could adversely affect the market price of our common stock.

Future sales in the public market of shares of our common stock, including shares issued upon exercise of our outstanding stock options or warrants, or the perception by the
market that these sales could occur, could lower the market price of our common stock or make it difficult for us to raise additional capital.

Anti-takeover provisions in our charter documents and under Delaware law could make an acquisition of us more difficult and may prevent attempts by our stockholders to
replace or remove our management.

Provisions in our certificate of incorporation, as amended (" Certificate of Incorporation”), and bylaws, as amended ("Bylaws”’) may delay or prevent an acquisition or a change in
management. In addition, because we are incorporated in Delaware, we are governed by the provisions of Section 203 of the Delaware General Corporation Law, which prohibits
stockholders owning in excess of 15% of our outstanding voting stock frommerging or combining with us. Although we believe these provisions collectively will provide for an
opportunity to receive higher bids by requiring potential acquirors to negotiate with our Board of Directors ("Board" or "Board of Directors"), they would apply even if the offer
may be considered beneficial by some stockholders. In addition, these provisions may frustrate or prevent any attempts by our stockholders to replace or remove management by
making it more difficult for stockholders to replace members of the Board, which is responsible for appointing the members of management.

Ifwe fail to maintain proper and effective internal controls, our ability to produce accurate financial statements on a timely basis could be impaired.

We are subject to the reporting requirements of the Exchange Act, the Sarbanes-Oxley Act and the rules and regulations of Nasdaq. The Sarbanes-Oxley Act requires, among other
things, that we maintain effective disclosure controls and procedures and internal control over financial reporting. We must performsystemand process evaluation and testing of
our internal control over financial reporting to allow management to report on the effectiveness of our internal controls over financial reporting in our Annual Report on Form 10-K
filing for that year, as required by Section 404 of the Sarbanes-Oxley Act. This has required that we incur substantial professional fees and internal costs to expand our accounting
and finance functions and that we expend significant management efforts. We may experience difficulty in meeting these reporting requirements in a timely manner.

Our management identified a material weakness in our internal control over financial reporting. If we do not remediate this material weakness, or if we identify further material
weaknesses in our internal controls, our failure to establish and maintain effective internal financial and accounting controls and procedures could result in material misstatements
in our condensed consolidated financial statements and a failure to meet our reporting and financial obligations.

If we are not able to comply with the requirements of Section 404 of the Sarbanes-Oxley Act, or if we are unable to maintain proper and effective internal controls, we may not be
able to produce timely and accurate consolidated financial statements. If that were to happen, the market price of our common stock could decline and we could be subject to
sanctions or investigations by Nasdagq, the SEC or other regulatory authorities.

Our Board has broad discretion to issue additional securities, which might dilute the net tangible book value per share of our common stock for existing stockholders.

We are entitled under our Certificate of Incorporation to issue up to 450,000,000 shares of common stock and 7,000,000 "blank check” shares of preferred stock. Shares of our blank
check preferred stock provide our Board with
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broad authority to determine voting, dividend, conversion, and other rights of such preferred stock. As of June 30, 2026, we had outstanding, common stock or securities
convertible into common stock; totaling 257,466,354 shares. As a result, we are authorized to issue up to an additional 192,533,646 shares of common stock or common stock
equivalents under our Certificate of Incorporation. Additionally, pursuant to the initial issuance of (i) 1,000,000 shares of Series A 4.5% Convertible Preferred Stock, of which
200,000 shares are outstanding and (ii) 1,460 shares of Series B Convertible Preferred Stock, of which no shares are outstanding, we are authorized to issue up to an additional
6,800,000 shares of preferred stock. We expect that significant additional capital will be needed in the future to continue our planned operations. To the extent we raise additional
capital by issuing equity securities, our existing stockholders will likely experience substantial dilution. We may sell common stock, convertible securities or other equity securities
in one or more transactions at prices and in a manner that we determine fromtime to time. If we sell common stock, convertible securities or other equity securities in more than one
transaction, investors will likely be materially diluted by the initial and subsequent sales. Additionally, new investors may gain rights superior to existing stockholders, depending
on the terms of such transactions and types of securities. Pursuant to our equity incentive plans and employee stock purchase plan, management is authorized to grant stock
options, restricted stock units and other equity-based awards to employees, directors and consultants, and to sell common stock to employees, respectively. Any increase in the
number of shares outstanding as a result of the exercise of outstanding options, the vesting or settlement of outstanding stock awards, or the purchase of shares pursuant to the
employee stock purchase plan will cause stockholders to experience additional dilution, which could cause our stock price to fall.

General Risk Factors

Our business could be adversely affected by the effects of health pandemics or epidemics, such as the COVID-19 pandemic, which could cause significant disruptions in our
operations and those of our current or future CDMOs, CROs, and other third parties upon whom we rely.

Health pandemics or epidemics, such as the COVID-19 pandemic, have in the past and could again in the future result in quarantines, stay-at-home orders, remote work policies, or
other similar events that may disrupt businesses, delay our research and development programs and timelines, negatively impact productivity and increase risks associated with
cybersecurity, the future magnitude of which will depend, in part, on the length and severity of the restrictions and other limitations. More specifically, these types of events may
negatively impact personnel at third-party manufacturing facilities or the availability or cost of materials, which could disrupt our supply chain. Moreover, our trials may be
negatively affected. Clinical site initiation and patient enrollment may be delayed due to prioritization of hospital resources. Some patients may not be able or willing to comply with
trial protocols if quarantines impede patient movement or interrupt healthcare services. Our ability to recruit and retain patients, principal investigators, and site staff (who as
healthcare providers may have heightened exposure) may be hindered, which would adversely affect our trial operations. Disruptions or restrictions on our ability to travel to
monitor data fromour trials, or to conduct trials, or the ability of patients enrolled in our trials or staff at trial sites to travel, as well as temporary closures of our trial partners and
CDMOs’ facilities, would negatively impact our trial activities. In addition, we rely on independent clinical investigators, CROs, and other third-party service providers to assist us
in managing, monitoring, and otherwise carrying out certain of our preclinical studies and clinical trials, including the collection of data from our trials, and the effects of health
pandemics or epidemics, such as the COVID-19 pandemic, may affect their ability to devote sufficient time and resources to our programs or to travel to sites to perform work for
us. Similarly, our trials could be delayed and/or disrupted. As a result, the expected timeline for data readouts, including incompleteness in data collection and analysis and other
related activities, and certain regulatory filings may be negatively impacted, which would adversely affect our ability to obtain regulatory approval for and to commercialize our
product candidates, increase our operating expenses, and adversely affect our business, financial condition, results of operations, and prospects. In addition, impact on the
operations of the FDA or comparable foreign regulatory authorities could negatively affect our planned trials and approval processes. Finally, economic conditions and business
activity may be negatively impacted and may not recover as quickly as anticipated.

Global economic conditions may have an adverse effect on our business.

Financial instability or a general decline in economic conditions in the U.S. and other countries, caused by political instability, conflicts, such as the conflict involving the U.S.,
Israel and Iran, and other hostilities in the Middle East, and economic challenges resulting from general health crises, has led to market disruptions, including significant volatility
in commodity prices, credit and capital market instability, and supply chain interruptions. Such volatility, instability, and interruptions have contributed to record inflation globally
and could adversely affect our operations. Increased inflation may result in higher operating costs (including labor costs), reduced liquidity, and limitations on our ability to access
credit or raise capital on acceptable terms, if at all. Existing free trade laws and regulations, such as the United States-Mexico-Canada Agreement, provide certain beneficial duties
and tariffs for qualifying imports and exports, subject to compliance with applicable classification and other requirements. However, changes in trade
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laws or policies, particularly increased trade restrictions, tariffs, or taxes on imports from countries where we manufacture products, such as Canada, China, and Mexico, could have
a material adverse effect on our business and financial results. Since February of 2025, the U.S. government has enacted, and continues to enact, a series of new tariffs, including a
tariff on all imports and additional "reciprocal” tariffs targeting imports fromspecified countries. These tariffs and other changes in U.S. trade policy have triggered, and could
continue to trigger, retaliatory actions by affected countries, including retaliatory measures on U.S. goods and other protectionist measures that could limit our ability to offer our
products and services outside of the U.S. The tariff policy environment has been and can be expected to continue to be dynamic. The ultimate impact of these newly enacted and
potential future tariffs or other restrictions on international trade will depend on various factors, including the ultimate levels of such tariffs, how long such tariffs remain in place,
and how other countries respond to the U.S. tariffs. Consequently, we cannot assure that any strategies we implement to mitigate the effects of such tariffs or trade actions will be
successful. In addition, the U.S. Federal Reserve has raised, and may continue to raise, interest rates in response to concerns about inflation. Inflation, combined with reduced
government spending and volatility in financial markets, may further increase economic uncertainty and heighten associated risks. Economic conditions and uncertainty regarding
the broader macroeconomic environment are beyond our control and may make obtaining necessary debt or equity financing more difficult, costly, and dilutive. While we believe
we have adequate capital resources to meet current working capital and capital expenditure requirements, an economic downturn or a significant increase in expenses could
necessitate additional financing under less favorable conditions, including unattractive interest rates or excessively dilutive terms for existing stockholders. Failure to secure
necessary financing in a timely manner and on favorable terms could materially and adversely affect our stock price and force us to delay or abandon clinical development plans.

Inadequate funding for the FDA, the SEC and other government agencies, including fiom government shutdowns, or other disruptions to these agencies’ operations, could
hinder their ability to hire and retain key leadership and other personnel, prevent new products and services from being developed or commercialized in a timely manner or
otherwise prevent those agencies firom performing normal business functions on which the operation of our business may rely, which could negatively impact our business.

The ability of the FDA to review and approve new products can be affected by a variety of factors, including government budget and funding levels, the ability to hire and retain
key personnel and accept the payment of user fees, and statutory, regulatory and policy changes. Average review times at the agency have fluctuated in recent years as a result. In
addition, government funding of the SEC and other government agencies on which our operations may rely, including those that fund research and development activities, is
subject to the political process, which is inherently fluid and unpredictable.

Disruptions at the FDA and other agencies may also slow the time necessary for new product candidates to be reviewed and/or approved by necessary government agencies,
which could adversely affect our business. If there are significant employee reductions at the FDA or a prolonged government shutdown occurs, it could significantly impact the
ability of the FDA to timely review and process our regulatory submissions, which could have a material adverse effect on our business. Further, future reductions in force and
government shutdowns could impact our ability to access the public markets and obtain necessary capital in order to properly capitalize and continue our operations. For example,
over the last several years the U.S. government has shut down several times and certain regulatory agencies, such as the FDA and the SEC, have had to furlough critical
employees and stop critical activities. In addition, federal employees recently have been subject to termination in connection with cost reduction efforts by the federal government.
Ifa prolonged government shutdown or significant reduction in force of federal employees occurs, including those working for the FDA, it could significantly impact the ability of
the FDA to timely review and process our regulatory submissions, which could have a material adverse effect on our business. Further, future government shutdowns and cost-
cutting efforts could impact our ability to access the public markets and obtain necessary capital in order to properly capitalize and continue our operations.

If our information systems or data, or those of third parties upon which we rely, are or were compromised, we could experience adverse consequences resulting from such
compromise, including but not limited to regulatory investigations or actions; litigation; fines and penalties; disruptions of our business operations; reputational harm; loss
of revenue or profits; loss of customers or sales; and other adverse consequences.

In the ordinary course of our business, we may process, as defined above, proprietary, confidential, and sensitive data, including personal data (such as health-related patient
data), intellectual property, and trade secrets (collectively, sensitive information). We may rely upon third-party service providers and technologies to operate critical business
systems to process sensitive information in a variety of contexts, including, without limitation, third-party providers of cloud-based infrastructure, employee email, CROs, and other
functions. Our ability to monitor these third parties’ information security practices is limited, and these third parties may not have adequate information security measures in place.
We may share or receive sensitive information with or fromthird parties.
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The risk of a security breach or disruption, particularly through cyber-attacks, cyber-intrusion, malicious internet-based activity, and online and offline fraud, are prevalent and
have generally increased as the number, intensity, and sophistication of attempted attacks and intrusions fromaround the world have increased. These threats are becoming
increasingly difficult to detect and come froma variety of sources, including traditional computer hackers, threat actors, personnel (such as through theft or misuse), sophisticated
nation states, and nation-state-supported actors. Some actors now engage and are expected to continue to engage in cyber-attacks, including without limitation nation-state actors
for geopolitical reasons and in conjunction with military conflicts and defense activities. During times of war and other major conflicts, we and the third parties upon which we rely
may be vulnerable to a heightened risk of these attacks, including cyber-attacks that could materially disrupt our systems and operations, supply chain, and ability to produce, sell
and distribute our products.

We and the third parties upon which we rely may be subject to a variety of evolving threats, including but not limited to social engineering attacks (including through phishing
attacks), malicious code (such as viruses and worms), malware (including as a result of advanced persistent threat intrusions), denial-of-service attacks (such as credential
stuffing), personnel misconduct or error, ransomware attacks, supply-chain attacks, software bugs, server malfunctions, software or hardware failures, loss of data or other
information technology assets, adware, natural disasters, terrorism, war, and telecommunication and electrical failures. Ransomware attacks, including by organized criminal threat
actors, nation-states, and nation-state-supported actors, are becoming increasingly prevalent and can lead to significant interruptions in our operations, loss of data and income,
reputational harm, and diversion of funds. Extortion payments may alleviate the negative impact of a ransomware attack, but we may be unwilling or unable to make such payments
due to, for example, applicable laws or regulations prohibiting such payments. Similarly, supply-chain attacks have increased in frequency and severity.

Furthermore, our remote workforce poses increased risks to our information technology systems and data, as most of our employees work from home, utilizing network connections
outside our premises.

Any of'the previously identified or similar threats could cause a security breach or disruption. While we have not experienced any such security breach or other disruption to date,
if such an event were to occur, it could result in unauthorized, unlawful, or accidental acquisition, modification, destruction, loss, alteration, encryption, disclosure of, or access to
our sensitive information and cause interruptions in our operations, including material disruptions of our development programs and business operations.

We may expend significant resources or modify our business activities (including our clinical trial activities) to try to protect against security breaches and disruptions. While we
have implemented security measures designed to protect against security incidents, there can be no assurance that these measures will be effective. We may be unable in the
future to detect vulnerabilities in our information technology systems because such threats and techniques change frequently, are often sophisticated in nature, and may not be
detected until after a security breach or disruption has occurred. Despite our efforts to identify and remediate vulnerabilities, if any, in our information technology systems, our
efforts may not be successful. Further, we may experience delays in developing and deploying remedial measures designed to address any such identified vulnerabilities.

Applicable data privacy and security obligations may require us to notify relevant parties of certain security breaches and disruptions. Such disclosures are costly, and the
disclosure or the failure to comply with such requirements could lead to adverse consequences. If we (or a third party upon whom we rely) experience a security breach or other
disruption, or are perceived to have experienced such events, we may experience adverse consequences, including: government enforcement actions (for example, investigations,
fines, penalties, audits, and inspections); additional reporting requirements and/or oversight; restrictions on processing sensitive information (including personal data); litigation
(including class claims); indemmification obligations; negative publicity; reputational harm; monetary fund diversions; interruptions in our operations (including availability of
data); financial loss; and other similar harms. In particular, since we sponsor clinical trials, any breach or disruption that compromises patient data and identities could generate
significant reputational damage, which may affect trust in us and our ability to recruit for future clinical trials. Additionally, the loss of 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.

Our contracts may not contain limitations of liability, and even where they do, there can be no assurance that limitations of liability in our contracts are sufficient to protect us from
liabilities, damages, or claims related to our data privacy and security obligations. Furthermore, we cannot be sure that our insurance coverage will be adequate or sufficient to
protect us fromor to mitigate liabilities arising out of our privacy and security practices, that such coverage will continue to be available on commercially reasonable terms or at all,
or that such coverage will pay future claims.
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Our business and operations would suffer in the event of system failures, cyber-attacks or a deficiency in our cybersecurity.

Despite the implementation of security measures, our internal computer systems, and those of our current and future CROs and other contractors and consultants, are vulnerable
to damage from computer viruses, unauthorized access, natural disasters, terrorism, war and telecommunication and electrical failures. Although we have not suffered any material
incidents to date, 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 fromaround the world have increased. While we have not
experienced any such material system failure, accident or security breach to date, 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. In addition, since we sponsor clinical trials, any breach that compromises patient data and identities
causing a breach of privacy could generate significant reputational damage and legal liabilities and costs to recover and repair, including affecting trust in us to recruit for future
clinical trials. For example, the loss of 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. To the extent that any disruption or security breach were to result in a loss of, or damage to, our data or applications or inappropriate
disclosure of confidential or proprietary information, we could incur liability and the further development and commercialization of our products and product candidates could be
delayed.

TEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

None.

TEM 3. DEFAULTS UPON SENIOR SECURITIES

None.

TEM 4. MINE SAFETY DISCLOSURE
Not Applicable.

TEMS. OTHER INFORMATION

None.
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TEM 6. EXHIBITS

Exhibit Number
31

10.1+

10.2+

10.3+

31.1*

31.2%

32.1%*

101.INS*

104*

* Filed herewith

Description of document
Certificate of Amendment to the Amended and Restated Certificate of Incorporation of Palisade Bio, Inc. (Incorporated by reference to Exhibit 3.1 to the
Registrant’s Current Report on Form 8-K. filed with the SEC on June 11, 2026).

Amended and Restated Palisade Bio. Inc. 2021 Equity Incentive Plan (Incorporated by reference to Exhibit 10.2 to the Registrant’s Current Report on Form 8-K.
filed with the SEC on June 11, 2026).

Amended and Restated Palisade Bio. Inc. 2021 Employee Stock Purchase Plan (Incorporated by reference to Exhibit 10.3 to the Registrant’s Current Report on
Form 8-K, filed with the SEC on June 11, 2026).

Palisade Bio. Inc. Equity Award Policy (Incorporated by reference to Exhibit 10.1 to the Registrant’s Quarterly Report on Form 10-Q, filed with the SEC on May
12, 2026).

Certification of Principal Executive Officer pursuant to Rules 13a-14(a) and 15d-14(a) of the Exchange Act.
Certification of Principal Financial Officer pursuant to Rules 13a-14(a) and 15d-14(a) of the Exchange Act.
Certification of Principal Executive Officer and Principal Financial Officer pursuant to Rules 13a-1 or 15d-1 of'the Exchange Act. and 18 U.S.C. Section

Inline XBRL Instance Document-the instance document does not appear in the Interactive Data File as its XBRL tags are embedded within the Inline XBRL
document.

Cover Page Interactive Data File (embedded within the Inline XBRL and contained in Exhibit 101).

** Furnished herewith.
+ Indicates management contract or compensatory plan.
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SIGNATURES

In accordance with the requirements of the Securities Exchange Act of 1934, the Registrant has caused this report to be signed by the undersigned hereunto duly authorized.

PALISADE BIO, INC.

Date: August 10, 2026 /s/ J.D. Finley
J.D. Finley, Chief Executive Officer, Chief Financial Officer and Director
(Principal Executive Officer and Principal Financial and Accounting

Officer)
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Exhibit 31.1

SECTION 302
CERTIFICATION OF THE PRINCIPAL EXECUTIVE OFFICER

L, J.D. Finley, certify that:
1.I have reviewed this Quarterly Report on Form 10-Q of Palisade Bio, Inc.;

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

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

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

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

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

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

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

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

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

(b)Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.
Date: August 10, 2026
By: /s/ J.D. Finley
J.D. Finley

Chief Executive Officer
Principal Executive Officer



Exhibit 31.2

SECTION 302
CERTIFICATION OF THE PRINCIPAL FINANCIAL OFFICER

L, J.D. Finley, certify that:
1.I have reviewed this Quarterly Report on Form 10-Q of Palisade Bio, Inc.;

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

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

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

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

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

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

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

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

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

(b)Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.
Date: August 10, 2026
By: /s/ J.D. Finley
J.D. Finley

Chief Financial Officer
Principal Financial and Accounting Officer



Exhibit 32.1
CERTIFICATION

Pursuant to the requirement set forth in Rule 13a-14(b) of the Securities Exchange Act of 1934, as amended, (the “Exchange Act”) and Section 1350 of Chapter 63 of Title 18 of the
United States Code (18 U.S.C. §1350), J.D. Finley, Chief Financial Officer and Chief Executive Officer of the Company, each hereby certifies that, to the best of his knowledge:

1.The Company’s Quarterly Report on Form 10-Q for the period ended June 30, 2026, to which this Certification is attached as Exhibit 32.1 (the “Periodic Report™), fully complies
with the requirements of Section 13(a) or Section 15(d) of the Exchange Act; and

2.The information contained in the Periodic Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Dated: August 10, 2026

IN WITNESS WHEREOF, the undersigned has set their hand hereto as of the date indicated above.

/s/ J.D. Finley

J.D. Finley

Chief Executive Officer and

Chief Financial Officer

(Principal Executive Officer and Principal Financial and Accounting Officer)

This certification accompanies the Form 10-Q to which it relates, is not deemed filed with the Securities and Exchange Commission and is not to be incorporated by reference
into any filing of the Company under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended (whether made before or after the date of the
Form 10-Q), irrespective of any general incorporation language contained in such filing.”






