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PRELIMINARY PROXY STATEMENT
SUBJECT TO COMPLETION, DATED JULY 12, 2023

PROPOSED BUSINESS COMBINATION
YOUR VOTE IS VERY IMPORTANT

To the Stockholders of Catalyst Biosciences, Inc.:

You are cordially invited to attend a virtual special meeting of stockholders of Catalyst Biosciences, Inc., a
Delaware corporation (“Catalyst”), which will be held on , 2023, at Pacific Time, unless
postponed or adjourned to a later date. The Catalyst special meeting will be held entirely online. You will be
able to attend and participate in the Catalyst special meeting online by visiting
http://www.virtualshareholdermeeting.com/CBI02023SM, where you will be able to listen to the meeting live,
submit questions and vote. On December 26, 2022, Catalyst acquired the F351 Assets (as defined below)
from GNI Group Ltd., a company incorporated under the laws of Japan with limited liability (“‘GNI Japan”),
and GNI Hong Kong Limited, a company incorporated under the laws of Hong Kong with limited liability
(“GNI Hong Kong” and, together with GNI Japan, the “Sellers”), pursuant to that certain Asset Purchase
Agreement, dated December 26, 2022, as amended on March 29, 2023 (the “F351 Agreement”), by and
among Catalyst and the Sellers. Pursuant to the F351 Agreement, Catalyst acquired all of the assets and
intellectual property rights primarily related to the Sellers’ proprietary Hydronidone compound (collectively,
the “F351 Assets”), other than related assets and intellectual property rights located in the People’s Republic
of China (the “PRC"). The F351 Assets include 15 issued or pending patents and patent applications outside
of the PRC, with the last acquired issued patent expected to expire in August 2037.

Under the terms of the F351 Agreement and upon the effective time of the transactions contemplated by the
F351 Agreement, Catalyst issued to the Sellers equity interests with an aggregate value of $35,000,000 in
the form of: 6,266,521 shares of Catalyst's common stock, par value $0.001 per share (the “Catalyst
Common Stock”); and 12,340 shares of Catalyst Series X Convertible Preferred Stock, par value $0.001 per
share (the “Catalyst Convertible Preferred Stock”), which Catalyst Convertible Preferred Stock is convertible,
upon the approval of the stockholders of Catalyst (as further described herein) into shares of Catalyst
Common Stock at a ratio of one (1) share of Catalyst Convertible Preferred Stock to 10,000 shares of
Catalyst Common Stock.

In addition, Catalyst, GNI USA, Inc., a Delaware corporation (“GNI USA”"), GNI Japan, GNI Hong Kong,
Shanghai Genomics, Inc., a company organized under the laws of the PRC (“SG” and collectively with GNI
USA, GNI Japan and GNI HK, “Contributors,” and each a “Contributor”), the individuals (each, a “Minority
Holder” and collectively, the “Minority Holders”) listed on an annex thereto, and Continent Pharmaceuticals
Inc., a Cayman Islands company limited by shares (“CPI"), entered into the Business Combination
Agreement on December 26, 2022, as amended on March 29, 2023 (the “Business Combination
Agreement”). The Business Combination Agreement contains the terms and conditions of the proposed
business combination pursuant to which Catalyst will acquire an indirect controlling interest in Beijing
Continent Pharmaceuticals Co., Ltd, a company organized under the laws of the PRC (“BC").

Pursuant to the Business Combination Agreement, (a) GNI USA will contribute all of its ordinary shares in
the capital of CPI, par value $0.0001 per share (each a “CPI Ordinary Share”), to Catalyst in exchange for
688,850,101 shares of Catalyst Common Stock (the “CPI Contribution”), (b) GNI USA will contribute its
interest in Further Challenger International Limited, a company incorporated and existing under the laws of
the British Virgin Islands with company number 1982271 (“Further Challenger”), to Catalyst in exchange for
264,971,695 shares of Catalyst Common Stock (the “FC Contribution”) and (c) each Minority Holder will
contribute 100% of the interest he or she holds in his or her respective Entity (as defined in the Business
Combination Agreement) to Catalyst in exchange for an aggregate of 156,954,428 shares of Catalyst
Common Stock to be issued to such Minority Holders (the “Minority Holder Contributions” and together with
the CPI Contribution and the FC Contribution, the “Contributions”). At the election of GNI USA or any
Minority Holder, GNI USA or such Minority Holder may be issued shares of Catalyst Convertible Preferred
Stock in lieu of some or all of the shares of Catalyst Common Stock GNI USA or any such Minority Holder is
entitled to receive. Catalyst stockholders immediately before the Contributions are expected to own
approximately 2.5% of the outstanding shares of the combined company, GNI USA is expected to own
approximately 85.2% of the outstanding shares of the combined company and the Minority Holders are
expected to own approximately 12.3% of the outstanding shares of the combined company, in each case,
assuming conversion of the Catalyst Convertible
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Preferred Stock and subject to certain assumptions, including, but not limited to, a valuation for Catalyst
equal to $8.5 million and a valuation for the percentage of BC acquired in the business combination equal to
$299.8 million. The combined company following the Contributions is referred to herein as the combined
company.

In addition, at the Effective Time (as defined in the Business Combination Agreement), BC will terminate its
2021 Stock Incentive Plan (the “2021 Plan”) and each option (a “BC Option”) to purchase common shares
(the “BC Common Shares”) of BC outstanding under the 2021 Plan will be terminated and replaced with
options granted pursuant to a sub-plan for PRC participants under the Gyre Therapeutics, Inc. 2023
Omnibus Incentive Plan (the “2023 Omnibus Incentive Plan”) that are substantially similar in all material
respects to the BC Options previously outstanding under the 2021 Plan.

Prior to the closing of the Contributions, Catalyst will conduct a reverse stock split of the Catalyst Common
Stock, at a ratio of not less than 1-for- and not more than 1-for- and thereafter, each share of
Catalyst Common Stock and option to purchase Catalyst Common Stock that is issued and outstanding at
the Effective Time will remain issued and outstanding and such shares will be unaffected by the
Contributions. Immediately before the Contributions, the Catalyst stockholders as of immediately prior to the
Contributions hold approximately 83.4% of the outstanding shares of capital stock of Catalyst, GNI Japan
owns approximately 2.4% of the outstanding shares of capital stock of Catalyst and GNI Hong Kong owns
approximately 14.2% of the outstanding shares of capital stock of Catalyst. Immediately after the
Contributions, the Catalyst stockholders as of immediately prior to the Contributions are expected to own
approximately 2.5% of the outstanding shares of capital stock of the combined company, GNI USA is
expected to own approximately 85.2% of the outstanding shares of capital stock of the combined company
and the Minority Holders are expected to own approximately 12.3% of the outstanding shares of capital stock
of the combined company, in each case, assuming conversion of the Catalyst Convertible Preferred Stock.
Immediately after the Contributions, the Catalyst stockholders as of immediately prior to the Contributions
are expected to own approximately 2.0% of the outstanding shares of the combined company, GNI USA is
expected to own approximately 70.6% of the outstanding shares of the combined company, the Minority
Holders are expected to own approximately 10.2% of the outstanding shares of the combined company, the
holders of options granted under the 2023 Omnibus Incentive Plan (“Gyre Options”) are expected to own
approximately 16.6% of the outstanding shares of the combined company and the holders of outstanding
options of Catalyst are expected to own approximately 0.6% of the outstanding shares of the combined
company, in each case, on a fully diluted basis assuming conversion of the Catalyst Convertible Preferred
Stock and including the outstanding options of Catalyst and the Gyre Options to be granted in respect of the
BC Options.

BC faces various risks and uncertainties related to doing business in the PRC. BC’s business operations are
primarily conducted in the PRC, and BC is subject to complex and evolving PRC laws and regulations. For a
detailed description of risks related to doing business in the PRC, please refer to the risks disclosed under
“Risk Factors—Risks Related to BC—Risks Related to BC'’s Business Operations in the PRC ."

The PRC government’s significant authority in regulating the combined company’s operations and its
oversight and control over offerings conducted overseas by, and foreign investment in, PRC-based issuers
could significantly limit or completely hinder the combined company’s ability to offer or continue to offer
securities to investors and cause the value of the combined company’s securities to significantly decline or
be worthless if the Contributions are consummated. Implementation of industry-wide regulations, including
data security or anti-monopoly related regulations, in this nature could result in a material change in the
combined company’s operations and may cause the value of the combined company’s securities to
significantly decline or become worthless if the Contributions are consummated. Risks and uncertainties
arising from the legal system in China, including risks and uncertainties regarding the enforcement of laws
and quickly evolving rules and regulations in China could result in a material adverse change in the
combined company’s operations and the value of the combined company’s common stock if the
Contributions are consummated. For example, in recent years, the PRC government has made statements
and taken regulatory actions to regulate certain market players or to improve its supervision of the market in
general, such as those related to data security or anti-monopoly concerns. There is no assurance that any
new rules or regulations promulgated in the future will not impose additional requirements on the combined
company. If any such rules or regulations are adopted, the combined company may be subject to more
stringent regulatory scrutiny for its operation and financing efforts, which may in turn result in more
compliance costs and expenses for the combined company, delay the combined company’s investment and
financing activities, or otherwise impact the combined company’s ability to conduct its business, accept
foreign investments, or list on a U.S. or other foreign exchange following the
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Contributions. For more details, see “Risk Factors Risks Related to BC —Risks Related to BC’s Business
Operations in the PRC—The PRC government may intervene in or influence BC'’s operations at any time,
which could result in a change in BC’s operations and There are uncertainties regarding the interpretation
and enforcement of PRC laws, rules and regulations.”

Pursuant to the Cybersecurity Review Measures published by the Cybersecurity Administration of China,
which became effective on February 15, 2022, critical information infrastructure operators purchasing
network products and services which affect or may affect national security, or online platform operators
possessing personal information of more than one million users, seeking to be listed on foreign stock
markets must apply for a cybersecurity review by the Cybersecurity Review Office. For a detailed
description, please refer to risks disclosed under “Risk Factors—Risks Related to BC—Risks Related to BC'’s
Business Operations in the PRC—Risks Relating to BC’s Financial Position and Need for Additional Capital-
Compliance with the PRC’s new Data Security Law, Cyber Security Law, Cybersecurity Review Measures,
Personal Information Protection Law, regulations and guidelines relating to the multi-level protection scheme
on cyber security and any other future laws and regulations may entail significant expenses and could affect
BC's business.”

According to Special Administrative Measure (Negative List) for Access of Foreign Investments (2021
Edition) which became effective on January 1, 2022 (the “Negative List"), if a PRC company, which engages
in any business where foreign investment is prohibited under the Negative List, or prohibited businesses,
seeks an overseas offering or listing, it must obtain the approval from competent governmental authorities.
For a detailed description, please refer to “BC’s Business—Regulations on M&A and Overseas Listings .”

However, applicable PRC laws and regulations may be tightened, and new laws or regulations may be
introduced to impose additional government approval, license, and permit requirements. If BC or its
subsidiaries fail to obtain and maintain such approvals, licenses, or permits required for its business,
inadvertently conclude that such approval is not required, or respond to changes in the regulatory
environment, BC or its subsidiaries could be subject to liabilities, penalties, and operational disruption, which
may materially and adversely affect its business, operating results, financial condition and the value of our
ordinary shares, significantly limit or completely hinder our ability to offer or continue to offer securities to
investors, or cause such securities to significantly decline in value or become worthless.

Generally, cash is transferred through BC'’s organization in the following manner: (i) funds are transferred to
BC from CPI as needed through BJContinent Pharmaceuticals Limited, a company incorporated under the
laws of Hong Kong with limited liability (“BJC Limited”), or from other domestic shareholders, in the form of
capital contributions or shareholder loans; and (ii) dividends or other distributions may be paid by BC to CPI
through BJC Limited, or to other domestic shareholders.

In September 2020, BC paid a cash dividend of $1.9 million to BJC Limited. As required under the PRC
Enterprise Income Tax Law, the dividends paid by BC were subject to a withholding tax rate of 10%. Such
amount was settled in full net of withholding PRC tax through multiple payments by August 2020.

Since BC's inception to the date of this proxy statement, there were no transfers, dividends, or distributions
between BJC Limited, BC, BC’s wholly-owned subsidiary (Beijing Continent Biomedical Technology Co.,
Ltd., a company organized under the laws of the PRC (“BC Biomedical)), or to investors (except as
disclosed above and excluding shareholder capital contributions). BC intends to retain all available funds and
any future earnings for use in the operation of its business and does not anticipate paying any cash
dividends on its capital stock in the foreseeable future. Notwithstanding the foregoing, any determination to
pay cash dividends subsequent to the Contributions will be at the discretion of the combined company’s
board of directors and will depend upon a number of factors, including the combined company'’s results of
operations, financial condition, future prospects, contractual restrictions, restrictions imposed by applicable
law and other factors the combined company’s board of directors deems relevant. For more details, see
“BC’s Business—Regulatory Requirements in the PRC—Dividends, Distributions and Other Transfers”,
Audited Financial Statements of Beijing Continent Pharmaceuticals Co., Ltd. and “Selected Historical and
Unaudited Pro Forma Condensed Combined Financial Information—Unaudited Pro Forma Condensed
Combined Financial Information” included elsewhere in this proxy statement.

Under the Holding Foreign Companies Accountable Act (the “HFCAA”), the SEC is required to identify
issuers that retain an auditor that has a branch or office that is located in a foreign jurisdiction and that the
Public Company Accounting Oversight Board (the “PCAOB”) determines it is unable to inspect or investigate
completely because of a position taken by an authority in that foreign jurisdiction. On December 16, 2021,
the PCAOB issued a report on
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its determination that it is unable to inspect or investigate completely PCAOB-registered accounting firms
headquartered in the PRC and in Hong Kong. On December 15, 2022, the PCAOB announced that it was
able to conduct inspections and investigations of PCAOB-registered public accounting firms headquartered
in mainland PRC and Hong Kong in 2022, and as a result, the PCAOB vacated its December 2021
determinations. While vacating those determinations, the PCAOB noted that, should it encounter any
impediment to conducting an inspection or investigation of auditors in mainland PRC or Hong Kong as a
result of a position taken by any authority there, the PCAOB would act to immediately reconsider the need to
issue new determinations consistent with the HFCAA and PCAOB Rule 6100.

If (i) the combined company’s operations require that it retain an auditor that is headquartered in mainland
PRC to act as a principal auditor in order to comply with the standards of the PCAOB and (ii) the PCAOB
retakes a position that is similar to its December 2021 determinations, then the combined company would be
identified by the SEC as a Commission-ldentified Issuer. In accordance with the HFCAA, the combined
company'’s securities would be prohibited from being traded on a national securities exchange or in the over-
the-counter trading market in the United States if the SEC identifies the combined company as a
Commission-ldentified Issuer for two consecutive years in the future. The combined company’s operations
will likely require such an auditor to act as its principal auditor. For a detailed description of risks of and
impacts on the combined company relating to the HFCAA and related regulations, please refer to risks
disclosed under “Risk Factors—Risks Related to the Combined Company—The PRC-operations portion of
the combined company’s audit may be conducted by an independent registered public accounting firm that
is not subject to inspection by the PCAOB, which may negatively impact investor sentiment towards the
combined company or its PRC operations, which could adversely affect the market price of the combined
company’s common stock.”

Shares of Catalyst Common Stock are currently listed on The Nasdaq Capital Market under the symbol
“CBIO.” Catalyst has filed a listing application for the combined company with The Nasdaq Stock Market Inc.
(“Nasdaq”). After completion of the Contributions, the combined company will be renamed “Gyre
Therapeutics, Inc.” and it is expected that the common stock of the combined company will trade on The
Nasdaq Stock Market under the symbol “GYRE.” On , the last trading day before the date of this
proxy statement, the closing sale price of Catalyst Common Stock was $ per share.

Catalyst stockholders are cordially invited to attend the special meeting of Catalyst stockholders. Catalyst is
holding its special meeting of stockholders, or the Catalyst special meeting, on , 2023, at

Pacific Time, unless postponed or adjourned to a later date, in order to obtain the stockholder approvals
necessary to complete the Contributions and related matters. The Catalyst special meeting will be held
entirely online. Catalyst stockholders will be able to attend and participate in the Catalyst special meeting
online by visiting http://www.virtualshareholdermeeting.com/CBI02023SM, where they will be able to listen
to the meeting live, submit questions and vote. At the Catalyst special meeting, Catalyst will ask its
stockholders:

1. To approve, for purposes of Nasdaq Listing Rules 5635(a) and (b), the issuance of shares of
Catalyst Common Stock and Catalyst Convertible Preferred Stock, each pursuant to the terms of
the Business Combination Agreement (as it may be amended from time to time), a copy of which is
attached as Annex A to this proxy statement;

2. To approve, for purposes of Nasdaq Listing Rules 5635(a) and (b), the conversion of Catalyst
Convertible Preferred Stock into shares of Catalyst Common Stock pursuant to the F351
Agreement, a copy of which is attached as Annex B to this proxy statement;

3. To adopt and approve an amendment to the restated certificate of incorporation of Catalyst to
increase the number of authorized shares of Catalyst Common Stock from 100,000,000 shares to
shares;

4. To adopt and approve an amendment to the restated certificate of incorporation of Catalyst to effect
a reverse stock split of Catalyst Common Stock, by a ratio of not less than 1-for- and not
more than 1-for- , such ratio and the implementation and timing of the reverse stock split to
be determined in the discretion of Catalyst's board of directors;

5. To adopt and approve an amendment to the restated certificate of incorporation of Catalyst to
create a new class of non-voting common stock of Catalyst;

6. To approve the Gyre Therapeutics, Inc. 2023 Omnibus Incentive Plan;
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7. To adopt and approve an amendment to the restated certificate of incorporation of Catalyst to allow
for stockholder action by written consent in certain circumstances;

8. To elect as director the two nominees named in the proxy statement to serve until the 2026 annual
meeting of stockholders and until his or her successor is duly elected and qualified;

9. To approve, by non-binding advisory vote, the compensation of Catalyst's named executive officers;
10. To conduct an advisory vote on the frequency of future advisory votes on executive compensation;

11. To ratify the selection of EisnerAmper LLP as Catalyst’s independent registered public accounting
firm; and

12. To consider and vote upon an adjournment of the Catalyst special meeting, if necessary, to solicit
additional proxies if there are not sufficient votes in favor of Proposal Nos. 1, 2, 3, 4, 5 and 6.

After careful consideration, the Catalyst board of directors has approved the Business Combination
Agreement and has determined that it is advisable to consummate the Contributions and the other
transactions contemplated by the Business Combination Agreement. Catalyst's board of directors has
approved the proposals described in this proxy statement and recommends that its stockholders vote “FOR”
Proposal Nos. 1, 2, 3,4, 5,6, 7,9, 11 and 12, “FOR” the election of the director nominees named in Proposal
No. 8 and “ONE YEAR” on Proposal No. 10, as described in this proxy statement.

More information about Catalyst, BC, the Business Combination Agreement and the transactions
contemplated thereby, and the foregoing proposals is contained in this proxy statement. Catalyst
urges you to read this proxy statement carefully and in its entirety. IN PARTICULAR, YOU SHOULD
CAREFULLY CONSIDER THE MATTERS DISCUSSED UNDER “RISK FACTORS” BEGINNING ON
PAGE 34 OF THIS PROXY STATEMENT.

Catalyst is excited about the opportunities the Contributions bring to Catalyst's stockholders and thanks you
for your consideration and continued support. Sincerely,

Nassim Usman, Ph.D.
President and Chief Executive Officer

Catalyst Biosciences, Inc.

Neither the Securities and Exchange Commission nor any state securities commission has approved
or disapproved of the transactions in this proxy statement, passed upon the merits or fairness of the
Business Combination Agreement or the Contributions, or passed upon the adequacy or accuracy of
this proxy statement. Any representation to the contrary is a criminal offense.

This proxy statement is dated , 2023 and is first being mailed to Catalyst stockholders on or about
, 2023.
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Catalyst Biosciences, Inc.
611 Gateway Blvd
Suite 120
South San Francisco, CA 94080
(650) 871-0761

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS

To the stockholders of Catalyst Biosciences, Inc.:

NOTICE IS HEREBY GIVEN that a virtual special meeting of stockholders, or the Catalyst special meeting,
will be held on 2023, at Pacific Time, unless postponed or adjourned to a later date. The
Catalyst special meeting will be held entirely online. You will be able to attend and participate in the Catalyst
special meeting online by visiting http://www. virtualshareholdermeeting.com/CBI02023SM, where you will
be able to listen to the meeting live, submit questions and vote.

The Catalyst special meeting will be held for the following purposes:

1.

10.
11.

12.

To approve, for purposes of Nasdaq Listing Rule 5635(a) and (b), the issuance of shares of
common stock of Catalyst Biosciences, Inc. (“Catalyst”), par value $0.001 per share (“Catalyst
Common Stock”) and shares of Catalyst Series X Convertible Preferred Stock, par value $0.001 per
share (the “Catalyst Convertible Preferred Stock”), each pursuant to the terms of the Business
Combination Agreement and the F351 Agreement (as they may be amended from time to time),
copies of which are attached as Annex A and Annex B, respectively, to this proxy statement;

To approve, for purposes of Nasdag Listing Rules 5635(a) and (b), the conversion of Catalyst
Convertible Preferred Stock into shares of Catalyst Common Stock pursuant to the Asset Purchase
Agreement, dated December 26, 2022, by and among Catalyst, GNI Japan and GNI Hong Kong
(the “F351 Agreement”), a copy of which is attached as Annex B to this proxy statement;

To adopt and approve an amendment to the restated certificate of incorporation of Catalyst to
increase the number of authorized shares of Catalyst Common Stock from 100,000,000 shares to
shares;

To adopt and approve an amendment to the restated certificate of incorporation of Catalyst to effect
a reverse stock split of Catalyst Common Stock, by a ratio of not less than 1-for- and not
more than 1-for- , such ratio and the implementation and timing of the reverse stock split to
be determined in the discretion of Catalyst's board of directors;

To adopt and approve an amendment to the restated certificate of incorporation of Catalyst to
create a new class of non-voting common stock of Catalyst;

To approve the Gyre Therapeutics, Inc. 2023 Omnibus Incentive Plan;

To adopt and approve an amendment to the restated certificate of incorporation of Catalyst to allow
for stockholder action by written consent in certain circumstances;

To elect as director the two nominees named in the proxy statement to serve until the 2026 annual
meeting of stockholders and until his or her successor is duly elected and qualified;

To approve, by non-binding advisory vote, the compensation of Catalyst's named executive officers;
To conduct an advisory vote on the frequency of future advisory votes on executive compensation;

To ratify the selection of EisnerAmper LLP as Catalyst's independent registered public accounting
firm; and

To consider and vote upon an adjournment of the Catalyst special meeting, if necessary, to solicit
additional proxies if there are not sufficient votes in favor of Proposal Nos. 1, 2, 3, 4, 5 and 6.

Record Date: Catalyst’s board of directors has fixed the close of business on , 2023 as the

record date for the determination of stockholders entitled to notice of and to vote at, the
Catalyst special meeting and any adjournment or postponement thereof. Only
stockholders of record of Catalyst at the close of business on the record date are entitled
to notice of and to vote at
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the Catalyst special meeting. Notwithstanding the foregoing, holders of outstanding
shares of Catalyst Series Y Preferred Stock, par value $0.001 per share (“Catalyst Series
Y Preferred Stock”) will only be entitled to vote such shares on Proposal No. 4 and will
only be able to vote to the extent that such shares have not been automatically redeemed
in the Initial Redemption, as described in this proxy statement. At the close of business
on the record date, shares of Catalyst Common Stock were issued and
outstanding and shares of Catalyst Series Y Preferred Stock were issued and
outstanding.

Your vote is important. Assuming a quorum is present, (i) the affirmative vote of the holders of a
majority of all of the shares of Catalyst Common Stock present in person or represented by proxy at
the Catalyst special meeting and entitled to vote on such matter is required for approval of Proposal
Nos. 1, 2, 6, 9, 11 and 12 and for approval of one of the options set forth under Proposal No. 10,
(ii) the affirmative vote of the holders of a majority of the outstanding shares of Catalyst Common
Stock entitled to vote thereon is required for approval of Proposal Nos. 3 and 5, (iii) the affirmative
vote of the holders of a majority of the outstanding shares of Catalyst Common Stock and Catalyst
Series Y Preferred Stock entitled to vote thereon is required for approval of Proposal No. 4, (iv) the
affirmative vote of the holders of two-thirds of the outstanding shares of Catalyst Common Stock
entitled to vote thereon is required for approval of Proposal No. 7 and (v) the two nominees receiving
the highest number of affirmative “FOR” votes shall be elected as Class Il directors pursuant to
Proposal No. 8.

Approval of Proposal Nos. 1, 2, 3, 4 and 6 is a condition to the completion of the Contributions.
Therefore, the Contributions cannot be consummated without the approval of Proposal Nos. 1, 2, 3, 4
and 6.

Even if you plan to virtually attend the Catalyst special meeting, Catalyst requests that you sign and
return the enclosed proxy or submit a proxy to vote by mail or online to ensure that your shares will
be represented at the Catalyst special meeting if you are unable to virtually attend. You may change
or revoke your proxy at any time before it is voted at the Catalyst special meeting. As a result of the
dividend of shares of Catalyst Series Y Preferred Stock to stockholders of record as of the close of
business on June 30, 2023, each holder of shares of Catalyst Common Stock will also hold a number
of one one-thousandths of a share of Catalyst Series Y Preferred Stock equal to the whole number of
shares of Catalyst Common Stock held by such holder. Because any one one-thousandths of a
share of Catalyst Series Y Preferred Stock that is not present in person or by proxy at the Catalyst
special meeting as of immediately prior to the opening of the polls at the Catalyst special meeting
will be automatically redeemed, if you fail to attend the Catalyst special meeting or fail to submit a
proxy to vote your shares, your shares of Catalyst Series Y Preferred Stock will be redeemed
immediately prior to the opening of the polls at the Catalyst special meeting and you will not be
entitled to vote those shares at the Catalyst special meeting.

CATALYST'S BOARD OF DIRECTORS HAS DETERMINED AND BELIEVES THAT EACH OF THE
PROPOSALS OUTLINED ABOVE IS FAIR TO, IN THE BEST INTERESTS OF AND ADVISABLE TO
CATALYST AND ITS STOCKHOLDERS AND HAS APPROVED EACH SUCH PROPOSAL. CATALYST’'S
BOARD OF DIRECTORS RECOMMENDS THAT CATALYST STOCKHOLDERS VOTE “FOR” EACH
SUCH PROPOSAL.

Important Notice Regarding the Availability of Proxy Materials for the Stockholders’ Meeting to Be
Held
on , 2023, at Pacific Time via the internet

This notice of special meeting of stockholders and the related proxy statement and annual report to
stockholders
re available at http://www.virtualshareholdermeeting.com/CBI02023SM

By Order of Catalyst’s Board of Directors,

Nassim Usman, Ph.D.
President and Chief Executive Officer
South San Francisco

, 2023
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REFERENCES TO ADDITIONAL INFORMATION

This proxy statement incorporates important business and financial information about Catalyst that is not
included in or delivered with this document. You may obtain this information without charge through the
Securities and Exchange Commission website (www.sec.gov) or upon your written or oral request by
contacting Catalyst Biosciences, Inc. at 611 Gateway Blvd. Suite 120, South San Francisco, California
94080.

To ensure timely delivery of these documents, any request should be made no later than ,
2023 to receive them before the Catalyst special meeting.

For additional details about where you can find information about Catalyst, please see the section entitled
“Where You Can Find More Information” beginning on page 343 of this proxy statement.
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QUESTIONS AND ANSWERS ABOUT THE CONTRIBUTIONS

Except where specifically noted, the following information and all other information contained in this proxy
statement does not give effect to the proposed reverse stock split described in Proposal No. 4 of this proxy
statement.

The following section provides answers to frequently asked questions about the Contributions. This section,
however, provides only summary information. For a more complete response to these questions and for
additional information, please refer to the cross-referenced sections.

Q:
A:

What are the Contributions?

Catalyst Biosciences, Inc. (“Catalyst”), GNI USA, Inc., a Delaware corporation (“GNI USA"), GNI Group
Ltd., a company incorporated under the laws of Japan with limited liability (“‘GNI Japan”), GNI Hong
Kong Limited, a company incorporated under the laws of Hong Kong with limited liability (“GNI Hong
Kong”), Shanghai Genomics, Inc., a company organized under the laws of the PRC (“SG” and
collectively with GNI USA, GNI Japan and GNI HK, “Contributors,” and each a “Contributor”), the
individuals (each, a “Minority Holder” and collectively, the “Minority Holders”) listed on an annex thereto
and Continent Pharmaceuticals Inc., a Cayman Islands company limited by shares (“CPI"), entered into
the Business Combination Agreement on December 26, 2022, a copy of which is attached as Annex A
to this proxy statement, and amended such Business Combination Agreement on March 29, 2023, a
copy of which is attached as Annex A (the “Business Combination Agreement”). The Business
Combination Agreement contains the terms and conditions of the proposed business combination
pursuant to which Catalyst will acquire an indirect controlling interest in Beijing Continent
Pharmaceuticals Co., Ltd, a company organized under the laws of the PRC (“BC").

Pursuant to the Business Combination Agreement, (a) GNI USA will contribute all of its ordinary shares
in the capital of CPI, par value $0.0001 per share (each a “CPI Ordinary Share”) to Catalyst in exchange
for 688,850,101 shares of Catalyst Common Stock, par value $0.001 per share (the “Catalyst Common
Stock”) (the “CPl Contribution”), (b) GNI USA will contribute its interest in Further Challenger
International Limited, a company incorporated and existing under the laws of the British Virgin Islands
with company number 1982271 (“Further Challenger”), to Catalyst in exchange for 264,971,695 shares
of Catalyst Common Stock (the “FC Contribution”) and (c) each Minority Holder will contribute 100% of
the interest he or she holds in his or her respective Entity (as defined in the Business Combination
Agreement) to Catalyst in exchange for an aggregate of 156,954,428 shares of Catalyst Common Stock
to be issued to such Minority Holders (the “Minority Holder Contributions” and together with the CPI
Contribution and the FC Contribution, the “Contributions”). At the election of GNI USA or any Minority
Holder, GNI USA or such Minority Holder shall be issued shares of Catalyst Convertible Preferred Stock
in lieu of some or all of the shares of Catalyst Common Stock GNI USA or such Minority Holder is
entitled to receive. References to the “combined company” are to Gyre Therapeutics, Inc. following the
consummation of the transactions contemplated by the Business Combination Agreement.

In addition, at the Effective Time (as defined in the Business Combination Agreement), BC will terminate
its 2021 Stock Incentive Plan (the “2021 Plan”) and each option (a “BC Option”) to purchase common
shares (the “BC Common Shares”) of BC outstanding under the 2021 Plan will be terminated and
replaced with options granted pursuant to a sub-plan for PRC participants under the Gyre Therapeutics,
Inc. 2023 Omnibus Incentive Plan (the “2023 Omnibus Incentive Plan”) that are substantially similar in
all material respects to the BC Options previously outstanding under the 2021 Plan.

Prior to the closing of the Contributions, Catalyst will conduct a reverse stock split of the Catalyst
Common Stock, at a ratio of not less than 1-for- and not more than 1-for- and
thereafter, each share of Catalyst Common Stock and option to purchase Catalyst Common Stock that
is issued and outstanding at the Effective Time will remain issued and outstanding and such shares will
be unaffected by the Contributions. Otherwise, each share of Catalyst Common Stock and option to
purchase Catalyst Common Stock that is issued and outstanding at the Effective Time will remain issued
and outstanding and such shares and options will be unaffected by the Contributions. Immediately after
the Contributions, Catalyst stockholders as of immediately prior to the Contributions are expected to
own approximately 2.5% of the outstanding shares of the combined company, GNI USA is expected to
own approximately 85.2% of the outstanding shares of the combined company and the Minority Holders
are expected to own approximately 12.3% of the outstanding shares of the combined company, in each
case, assuming conversion of the Catalyst Convertible Preferred Stock. Immediately after the
Contributions, the holders of the capital stock of Catalyst as of immediately prior to the Contributions are
expected to own approximately 2.0% of the outstanding shares of the combined company, GNI USA is
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expected to own approximately 70.6% of the outstanding shares of the combined company, the Minority
Holders are expected to own approximately 10.2% of the outstanding shares of the combined company,
the holders of options granted under the 2023 Omnibus Incentive Plan (“Gyre Options”) are expected to
own approximately 16.6% of the outstanding shares of the combined company and the holders of
outstanding options of Catalyst are expected to own approximately 0.6% of the outstanding shares of
the combined company, in each case, on a fully diluted basis assuming conversion of the Catalyst
Convertible Preferred Stock and including the outstanding options of Catalyst and the Gyre Options to
be granted in respect of the BC Options.

Q: Why are the two companies proposing to complete the transactions contemplated by the
Business Combination Agreement?

A: Catalyst and BC's management believe that the transactions contemplated by the Business
Combination Agreement will result in a commercial-stage organ fibrosis and inflammatory disease
company, with the drug ETUARY approved for the treatment of pulmonary fibrosis in the PRC and a
robust pipeline of product candidates in various stages of development, including a Phase 3 study of
Hydronidone in HBV associated fibrosis in the PRC and a Phase 2 study of Hydronidone in the United
States in non-alcoholic steatohepatitis (‘NASH”) fibrosis that is planned to begin in 2023. For a more
complete description of the reasons for the Contributions, please see the sections titled “The
Contributions—Catalyst Reasons for the Contributions” and “The Contributions—GNI Parties Reasons
for the Contributions” beginning on pages 125 and 126, respectively, of this proxy statement.

Q: Why am | receiving this proxy statement?

A: You are receiving this proxy statement because you have been identified as a stockholder of Catalyst
as of the record date and you are entitled to vote at the Catalyst special meeting to approve the matters
set forth herein. This proxy statement is used to solicit proxies for the Catalyst special meeting to vote
on the matters set forth herein.

Q: What proposals will be voted on at the Catalyst special meeting the approval of which are
conditions to the closing of the Contributions?

A: Pursuant to the terms of the Business Combination Agreement, the following proposals must be
approved by the requisite stockholder vote at the Catalyst special meeting in order for the Contributions
to close:

*  Proposal No. 1: To approve, for purposes of Nasdaq Listing Rule 5635(a) and (b), the issuance
of shares of Catalyst Common Stock and shares of Catalyst Convertible Preferred Stock, each
pursuant to the terms of the Business Combination Agreement (as it may be amended from
time to time), a copy of which is attached as Annex A to this proxy statement.

e Proposal No. 2: To approve, for purposes of Nasdaq Listing Rules 5635(a) and (b), the
conversion of Catalyst Convertible Preferred Stock into shares of Catalyst Common Stock
pursuant to the F351 Agreement, dated as of December 26, 2022, by and among Catalyst, GNI
Japan and GNI Hong Kong, as amended on March 29, 2023 (the “F351 Agreement”), a copy of
which is attached as Annex B to this proxy statement.

* Proposal No. 3: To adopt and approve an amendment to the restated certificate of
incorporation of Catalyst to increase the number of authorized shares of Catalyst Common
Stock from 100,000,000 shares to shares.

* Proposal No. 4: To adopt and approve an amendment to the restated certificate of
incorporation of Catalyst to effect a reverse stock split of Catalyst Common Stock, by a ratio of
not less than 1-for- and not more than 1-for- , such ratio and the
implementation and timing of the reverse stock split to be determined in the discretion of
Catalyst’s board of directors.

* Proposal No. 5: To adopt and approve an amendment to the restated certificate of
incorporation of Catalyst to create a new class of non-voting common stock of Catalyst.

»  Proposal No. 6: To approve an amendment and restatement of 2023 Omnibus Incentive Plan.

e Proposal No. 12: To consider and vote upon an adjournment of the Catalyst special meeting, if
necessary, to solicit additional proxies if there are not sufficient votes in favor of Proposal Nos.
1,2,3,4,5and 6.
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Approval of Proposal Nos. 1, 2, 3, 4 and 6 is a condition to the completion of the Contributions.
Therefore, the Contributions cannot be consummated without the approval of Proposal Nos. 1, 2, 3, 4
and 6.

In addition to the requirement of obtaining Catalyst stockholder approval, each of the other closing
conditions set forth in the Business Combination Agreement must be satisfied or waived. For a more
complete description of the closing conditions under the Business Combination Agreement, please see
the section entitled “The Business Combination Agreement—Conditions to the Completion of the
Contributions” beginning on page 152 of this proxy statement.

The presence at the Catalyst special meeting, in person or being represented by proxy, of the holders of
one-third of the outstanding shares of Catalyst Common Stock entitled to vote at the Catalyst special
meeting, shall constitute a quorum at the meeting for the purpose of approving the proposals.

Q: What stockholder votes are required to approve the proposals at the Catalyst special meeting?

A: Assuming a quorum is present, the affirmative vote of the holders of a majority of all of the shares of
Catalyst Common Stock present in person or represented by proxy at the Catalyst special meeting and
entitled to vote on such matter is required for approval of Proposal Nos. 1, 2, 6, 9, 11 and 12. On
Proposal Nos. 1, 2, 6, 9, 11 and 12, abstentions will have the same effect as “AGAINST” votes and
broker non-votes, if any, will have no effect.

Assuming a quorum is present, the affirmative vote of the holders of a majority of all of the shares of
Catalyst Common Stock present in person or represented by proxy at the Catalyst special meeting and
entitled to vote on such matter is required for approval of Proposal No. 10. Abstentions on Proposal No.
10 will have the same effect as a vote against each option, and broker non-votes, if any, will have no
effect. Because Proposal No. 10 has multiple options, if none of the options receives the affirmative vote
of the holders of a majority of all of the shares of Catalyst Common Stock present in person or
represented by proxy at the Catalyst special meeting and entitled to vote on the matter, then we will
consider the stockholders to have approved the option selected by the holders of a plurality of the
shares of Catalyst Common Stock present in person or represented by proxy at the Catalyst special
meeting and entitled to vote on the matter.

Assuming a quorum is present, the affirmative vote of the holders of a majority of the outstanding
shares of Catalyst Common Stock entitled to vote at the Catalyst special meeting is required for
approval of Proposal Nos. 3 and 5. Abstentions and broker non-votes, if any, will have the same effect
as “AGAINST” votes on Proposal Nos. 3 and 5.

Assuming a quorum is present, the affirmative vote of the holders of a majority of the outstanding
shares of Catalyst Common Stock and Catalyst Series Y Preferred Stock (defined below) entitled to vote
at the Catalyst special meeting is required for approval of Proposal No. 4. Please refer to the discussion
below under “How many votes do | have?” for a description of the Catalyst Series Y Preferred Stock,
which is entitled to be voted together with the Catalyst Common Stock as a single class on Proposal
No. 4. Shares of Catalyst Series Y Preferred Stock that are not present in person or by proxy as of
immediately prior to the opening of the polls at the Catalyst special meeting will be automatically
redeemed in the Initial Redemption (defined below) and, therefore, will not be outstanding or entitled to
vote on Proposal No. 4 and will be excluded from the calculation as to whether Proposal No. 4,
respectively, passes at the Catalyst special meeting. Due to the voting power of the shares of Catalyst
Series Y Preferred Stock that are redeemed pursuant to the Initial Redemption, the holders of Catalyst
Common Stock that submit a proxy to vote their shares at the Catalyst special meeting or vote at the
Catalyst special meeting will effectively have enhanced voting power on Proposal No. 4 over holders of
Catalyst Common Stock that are not represented in person or by proxy at the Catalyst special meeting.
This means that Proposal No. 4 could be approved by the affirmative vote of the holders of less than a
majority of the outstanding shares of Catalyst Common Stock. Abstentions and broker non-votes, if any,
will have the same effect as “AGAINST” votes on Proposal No. 4.

The Delaware General Assembly has passed amendments to the DGCL that would change the
stockholder vote required to effect a reverse split of stock that is listed on a national securities exchange
and meets certain other requirements. The Catalyst Common Stock is listed on the Nasdaq Capital
Market, a national securities exchange. The DGCL amendments are anticipated to become effective on
August 1, 2023, if they are signed into law by the Governor of Delaware, or otherwise enacted pursuant
to Delaware law, on or before that date. If the amendments to the DGCL become effective before
Catalyst files the amendment to the restated certificate of
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incorporation of Catalyst with the Delaware Secretary of State to effect the Reverse Stock Split, the
Catalyst board of directors reserves the right to rely upon the new stockholder vote requirements
authorized by the DGCL amendments to determine if Proposal No. 4 has been adopted. The DGCL
amendments would permit Catalyst to effect the Reverse Stock Split if the votes cast “FOR” Proposal
No. 4 exceed the votes cast “AGAINST” Proposal No. 4, assuming the presence of a quorum and if the
shares of Catalyst Common Stock meet the listing requirement of the Nasdaq Capital Market relating to
the minimum number of holders immediately after the amendment to the restated certificate of
incorporation effecting the Reverse Stock Split becomes effective. Under this voting standard,
abstentions and broker non-votes (if any), and shares of Catalyst Common Stock that are not present in
person or by proxy at the Catalyst special meeting, will have no effect on the outcome of the vote on
Proposal No. 4.

Assuming a quorum is present, the affirmative vote of the holders of two-thirds of the outstanding
shares of Catalyst Common Stock entitled to vote at the Catalyst special meeting is required for
approval of Proposal No. 7. Abstentions and broker non-votes, if any, will have the same effect as
“AGAINST" votes on Proposal No. 7.

Assuming a quorum is present, the two nominees receiving the highest number of affirmative “FOR”
votes shall be elected as Class Il directors pursuant to Proposal No. 8. Shares withheld and broker non-
votes, if any, will have no effect.

As of May 15, 2023, GNI Japan and GNI HK owned or controlled approximately 16.6% of the
outstanding shares of Catalyst Common Stock entitled to vote at the Catalyst special meeting. Pursuant
to the Business Combination Agreement, these stockholders have agreed to vote all shares of Catalyst
Common Stock owned by them as of the record date in favor of Proposal Nos. 1-6.

Q: What will BC shareholders, the Minority Holders and BC option holders receive in the
Contributions?

A: BC shareholders and the Minority Holders will receive shares of Catalyst Common Stock. Catalyst
stockholders immediately before the Contributions are expected to own approximately 2.5% of the
outstanding shares of the combined company, GNI USA is expected to own approximately 85.2% of the
outstanding shares of the combined company and the Minority Holders are expected to own
approximately 12.3% of the outstanding shares of the combined company, in each case, assuming
conversion of the Catalyst Convertible Preferred Stock and subject to certain assumptions, including,
but not limited to, a valuation for Catalyst equal to $8.5 million and a valuation for the percentage of BC
acquired in the business combination equal to $299.8 million. Immediately after the Contributions, the
holders of the capital stock of Catalyst as of immediately prior to the Contributions are expected to own
approximately 2.0% of the outstanding shares of the combined company, GNI USA is expected to own
approximately 70.6% of the outstanding shares of the combined company, the Minority Holders are
expected to own approximately 10.2% of the outstanding shares of the combined company, the holders
of Gyre Options to be granted in respect of BC Options are expected to own approximately 16.6% of the
outstanding shares of the combined company and the holders of outstanding options of Catalyst are
expected to own approximately 0.6% of the outstanding shares of the combined company, in each case,
on a fully diluted basis assuming conversion of the Catalyst Convertible Preferred Stock and including
the outstanding options of Catalyst and the Gyre Options to be granted in respect of the BC Options.

At the Effective Time of the Contributions, BC will terminate the 2021 Plan and BC Options outstanding
thereunder will be terminated and replaced with Gyre Options.

For a more complete description of what BC shareholders and option holders will receive in the
Contributions, please see the sections titled “The Contributions—Consideration” beginning on page 139
of this proxy statement.

Q: Will the common stock of the combined company trade on an exchange ?

A: Shares of Catalyst Common Stock are currently listed on The Nasdaqg Capital Market under the symbol
“CBIO.” Catalyst has filed a listing application for the combined company with The Nasdaq Stock Market
(“Nasdaq”). After completion of the Contributions, the combined company will be renamed “Gyre
Therapeutics, Inc.” and it is expected that the common stock of the combined company will trade on
Nasdaq under the symbol “GYRE.” On , 2023, the last trading day before the date of this proxy
statement, the closing sale price of Catalyst Common Stock was $ per share.
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Q: Who will be the directors of the combined company following the Contributions?

A: Immediately following the Contributions, the combined company’s board of directors will be composed
o feight (8) members, consisting of Gordon G. Carmichael, Thomas Eastling, Ying Luo, Ph.D.,
Songjiang Ma, Renate Parry, Nassim Usman, Ph.D., Charles Wu, Ph.D. and Han Ying, Ph.D.

Q: Who will be the executive officers of the combined company immediately following the
Contributions?

A: Immediately following the Contributions, the executive management team of the combined company is
expected to consist of:

Title Immediately Following

Name Contributions Title Immediately Prior to Contributions

Charles Wu, Ph.D. Chief Executive Officer and Director  Director of BC

Songjiang Ma President and Director Honorary Chairman, Director of BC

Ruoyu Chen Interim Chief Financial Officer Senior Vice President of Finance of GNI

USA,; Director of BC

Weiguo Ye Chief Operating Officer Director, President of BC

Suzana Corritori, Vice President of Clinical President & Owner of Corritori Consulting,

M.D., Ph.D., MSc. Development and Regulatory Affairs Inc.

Q: As a Catalyst stockholder, how does Catalyst’s board of directors recommend that | vote?

A: After careful consideration, Catalyst’'s board of directors recommends that Catalyst stockholders vote
“FOR” Proposal Nos. 1, 2, 3,4, 5, 6, 7,9, 11 and 12, “FOR” the election of the director nominees named
in Proposal No. 8 and “ONE YEAR” on Proposal No. 10.

Q: What risks should | consider in deciding whether to vote in favor of the Contributions?

A: You should carefully review the section entitled “ Risk Factors” beginning on page 34 of this proxy
statement and the annexes attached hereto and documents incorporated by reference herein, which set
forth certain risks and uncertainties related to the Contributions, risks and uncertainties to which the
combined company'’s business will be subject and risks and uncertainties to which each of Catalyst and
BC, as independent companies, are subject.

Q: When do you expect the Contributions to be consummated?

A: The Contributions are anticipated to close promptly after the Catalyst special meeting scheduled to be
held on , 2023, but the exact timing cannot be predicted. For more information, please see the
section entitled “The Business Combination Agreement—Conditions to the Completion of the
Contributions” beginning on page 152 of this proxy statement.

Q: What do | need to do now?

A: Catalyst urges you to read this proxy statement carefully, including the annexes attached hereto and the

documents incorporated by reference and to consider how the Contributions affect you.

If you are a Catalyst stockholder of record, you may vote or provide your proxy instructions in one of four
different ways:

* You can attend the Catalyst special meeting online and vote online during the special meeting.
*  You can mail your signed proxy card in the enclosed return envelope.

e You can provide your proxy instructions via telephone by following the instructions on your
proxy card.

*  You can provide your proxy instructions via the internet by following the instructions on your
proxy card.

Your signed proxy card, telephonic proxy instructions or internet proxy instructions must be received by
to be counted.
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If you hold your shares in “street name” (as described below), you may provide your proxy instructions
via telephone or the internet by following the instructions on your vote instruction form. Please provide
your proxy instructions only once, unless you are revoking a previously delivered proxy instruction and
as soon as possible so that your shares can be voted at the Catalyst special meeting.

Q: What happens if | do not return a proxy card or otherwise vote or provide proxy instructions, as
applicable?

A: If you are a Catalyst stockholder, the failure to return your proxy card or otherwise vote or provide proxy
instructions may reduce the aggregate number of votes required to approve Proposal Nos. 1, 2, 6, 9, 11
and 12 and to approve one of the options under Proposal No. 10. Also, your shares will not be counted
for purposes of determining whether a quorum is present at the Catalyst special meeting unless your
broker has and exercises, discretionary authority to vote on certain matters.

Q: May | attend the Catalyst special meeting and vote in person?

A: The Catalyst special meeting will be held entirely online. Stockholders of record as of the close of
business on will be able to attend and participate in the Catalyst special meeting online by accessing
www.virtualshareholdermeeting.com/CBIO2023SM. To join the Catalyst special meeting, you will need
to have your 16-digit control number which is included on your Notice of Internet Availability of Proxy
Materials and your proxy card. If your shares are held in “street hame,” you should contact your bank,
broker or other nominee to obtain your 16-digit control number or otherwise vote through your bank,
broker or other nominee.

Q: Who can vote?

A: Only stockholders of record at the close of business on , 2023 (the “Record Date”) are entitled to
notice of the Catalyst special meeting and to vote on the proposals described in this proxy statement. At
the close of business on the Record Date, shares of Catalyst Common Stock were issued and
outstanding, and shares of Catalyst Series Y Preferred Stock, par value $0.001 per share
(“Catalyst Series Y Preferred Stock”), were issued and outstanding. Holders of outstanding shares of
Catalyst Series Y Preferred Stock will only be entitled to vote such shares on Proposal No. 4 and will
only be able to vote to the extent that such shares have not been automatically redeemed in the Initial
Redemption (defined below).

Of the shares of Catalyst Common Stock issued and outstanding and entitled to vote, 6,266,521 shares
of Catalyst Common Stock were issued in the F351 Acquisition (as described in “Proposal No. 2 —
General” below) and are not entitled to vote on Proposal No. 2 for purposes of the listing rules of
Nasdaq. Catalyst anticipates that these 6,266,521 shares of Catalyst Common Stock will be voted in
favor of Proposal No. 2 for purposes of adopting the proposal under Delaware law. However, to comply
with Nasdagq rules, Catalyst will instruct the inspector of elections to conduct a separate tabulation that
subtracts 6,266,521 shares from the total number of shares voted in favor of Proposal No. 2 to
determine whether that proposal has been adopted in accordance with applicable Nasdagq rules.

Q: Why did the Catalyst board of directors decide to issue shares of Catalyst Series Y Preferred
Stock?

A: Over the past several years, several large brokerage firms (particularly firms with heavily retail
stockholders) have changed their voting policies and now no longer return broker votes at stockholder
meetings. As a result of these changes, numerous peer companies have had difficulty obtaining the
requisite level of approval for proposals, such as the reverse stock split proposal, even where the votes
cast were overwhelmingly in favor of the proposal. In such situations, the will of the voting stockholders
is effectively ignored due to an overall low level of voting turnout. In the case of the matters to be voted
on at the Catalyst special meeting, the Catalyst board of directors was concerned that a low level of
voter turnout would frustrate the will of the voting stockholders and potentially endanger both Catalyst’s
continued listing on Nasdaq and its ability to issue additional shares of common stock to fund ongoing
operations. In light of these concerns, the Catalyst board of directors determined that it was in the best
interests of Catalyst and its stockholders to issue shares of Catalyst Series Y Preferred Stock to help
mitigate execution risk in connection with the Catalyst special meeting and reverse stock split. In
approving the issuance of the Catalyst Series Y Preferred Stock, the Catalyst board of directors noted
in particular that the Catalyst Series Y Preferred Stock votes would simply mirror the votes cast by the
common stock, thereby preserving the relative “for” and “against” voting ratios.
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Q:
A:

How many votes do | have?

Each share of Catalyst Common Stock is entitled to one vote on each proposal to be voted on at the
Catalyst special meeting.

As announced on June 20, 2023, the Catalyst board of directors declared a dividend of one one-
thousandth (1/1,000th) of a share of Catalyst Series Y Preferred Stock for each outstanding share of
Catalyst Common Stock to stockholders of record of Catalyst Common Stock as of the close of business
on June 30, 2023. The holders of Catalyst Series Y Preferred Stock have 250,000 votes per whole
share of Catalyst Series Y Preferred Stock (i.e., 250 votes per one one-thousandth of a share of
Catalyst Series Y Preferred Stock) and are entitled to vote with the Catalyst Common Stock, together as
a single class, on Proposal No. 4, but are not otherwise entitled to vote on any other proposal to be
presented at the Catalyst special meeting. Notwithstanding the foregoing, each share of Catalyst
Series Y Preferred Stock redeemed pursuant to the Initial Redemption (defined below) will have no
voting power with respect to Proposal No. 4 (or any other matter). When a holder of Catalyst Common
Stock submits a vote on Proposal No. 4, the corresponding number of fractional shares of Catalyst
Series Y Preferred Stock held by such holder will be automatically voted in a mirrored fashion unless
otherwise indicated. For example, if a stockholder holds 10 shares of Catalyst Common Stock (entitled
to one vote per share) and votes in favor of Proposal No. 4, then 2,510 votes will be recorded in favor of
Proposal No. 4, because the stockholder's shares of Catalyst Series Y Preferred Stock will
automatically be voted in favor of Proposal No. 4 alongside such stockholder's shares of Catalyst
Common Stock.

All shares of Catalyst Series Y Preferred Stock that are not present in person or by proxy at the Catalyst
special meeting as of immediately prior to the opening of the polls at the Catalyst special meeting will be
automatically redeemed (the “Initial Redemption”). Any outstanding shares of Catalyst Series Y
Preferred Stock that have not been redeemed pursuant to the Initial Redemption will be redeemed in
whole, but not in part, (i) if and when ordered by the Catalyst board of directors or (ii) automatically upon
the effectiveness of the amendment to the restated certificate of incorporation of Catalyst effecting the
reverse stock split.

Who counts the votes?

Broadridge Financial Solutions, Inc. (“Broadridge”) will be engaged as Catalyst's independent agent to
tabulate stockholder votes, which Catalyst refers to as the inspector of election. If you are a stockholder
of record, your executed proxy card is returned directly to Broadridge for tabulation.

If my shares of Catalyst Common Stock are held in “street name” by my broker, will my broker
vote my shares for me?

Unless your broker has discretionary authority to vote on certain matters, your broker will not be able to
vote your shares of Catalyst Common Stock on matters requiring discretionary authority without
instructions from you. If you hold shares beneficially in “street name” and do not provide your broker or
other agent with voting instructions, your shares may constitute “broker non-votes.” A “broker non-vote”
occurs when shares held by a broker are not voted with respect to a particular proposal because the
broker does not have or did not exercise discretionary authority to vote on the matter and has not
received voting instructions from its clients. These matters are referred to as “non-routine” matters. On
non-routine items for which you do not give your broker instructions, shares of Catalyst Common Stock
will be treated as broker non-votes. Whether a proposal is considered routine or non-routine is subject
to stock exchange rules and final determination by the stock exchange. To make sure that your vote is
counted, you should instruct your broker to vote your shares, following the procedures provided by your
broker.

What are broker non-votes and do they count for determining a quorum?

Generally, broker non-votes occur when there is at least one discretionary and one non-discretionary
proposal to be voted on at the meeting and shares held by a broker in “street name” for a beneficial
owner are voted on at least one “routine” proposal but not voted with respect to a particular proposal
because the broker (i) has not received voting instructions from the beneficial owner for that proposal or
(i) lacks discretionary voting power to vote those shares for that proposal. A broker is entitled to vote
shares held for a beneficial owner on routine matters without instructions from the beneficial owner of
those shares. On the other hand, absent instructions from the beneficial owner of such shares, a broker
is not entitled to vote shares held for a beneficial owner on non-routine matters.
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Broker non-votes, if any, will be treated as shares present for the purpose of determining the presence
of a quorum for the transaction of business at the Catalyst special meeting. Broker non-votes will not be
treated as votes entitled to vote on a proposal.

Q: What if | sign and return a proxy card or otherwise vote but do not indicate specific choices?
A: Registered Stockholder: Shares Registered in Your Name

The shares represented by each signed and returned proxy will be voted at the Catalyst special meeting
by the persons named as proxies in the proxy card in accordance with the instructions indicated on the
proxy card. However, if you are the registered stockholder and sign and return your proxy card without
giving specific instructions, the persons named as proxies in the proxy card will vote your shares of
Catalyst Common Stock and, with respect to Proposal No. 4, your shares of Catalyst Series Y Preferred
Stock, in accordance with the recommendations of the Catalyst board of directors. Your shares will be
counted toward the quorum requirement.

Beneficial Owner: Shares Registered in the Name of a Broker, Fiduciary or Custodian

If you are the beneficial owner and sign and return your voting instruction form without giving specific
instructions, your broker, fiduciary or custodian will only be able to vote your shares of Catalyst Common
Stock and, with respect to Proposal No. 4, your shares of Catalyst Series Y Preferred Stock, with
respect to proposals considered to be “routine.” Your broker, fiduciary or custodian is not entitled to vote
your shares with respect to “non-routine” proposals, resulting in a broker non-vote with respect to such
proposals.

Q: May I change my vote after | have submitted a proxy or provided proxy instructions?

A: Catalyst stockholders of record, unless such stockholder's vote is subject to a support agreement, may
change their vote at any time before their proxy is voted at the Catalyst special meeting in one of four
ways:

*  You may submit another properly completed proxy with a later date by mail or via the internet.
*  You can provide your proxy instructions via telephone at a later date.

e You may send a written notice that you are revoking your proxy to Catalyst's Corporate
Secretary at investors@catbio.com.

* You may attend the Catalyst special meeting online and vote by following the instructions at
www.virtualshareholdermeeting.com/CBIO2023SM.com. Simply attending the Catalyst special
meeting will not, by itself, revoke your proxy.

Your signed proxy card, telephonic proxy instructions, internet proxy instructions or written notice must
be received by to be counted.

If a Catalyst stockholder who owns shares of Catalyst Common Stock in “street name” has instructed a
broker to vote its shares of Catalyst Common Stock, the stockholder must follow directions received
from its broker to change those instructions.

Q: Who is paying for this proxy solicitation?

A: Catalyst and the GNI Parties will share equally the cost of printing and filing of this proxy statement and
the proxy card. Arrangements will also be made with brokerage firms and other custodians, nominees
and fiduciaries who are record holders of Catalyst Common Stock for the forwarding of solicitation
materials to the beneficial owners of Catalyst Common Stock. Catalyst and the GNI Parties will
reimburse these brokers, custodians, nominees and fiduciaries for the reasonable out-of-pocket
expenses they incur in connection with the forwarding of solicitation materials. Catalyst will retain
Broadridge to assist it in soliciting proxies using the means referred to above. Catalyst and the GNI
Parties will pay the fees of Broadridge, which are expected tobe approximately $ , plus
reimbursement of out-of-pocket expenses.

Catalyst is also retaining Morrow Sodali LLC (“Morrow Sodali”) as a solicitation agent. The services
Morrow Sodali will perform include the consultation and preparation in connection with the proxy
solicitation services relating to the Catalyst special meeting, including any adjournment or
postponement thereof, the identification of significant holders, on a best effort basis, of street accounts
owning common shares and units, acting as
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solicitor and, if requested, telephoning individual holders of record, as well as Non- Objecting Beneficial
Owners (“NOBOs"), to a level to be determined. For such services, Catalyst is paying Morrow Sodali a
fixed fee of $15,500, plus associated reasonable and documented out-of-pocket disbursements, and a
performance fee at Catalyst's discretion based on Morrow Sodali's service.

Q: What are the material U.S. federal income tax consequences of the Contributions to Catalyst
stockholders?

A: Catalyst stockholders will not sell, exchange or dispose of any shares of Catalyst Common Stock in the
Contributions. Thus, there generally will be no material U.S. federal income tax consequences to
Catalyst stockholders upon consummation of the Contributions.

Q: What are the material U.S. federal income tax consequences of the Contributions to GNI USA?

A: (i) Catalyst, (ii) GNI USA, GNI Japan, GNI Hong Kong, SG, Further Challenger, CPI and BC (together,
the “GNI Parties”) and (iii) the Minority Holders, intend for the Contributions, taken together, to qualify as
a transaction governed by Section 351(a) of the Internal Revenue Code of 1986 (as amended, the
“Code”). Assuming the Contributions qualify for the intended tax treatment, subject to the limitations and
qualifications described in the section entitled “The Contributions—Material U.S. Federal Income Tax
Consequences of the Contributions,” GNI USA will not recognize gain or loss for U.S. federal income
tax purposes upon the receipt of shares of Catalyst Common Stock in exchange for shares of CPI
common stock and/or ordinary shares of Further Challenger in the Contributions. For a more detailed
discussion of the material U.S. federal income tax consequences of the Contributions, see “The
Contributions—Material U.S. Federal Income Tax Consequences of the Contributions” beginning on
page 141 of this proxy statement.

Q: What are the material U.S. federal income tax consequences of the receipt of contingent value
rights (“CVRs”) to Catalyst stockholders?

A: The U.S. federal income tax treatment of Catalyst stockholders’ receipt of the CVRs is unclear. Catalyst
will report the issuance of the CVRs to Catalyst stockholders as a distribution of property with respect to
Catalyst Common Stock. If the issuance of the CVRs is treated as a distribution of property, each
Catalyst stockholder will be treated as receiving a distribution in an amount equal to the fair market
value of the CVRs issued to such Catalyst stockholder on the date of the issuance. This distribution
generally should be treated first as a taxable dividend to the extent of the Catalyst stockholder’s pro rata
share of Catalyst's current or accumulated earnings and profits for the year of issuance (as determined
for U.S. federal income tax purposes), then as a non-taxable return of capital to the extent of the
Catalyst stockholder’s basis in its Catalyst Common Stock and finally as capital gain from the sale or
exchange of Catalyst Common Stock with respect to any remaining value. Catalyst is in the process of
performing an analysis of the its earnings and profits and some or all of the issuance of CVRs could be
treated as a dividend for U.S. federal income tax purposes if Catalyst determines that it has current or
accumulated earnings and profits. See the section entitled “Agreements Related to the Contributions—
CVR Agreement—Material U.S. Federal Income Tax Consequences of the Receipt of CVRs " beginning
on page 157 of this proxy statement for a more complete description of the material U.S. federal income
tax consequences of the receipt of CVRs to Catalyst stockholders, including possible alternative
treatments.

Q: What are the material U.S. federal income tax consequences of the proposed reverse stock split
to Catalyst U.S. holders?

A: Catalyst intends for the proposed reverse stock split to qualify as a “recapitalization” within the meaning
of Section 368(a)(1)(E) of the Code. In general and subject to the qualifications and limitations set forth
in the section entitled “Proposal No. 4—Material U.S. Federal Income Tax Consequences of the
Reverse Stock Split’ beginning on page 187 of this proxy statement, if the proposed reverse stock split
qualifies as a “recapitalization” within the meaning of Section 368(a)(1)(E) of the Code, a Catalyst U.S.
holder (as defined on page 158) should not recognize gain or loss upon the proposed reverse stock
split. As discussed in more detail in the section entitled “Agreements Related to the Contributions—CVR
Agreement—Material U.S. Federal Income Tax Consequences of the Receipt of CVRs " beginning on
page 157 of this proxy statement, these consequences assume that distribution of the CVRs will be
treated for U.S. federal income tax purposes as separate and distinct from the proposed reverse stock
split. See the section entitled “Proposal No. 4—Material U.S. Federal Income Tax Consequences of the
Reverse Stock Split’ beginning on page 187 of this proxy statement for a more complete description of
the material U.S. federal income tax consequences of the proposed reverse stock split to Catalyst U.S.
holders.
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Q: Who can help answer my questions?

A: |If you are a Catalyst stockholder and would like additional copies of this proxy statement without charge
or if you have questions about the Contributions, including the procedures for voting your shares, you
should contact:

Broadridge Financial Solutions, Inc.
51 Mercedes Way
Edgewood, New York 11717
sendmaterial@proxyvote.com
Telephone: 1 (800) 579-1639
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SUMMARY OF THE PROXY STATEMENT

This summary highlights selected information from this proxy statement and may not contain all of the
information that is important to you. To better understand the Contributions and the proposals being
considered at the Catalyst special meeting, you should read this entire proxy statement carefully, including
the Business Combination Agreement, the F351 Agreement and the other annexes to which you are referred
in this proxy statement and the documents incorporated by reference herein. For more information, please
see the section entitled “Where You Can Find More Information” beginning on page 343 of this proxy
statement. Except where specifically noted, the following information and all other information contained in
this proxy statement does not give effect to the proposed reverse stock split of Catalyst Common Stock
described in Proposal No. 4 of this proxy statement.

The Companies

Catalyst Biosciences, Inc.

611 Gateway Blvd

Suite 120

South San Francisco, CA 94080
Telephone: (650) 871-0761

Catalyst Biosciences, Inc., together with its subsidiary (“Catalyst”), is a biopharmaceutical company focused
on the development and commercialization of Hydronidone for the treatment of nonalcoholic steatohepatitis
(“NASH?") in the United States. Hydronidone is being evaluated for the treatment of liver fibrosis associated
with a broad spectrum of chronic liver diseases. A Phase 1 clinical trial of Hydronidone has been completed
in the United States and generated pharmacokinetics (“PK”), safety and tolerability data of single and
multiple ascending doses of Hydronidone in U.S. healthy subjects.

This Phase 1 clinical trial of Hydronidone was conducted on the basis of an investigational new drug (“IND")
application that was filed in 2016 for Hydronidone as an anti-fibrotic agent with a focus on liver fibrosis. Upon
the Federal Drug Administration’s (“FDA") review of such IND, the Phase 1 clinical trial was initiated and
completed.

Catalyst anticipates filing an IND application for the treatment of NASH in the United States in late 2023.
NASH is a severe form of nonalcoholic fatty liver disease (“NAFLD"), characterized by inflammation and
fibrosis in the liver that can progress to cirrhosis, liver failure, hepatocellular carcinoma (“HCC”) and death.
There are currently no approved products for the treatment of NASH.

Catalyst plans to initiate the clinical development of Hydronidone in NASH fibrosis in a randomized, double-
blind, placebo-controlled, parallel group, Phase 2a, Proof-of-Concept (“PoC”) clinical study evaluating the
safety, tolerability, PK, and Pharmacodynamics (“PD”) of Hydronidone capsules administered daily at an oral
dose of 360 mg (given as 120 mg thrice daily (“TID")) for 24 weeks to adult subjects with advanced liver
fibrosis associated with noncirrhotic NASH. The main goal of the proposed Phase 2a study is to obtain early
PoC for Hydronidone in subjects with NASH fibrosis as a basis of expansion into a more comprehensive
Phase 2/3 clinical program, provided that the drug is successful. The study will include a small sample size
(total of 60 evaluable subjects) who will receive in a 2:1 ratio Hydronidone or Placebo. The study will
evaluate changes from baseline in a set of noninvasive biochemical and imaging biomarkers relevant to
assessment of NASH fibrosis in the context of drug exposure, as well as the mechanism of anti-fibrotic
action of Hydronidone. The study will employ PK blood sampling and assessment of the initial population PK
and PK/PD relationship to inform Hydronidone treatment in future clinical studies in NASH fibrosis. In
addition, this trial will include a disease-specific patient-reported outcomes (“PROs”"), a validated composite
Chronic Liver Disease Questionnaire (“CLDQ") — NASH, to collect patient-reported data about the impact of
Hydronidone treatment on quality of life of subjects with advanced NASH fibrosis. Before the F351
Acquisition, GNI USA engaged in a pre-IND dialogue with the FDA in connection with this Phase 2a clinical
study. The FDA's written responses to GNI USA commented on the adequacy of the existing data package
for filing an IND for the NASH fibrosis indication, including the proposed Phase 2a study design, and
provided recommendations and guidance on the requirements for the IND filing. In connection with the F351
Acquisition, GNI initiated the transfer of ownership of the IND to Catalyst.

Prior to Catalyst’'s acquisition from GNI Group Ltd., a company incorporated under the laws of Japan with
limited liability (“GNI Japan”) and GNI Hong Kong of all of the assets and intellectual property rights primarily
related to the proprietary Hydronidone compound (collectively, the “F351 Assets”), other than such assets
and intellectual property rights located in the People’s Republic of China (the “PRC") (the “F351
Acquisition”), Catalyst was engaged in the research and development of product candidates from Catalyst's
protease engineering platform. In
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February 2022, Catalyst announced that it engaged Perella Weinberg Partners as a financial advisor to
assist Catalyst in exploring strategic alternatives to monetize its assets. In March 2022, Catalyst ceased
research and development activities and in May 2022, Catalyst entered into an asset purchase agreement
with Vertex Pharmaceuticals Inc., pursuant to which Vertex Pharmaceuticals Inc. (“Vertex”) purchased
Catalyst's complement portfolio, including CB 2782-PEG and CB 4332, as well as its complement-related
intellectual property, including the ProTUNE™ and ImmunoTUNE™ platforms, for $60.0 million in cash
consideration. $55.0 million was received upfront and the remaining $5.0 million was retained by Vertex as a
hold-back until one year after the closing date to satisfy certain post-closing indemnification obligations. Any
amounts received from Vertex with respect to this hold-back will be distributed to holders of the contingent
value right issued to Catalyst stockholders of record on January 5, 2023 (the “CVR Holders”). On
February 27, 2023, Catalyst signed an asset purchase agreement with GC Biopharma (“GCBP”) pursuant to
which GCBP acquired Catalyst's legacy rare bleeding disorders programs, including marzeptacog alpha
activated(“MarzAA”), dalcinonacog alpha (“DalcA”) and CB-2679d-GT, for a total of $6 million; $1 million
payable on signing and $5 million payable on February 28, 2025, subject to satisfaction of post-closing
indemnification obligations. In March 2023, Catalyst distributed net proceeds of approximately $0.2 million to
the CVR Holders. Once received, any additional net proceeds from the transaction will be distributed to the
CVR Holders. Catalyst is also pursuing certain legal claims against a third party related to payments under a
2016 asset purchase agreement, and any net recoveries related to these claims will be distributed to the
CVR Holders.

Catalyst had net loss of $8.2 million for the year ended December 31, 2022 and net income of $260,000 for
the three months ended March 31, 2023, and an accumulated deficit of $410.9 million as of December 31,
2022 and $410.7 million as of March 31, 2023. As of December 31, 2022, Catalyst had $21.7 million of cash
and cash equivalents. As of March 31, 2023, Catalyst had $8.1 million of cash and cash equivalents.
Substantially all its operating losses were incurred in its research and development programs and in its
general and administrative operations. Catalyst believes that its existing cash and cash equivalents and
investments will be sufficient to fund its cash requirements for at least the next 12 months from the date of
the filing of this proxy statement, assuming Catalyst stockholders approve the Conversion Proposal.

Beijing Continent Pharmaceuticals Co., Ltd

Room 320507-320509, Building 5, Wangjing SOHO Tower, Yard 1, Futong East Street
Chaoyang District, Beijing, PRC

Telephone: +86-10-88877935

Beijing Continent Pharmaceuticals Co., Ltd, a company organized under the laws of the PRC (“BC"), is a
commercial-stage biopharmaceutical company committed to the research, development, manufacturing and
commercialization of innovative drugs for organ fibrosis. BC’s commercialized product, ETUARY (pirfenidone
capsule) and other product candidates were all initially acquired or in-licensed from GNI Japan. BC initially
focused on the treatment of idiopathic pulmonary fibrosis (“IPF") and has gradually broadened its therapeutic
field and research and development efforts to other areas of organ fibrosis. BC's flagship product, ETUARY,
was approved in the PRC in 2011 and is among the first three approved drugs for IPF worldwide. Thereafter,
BC has developed a pipeline of four additional innovative drug candidates and has had nine-years of
successful commercialization.

As the PRC's first approved treatment for IPF, ETUARY has been included in the National Reimbursement
Drug List (the “NRDL") of the PRC since 2017. Filling an IPF treatment vacuum in the PRC as the first
approved IPF treatment, ETUARY has developed rapidly and maintained a dominant market share in the
PRC. The prevalence of IPF in the PRC increased from 83,002 patients in 2017 to 131,654 patients in 2022
and it is expected to increase to 214,664 patients by 2027 and 320,677 patients by 2031. The total estimated
market size for IPF treatments in the PRC was $127.4 million in 2022 and is expected to grow to
$698.6 million by 2031, according to Frost & Sullivan. Moreover, as different organ fibrosis diseases share a
similar pathogenic mechanism and fibrosis process, BC is seeking to expand the use of ETUARY to include
other pulmonary fibrosis diseases such as systemic sclerosis-related interstitial lung disease (“SSc-ILD"),
dermatomyositis-related interstitial lung disease (“DM-ILD”) and pneumoconiosis, as well as diseases
causing renal fibrosis such as diabetic kidney disease (“DKD”). Specifically, BC has commenced Phase 3
clinical trials for the treatment of SSc-ILD, DM-ILD and pneumoconiosis and completed Phase 1 clinical trials
for the treatment of DKD. The success of ETUARY lays the foundation for BC's research and development
and registration strategy to further expand the use of such drugs to indications with large patient populations.

Through in-house research and development efforts and collaborative arrangements with the GNI Parties, in
addition to ETUARY, BC has developed a pipeline of pharmaceutical product candidates at various phases
of clinical development, including Hydronidone, F528, F230 and F573. Specifically, liver fibrosis is an area of
BC's focus and
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BC’s key product candidate in this area is Hydronidone. Hydronidone is currently in its Phase 3 clinical trial
and has the potential to be the world’s first approved drug to treat liver fibrosis associated with chronic
hepatitis B (“CHB"). According to Frost & Sullivan, the number of patients with liver fibrosis in the PRC
reached 140.3 million in 2022, of which approximately 45.3%, or 63.6 million, were caused by CHB. To date,
no specific therapeutic drugs treating HBV-associated liver fibrosis have been approved worldwide and
Hydronidone is the most clinically-advanced anti-liver fibrosis drug both in the PRC and globally. BC’s Phase
2 clinical trials of Hydronidone demonstrated favorable results in reversing the fibrosis process. Hydronidone
was granted a Breakthrough Therapy designation by the National Medical Products Administration’s
(“NMPA") Center for Drug Evaluation (“CDE”) in March 2021 and the patient enroliment for its Phase 3
clinical trial was commenced in January 2022. As of May 9, 2023, BC has completed the enroliment of 124
subjects, which is 50% of the target enrollment. However, Hydronidone’s Breakthrough Therapy designation
does not increase the likelihood that Hydronidone will ultimately receive approval from the NMPA or other
comparable regulatory authorities. BC expects to submit an NMPA application for Hydronidone in the PRC in
the first quarter of 2025.

With a deep understanding in molecular signaling pathway from BC’s years of research into organ fibrosis,
BC has also expanded its research and development to include potential treatments for chronic obstructive
pulmonary disease (“COPD”), pulmonary arterial hypertension (“PAH") and acute/acute-on-chronic liver
failure (“ALF/ACLF"):

e F528. BC is evaluating in preclinical studies for the treatment of COPD F528, which is a novel anti-
inflammatory agent that targets inhibition of multiple inflammatory cytokines and has the potential to
modify the progression of COPD with low toxicity in vivo. According to Frost & Sullivan, the number
of COPD patients in the PRC reached 106.4 million in 2022 and is expected to reach 110.1 million
by 2031. The current standard of care is primarily used to relieve symptoms, reduce the frequency
and severity of disease deterioration and improve cardio endurance. BC believes that F528 could
provide a first-line therapy for COPD and adjust the long-term lung function degradation. BC
intends to file an IND application in the PRC in the first quarter of 2024.

e F230. BC is evaluating in preclinical studies for the treatment of PAH F230, which is a selective
endothelin receptor antagonist. PAH is a progressive, life-threatening cardiovascular disease.
According to Frost & Sullivan, the number of PAH patients in the PRC reached 57,882 in 2022 and
is expected to reach 70,279 by 2031. BC plans to file an IND application in the PRC in the first
quarter of 2024.

* F573. BC is evaluating F573 in Phase 1 clinical trials for the treatment of ALF/ACLF. According to
Frost & Sullivan, the number of patients in the PRC with ALF/ACLF reached 39,247 in 2022. The
main treatment options for ALF/ACLF include comprehensive medical therapy, non-biological
artificial liver support therapy and liver transplantation. However, there are currently no approved
drugs for the treatment of ALF/ACLF. BC enrolled the first subject for the Phase 1 clinical study in
January 2022 and initiated its Phase 2 clinical study in March 2023.
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The following chart summarizes the development status of our product candidates in the PRC.
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BC is one of only a few biopharmaceutical companies focusing on organ fibrosis drugs in the PRC with
manufacturing and commercialization capabilities. BC owns two production centers in Beijing and Cangzhou.
The Beijing production center has an annual production capacity of 200 million capsules with plans to scale
to 500 million capsules. The Cangzhou production facility an annual production capacity of 30 tons of active
pharmaceutical ingredients (“APIs”) in 2021 and was approved to expand annual production capacity to 50
tons of APIs. BC has also established a professional sales team and a comprehensive sales network to
commercialize ETUARY. As of March 31, 2023, BC's sales and marketing team consisted of 352 members
with an average of nine years of experience.

BC's total revenue and net profit increased from $47.1 million and $10.2 million in 2019, to $64.8 million and
$18.5 million in 2020, with a growth rate of 37.6% and 81.4%, respectively. BC's total revenue and net profit
further increased to $88.5 million and $23.2 million in 2021, growing 36.6% and 25.4%, respectively. This
growth was primarily attributable to the increased market demand of ETUARY, which is the first IPF drug
marketed in the PRC. BC faces limited competition in the IPF drug market and BC directs its marketing
resources to physician adoption of ETUARY. For the years ended December 31, 2021 and December 31,
2022, BC'’s total revenue was $88.5 million and $102.5 million, respectively, and BC's net profit was
$23.2 million and $22.5 million, respectively. For the three months ended March 31, 2023 and March 31,
2022, BC's total revenue was $24.6 million and $25.0 million, respectively, and BC’s net profit was $5.4
million and $6.2 million, respectively.

Generally, cash is transferred through BC'’s organization in the following manner: (i) funds are transferred to
BC from CPI as needed through BJContinent Pharmaceuticals Limited, a company incorporated under the
laws of Hong Kong with limited liability (“BJC Limited”), or from other domestic shareholders, in the form of
capital contributions or shareholder loans; and (ii) dividends or other distributions may be paid by BC to CPI
through BJC Limited, or to other domestic shareholders.

In September 2020, BC paid a cash dividend of $1.9 million to BJC Limited. As required under the PRC
Enterprise Income Tax Law, the dividends paid by BC were subject to a withholding tax rate of 10%. Such
amount was settled in full net of withholding PRC tax through multiple payments by August 2020.

Since BC's inception to the date of this proxy statement, there were no transfers, dividends, or distributions
between BJC Limited, BC, BC Biomedical, or to investors (except as disclosed above and excluding
shareholder capital contributions). BC intends to retain all available funds and any future earnings for use in
the operation of its business and does not anticipate paying any cash dividends on its capital stock in the
foreseeable future. Notwithstanding the foregoing, any determination to pay cash dividends subsequent to
the Contributions will be at the discretion of the
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combined company’s board of directors and will depend upon a number of factors, including the combined
company'’s results of operations, financial condition, future prospects, contractual restrictions, restrictions
imposed by applicable law and other factors the combined company’s board of directors deems relevant. For
more details, see “BC’s Business—Regulatory Requirements in the PRC—Dividends, Distributions and
Other Transfers”, Audited Financial Statements of Beijing Continent Pharmaceuticals Co., Ltd. and “Selected
Historical and Unaudited Pro Forma Condensed Combined Financial Information—Unaudited Pro Forma
Condensed Combined Financial Information” included elsewhere in this proxy statement.

Under Cayman Islands law, CPI is permitted to provide funding to its subsidiaries through loans or capital
contributions without restrictions on the amounts of the funds, provided that such funding is in the best
interests of CPI and for proper purpose. Subject to compliance with applicable solvency requirements, there
is no further Cayman Islands statutory restriction on the amount of funds that may be distributed by BC by
dividend provided that no dividend shall be paid other than out of profits or, subject to certain statutory
restrictions, the share premium account of CPI. The Cayman Islands does not impose a withholding tax on
payments of dividends to shareholders.

BC'’s largest shareholder is BJC Limited. Under Hong Kong law, if BJC Limited were able to declare
dividends, such dividends could only be paid by BJC Limited out of its distributable profits (that is,
accumulated realized profits, so far as not previously utilized by distribution or capitalization, less
accumulated realized losses, so far as not previously written off in a reduction or reorganization of capital),
as permitted under Hong Kong law. Dividends cannot be paid out of share capital. There are no restrictions
or limitation under the laws of Hong Kong imposed on the conversion of HKD into foreign currencies and the
remittance of currencies out of Hong Kong. Under the current practice of the Inland Revenue Department of
Hong Kong, no tax is payable in Hong Kong in respect of dividends paid by BC.

Under PRC laws and regulations, BC is subject to restrictions on foreign exchange and cross-border cash
transfers, including to parent companies and U.S. shareholders. The ability to distribute earnings to the
parent companies and U.S. shareholders is also limited. Current PRC regulations permit BC to pay
dividends to BJC Limited only out of its accumulated profits as determined in accordance with PRC
accounting standards and regulations. BC is required to set aside at least 10% of its after-tax profits as the
statutory common reserve fund until the cumulative amount of the statutory common reserve fund reaches
50% or more of its registered capital, if any, to fund its statutory common reserves, which are not available
for distribution as cash dividends. In addition, the revenue and assets of BC are generally denominated in
RMB, which is not freely convertible into other currencies. The PRC government imposes controls on the
convertibility of RMB into foreign currencies and, in certain cases, the remittance of currency out of the PRC.
As a result, shortages in foreign currencies may limit the ability of BC to remit sufficient foreign currency to
offshore entities related to BC for such offshore entities to pay dividends or make other payments or
otherwise to satisfy its foreign-currency-denominated obligations. Prior to the Contributions, the offshore
shareholders of BC are BJC Limited, CPI (an indirect shareholder of BC), Nepenthe Holdings Limited, a
company incorporated under the laws of Hong Kong with limited liability (“Nepenthe”), Ratel Holdings
Limited, a company incorporated in the British Virgin Islands with limited liability (“Ratel”), Aaring Limited, a
company incorporated under the laws of Hong Kong with limited liability (“Aaring”), and Rosefinch Holdings
Limited, a company incorporated in the British Virgin Islands (“Rosefinch”). Following the Contributions, Gyre
Therapeutics, Inc. will be an indirect shareholder of BC, and Nepenthe, Ratel, Aaring, Rosefinch, CPI and
Further Challenger will be wholly-owned by Gyre Therapeutics, Inc. and will remain shareholders of BC. For
more details, see “Regulatory Requirements in the PRC—Dividends, Distributions and Other Transfers”.

BC has established stringent controls and procedures for cash flows within BC’s organization. Each transfer
of cash between entities, across borders, and to offshore shareholders is subject to internal approval. To
effect a cash transfer, a number of steps are required, including, but not limited to, the issuance of a
payment receipt, logging into an online banking system and completing its verification process, inspection of
the invoice, and payment execution. Different employees must complete each stage of a cash transfer and
only the finance department is authorized to make cash transfers. Within the finance department, the roles of
payment approval, payment execution, record keeping, and auditing are segregated to minimize risk.

GNI Group Ltd.

Nihonbashi-Honcho YS Bldg. 3rd Floor
2-2-2 Nihonbashi-Honcho, Chuo-ku,
103-0023 Tokyo, Japan

Telephone: +81-3-6214-3600
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GNI Japan is a vertically-integrated, multinational bio-pharma company, comprised of drug research, clinical
development, manufacturing, sales and marketing. GNI Japan’s primary operations are located in the PRC,
enabling GNI Japan to leverage the PRC’s comparative cost advantage in clinical trials to develop Class 1
“First to Market” drug products for the PRC domestic market.

GNI Hong Kong Limited
12/F Elite Centre, 22 Hung TO
Kwun Tong KL, Hong Kong

GNI Hong Kong manages intellectual property rights for the GNI Parties outside of the PRC.

GNI USA, Inc.
12730 High Bluff Drive, Suite 250
San Diego, CA 92130

GNI USAis a holding and investment company with no business operations or assets other than intangible
assets, the capital stock of its direct and indirect subsidiaries and intercompany loan payables.
Consequently, GNI USA is dependent on loans, dividends, interest and other payments from its subsidiaries
to make principal and interest payments on its indebtedness, meet working capital requirements and make
capital expenditures. As presently structured, its operating subsidiaries are the sole source of cash for such
payments and there is no assurance that the cash for those interest payments will be available. Through its
direct and indirect subsidiaries and investments, GNI USA engages in research and development for the
treatment of NASH liver disease in the United States.

Further Challenger International Limited
Unit 8, 3/F., Qwomar Trading Complex
Blackburne Road, Port Purcell, Road Town
Tortola, British Virgin Islands VG1110

Further Challenger is a holding company with no business operations or assets other than intangible assets,
the capital stock of its direct and indirect subsidiaries and intercompany loan payables. Consequently,
Further Challenger is dependent on loans, dividends, interest and other payments from its subsidiaries to
make principal and interest payments on its indebtedness, meet working capital requirements and make
capital expenditures. As presently structured, its operating subsidiaries are the sole source of cash for such
payments and there is no assurance that the cash for those interest payments will be available.

Continent Pharmaceuticals Inc.

Campbells Corporate Services Limited, which is situated at c/o Campbells Corporate Services Limited, Floor
4, Willow House, Cricket Square, Grand Cayman KY1-9010, Cayman Islands, provides the registered office
for CPI.

CPl is a holding company with no business operations or assets other than the capital stock of its direct and
indirect subsidiaries and intercompany loan receivables. Consequently, CPI is dependent on loans,
dividends, interest and other payments from its subsidiaries to make principal and interest payments on its
indebtedness, meet working capital requirements and make capital expenditures. As presently structured, its
operating subsidiaries are the sole source of cash for such payments and there is no assurance that the
cash for those interest payments will be available.

The Contributions (see page 123)

Pursuant to the Business Combination Agreement, Catalyst will acquire an indirect controlling interest in BC
pursuant to the following transactions: (a) the CPI Contribution, (b) the FC Contribution and (c) the Minority
Holder Contributions. The Contributions are intended to qualify as exchanges governed by Section 351(a) of
the Code for U.S. federal income tax purposes.

Subject to the terms and conditions of the Business Combination Agreement, at the Effective Time, (a) GNI
USA will contribute all of the CPI Ordinary Shares it holds immediately prior to the Effective Time to Catalyst
in exchange for 688,850,101 shares of Catalyst Common Stock, (b) GNI USA will contribute all of the
ordinary shares of Further Challenger it holds immediately prior to the Effective Time to Catalyst in exchange
for 264,971,695 shares of Catalyst Common Stock and (c) each Minority Holder will contribute 100% of the
interest he or she holds in his or her respective Entity to Catalyst in exchange for an aggregate of
156,954,428 shares of Catalyst Common Stock in the amounts set forth on an annex to the Business
Combination Agreement. At the election of GNI USA or any Minority Holder, GNI USA or such Minority
Holder shall be issued shares of Catalyst Convertible Preferred Stock in lieu of some or all of the shares of
Catalyst Common Stock GNI USA or such Minority Holder is entitled to receive.
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In addition, at the Effective Time, BC will terminate the 2021 Plan and each BC Option under the 2021 Plan
will be terminated and replaced with options granted pursuant to a sub-plan for PRC participants under the
2023 Omnibus Incentive Plan that are substantially similar in all material respects to the BC Options
previously outstanding under the 2021 Plan.

Immediately after the Contributions, the holders of the capital stock of Catalyst as of immediately prior to the
Contribution are expected to own approximately 2.5% of the outstanding shares of the combined company,
GNI USA is expected to own approximately 85.2% of the outstanding shares of the combined company and
the Minority Holders are expected to own approximately 12.3% of the outstanding shares of the combined
company, in each case, assuming conversion of the Catalyst Convertible Preferred Stock, and the combined
company will own the F351 Assets and an approximately 69.7% indirect controlling interest in BC.
Immediately after the Contributions, the holders of the capital stock of Catalyst as of immediately prior to the
Contributions are expected to own approximately 2.0% of the outstanding shares of the combined company,
GNI USA is expected to own approximately 70.5% of the outstanding shares of the combined company, the
Minority Holders are expected to own approximately 10.2% of the outstanding shares of the combined
company, the holders of options granted under the 2023 Omnibus Incentive Plan (“Gyre Options”) to be
granted in respect of BC Options are expected to own approximately 16.6% of the outstanding shares of the
combined company and the holders of outstanding options of Catalyst are expected to own approximately
0.6% of the outstanding shares of the combined company, in each case, on a fully diluted basis assuming
conversion of the Catalyst Convertible Preferred Stock and including the outstanding options of Catalyst and
the Gyre Options to be granted in respect of the BC Options.

Each share of Catalyst Common Stock issued and outstanding at the time of the Contributions will remain
issued and outstanding and such shares will be appropriately adjusted to reflect the proposed reverse stock
split. In addition, each option to purchase shares of Catalyst Common Stock that is outstanding immediately
prior to the Effective Time, whether vested or unvested, will survive the closing and remain outstanding in
accordance with its terms. The number of shares of Catalyst Common Stock underlying such options and
the exercise prices for such stock options will be appropriately adjusted to reflect the proposed reverse stock
split.

For a more complete description of the Contributions please see the section entitled “ The Contributions”
beginning on page 123 in this proxy statement.

The Contributions will be completed as promptly as practicable after all of the conditions to completion of the
Contributions are satisfied or waived, including the approval by the Catalyst stockholders of the issuance of
Catalyst Common Stock pursuant to the terms of the Business Combination Agreement. Catalyst and the
GNI Parties are working to complete the Contributions as quickly as practicable. The Contributions are
anticipated to close promptly after the Catalyst special meeting scheduled to be held on , 2023.
However, Catalyst and the GNI Parties cannot predict the exact timing of the completion of the Contributions
because they are subject to the satisfaction of various conditions. After completion of the Contributions,
assuming that Catalyst receives the required stockholder approval, Catalyst will be renamed “Gyre
Therapeutics, Inc.”

Trading in the combined company’s securities may be prohibited under the Holding Foreign Companies
Accountable Act (the “HFCAA”) under certain circumstances. Under the HFCAA, the SEC is required to
identify issuers that retain an auditor that has a branch or office that is located in a foreign jurisdiction and
that the Public Company Accounting Oversight Board (the “PCAOB”) determines it is unable to inspect or
investigate completely because of a position taken by an authority in that foreign jurisdiction. On December
16, 2021, the PCAOB issued a report on its determination that it is unable to inspect or investigate
completely PCAOB-registered accounting firms headquartered in the PRC and in Hong Kong. On December
15, 2022, the PCAOB announced that it was able to conduct inspections and investigations of PCAOB-
registered public accounting firms headquartered in mainland PRC and Hong Kong in 2022 and as a result,
the PCAOB vacated its December 2021 determinations. While vacating those determinations, the PCAOB
noted that, should it encounter any impediment to conducting an inspection or investigation of auditors in
mainland PRC or Hong Kong as a result of a position taken by any authority there, the PCAOB would act to
immediately reconsider the need to issue new determinations consistent with the HFCAA and PCAOB Rule
6100.

If (i) the combined company’s operations require that it retain an auditor that is headquartered in mainland
PRC to act as a principal auditor in order to comply with the standards of the PCAOB and (ii) the PCAOB
retakes a position that is similar to its December 2021 determinations, then the combined company would be
identified by the SEC as a Commission-ldentified Issuer. In accordance with the HFCAA, the combined
company'’s securities would be prohibited from being traded on a national securities exchange or in the over-
the-counter trading market in the United
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States if the SEC identifies the combined company as a Commission-Identified Issuer for two consecutive
years in the future. The combined company’s operations will likely require such an auditor to act as its
principal auditor. For a detailed description of risks of and impacts on the combined company relating to the
HFCAA and related regulations, please refer to risks disclosed under “Risk Factors—Risks Related to the
Combined Company—The PRC-operations portion of the combined company’s audit may be conducted by
an independent registered public accounting firm that is not subject to inspection by the PCAOB, which may
negatively impact investor sentiment towards the combined company or its PRC operations, which could
adversely affect the market price of the combined company’s common stock.”

Catalyst’s Reasons for the Contributions (see page 125)

During the course of its evaluation of the F351 Agreement, the Business Combination Agreement and the
transactions contemplated thereby, Catalyst's then-board of directors held numerous meetings, consulted
with Catalyst's management, legal counsel and financial advisors and reviewed and assessed a significant
amount of information. In reaching its decision to approve the F351 Agreement, the Business Combination
Agreement and the transactions contemplated thereby, Catalyst's then-board of directors considered a
number of factors that it viewed as supporting its decision to approve the F351 Agreement, the Business
Combination Agreement and the transactions contemplated thereby. Several factors considered by the
Catalyst’s then-board of directors included:

e Catalyst's historical and current business, financial performance and condition, operations,
management and competitive position;

»  Catalyst's then-board of directors’ belief that no reasonable alternatives to the Contributions were
likely to create greater value for Catalyst stockholders after reviewing the various alternatives,
including a belief that a dissolution of Catalyst was the likeliest alternative to the Contributions and
the likelihood of achieving any such alternative relative to the likelihood of consummating the
Contributions;

e Catalyst's ability to make a distribution of capital to Catalyst stockholders and still complete the
Contributions; and

e Catalyst's then-board of directors’ consideration of the financial analyses of Raymond James,
including its opinion to Catalyst's then-board of directors as to the fairness, from a financial point of
view and as of the date of the opinion, to Catalyst of the Transaction Consideration (as defined in
the Raymond James’ fairness opinion) to be paid by Catalyst pursuant to the F351 Agreement and
the Business Combination Agreement, as more fully described below under the caption “The
Contributions—Opinion of Catalyst's Financial Advisor,” beginning on page 128 in this proxy
statement.

For additional information, please see the section entitled “ The Contributions—Catalyst's Reasons for the
Contributions” beginning on page 125 of this proxy statement.

GNI Parties Reasons for the Contributions (see page 126)

The board of directors and executive directors, as applicable, of the GNI Parties have each approved the
Business Combination Agreement, the Contributions and the transactions contemplated thereby. The board
of directors and executive directors, as applicable, of the GNI Parties each reviewed several factors in
reaching their decisions and believe that the Business Combination Agreement, the Contributions and the
transactions contemplated thereby are advisable and fair to and in the best interests of, the GNI Parties and
their respective shareholders and stockholders, as applicable. Several factors considered by the board of
directors and executive directors, as applicable, of the GNI Parties included:

¢ the Contributions will provide the GNI Parties and the Minority Holders with greater liquidity by
owning publicly-traded stock and expanding both the access to capital for BC and the range of
investors potentially available as a public company, compared to the investors BC could otherwise
gain access to if it continued to operate as a privately-held company;

* the potential benefits from increased public market awareness of BC and its pipeline;

» the belief of the board of directors and executive directors, as applicable, of the GNI Parties that this
transaction provides a viable alternate public listing strategy for BC and addresses the risk of the
lack of an available market for an initial public offering for BC at a later date; and
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* the projected financial position, operations, management structure, operating plans and anticipated
cash burn rate of the combined company, including the ability to support the combined company’s
current and planned clinical trials and operations.

For additional information, please see the section entitled “ The Contributions—GNI Parties Reasons for the
Contributions” beginning on page 126 of this proxy statement.

Recommendation of Catalyst’s Board of Directors (see page 118)

e Catalyst's board of directors has determined and believes it is fair to, in the best interests of and
advisable to, Catalyst and its stockholders to approve the issuance of shares of Catalyst Common
Stock and shares of Catalyst Convertible Preferred Stock, each pursuant to the terms of the
Business Combination Agreement (as it may be amended from time to time) for purposes of
Nasdaq Listing Rules 5635(a) and (b), as described in this proxy statement. Catalyst's board of
directors recommends that Catalyst stockholders vote “FOR” Proposal No. 1.

e Catalyst's board of directors has determined and believes it is fair to, in the best interests of and
advisable to, Catalyst and its stockholders to approve, for purposes of Nasdaq Listing Rules
5635(a) and (b), the conversion of Catalyst Convertible Preferred Stock into shares of Catalyst
Common Stock pursuant to the F351 Agreement. Catalyst's board of directors recommends that
Catalyst stockholders vote “FOR” Proposal No. 2.

»  Catalyst's board of directors has determined and believes it is fair to, in the best interests of and
advisable to, Catalyst and its stockholders to adopt and approve an amendment to the restated
certificate of incorporation of Catalyst to increase the number of authorized shares of Catalyst
Common Stock from 100,000,000 shares to shares. Catalyst's board of directors
recommends that Catalyst stockholders vote “FOR” Proposal No. 3.

e Catalyst's board of directors has determined and believes it is fair to, in the best interests of and
advisable to, Catalyst and its stockholders to adopt and approve an amendment to the restated
certificate of incorporation of Catalyst to effect a reverse stock split of Catalyst Common Stock, by a
ratio of not less than 1-for- and not more than 1-for- , such ratio and the
implementation and timing of the reverse stock split to be determined in the discretion of Catalyst's
board of directors. Catalyst's board of directors recommends that Catalyst stockholders vote “FOR”
Proposal No. 4.

. Catalyst's board of directors has determined and believes it is fair to, in the best interests of and
advisable to, Catalyst and its stockholders to adopt and approve an amendment to the restated
certificate of incorporation of Catalyst to create a new class of non-voting common stock of
Catalyst. Catalyst’s board of directors recommends that Catalyst stockholders vote “FOR” Proposal
No. 5.

e Catalyst's board of directors has determined and believes it is fair to, in the best interests of and
advisable to, Catalyst and its stockholders to approve the 2023 Omnibus Incentive Plan. Catalyst's
board of directors recommends that Catalyst stockholders vote “FOR” Proposal No. 6.

e Catalyst's board of directors has determined and believes it is fair to, in the best interests of and
advisable to, Catalyst and its stockholders to approve the adjournment of the Catalyst special
meeting, if necessary, to solicit additional proxies if there are not sufficient votes in favor of Proposal
Nos. 1, 2, 3, 4, 5 and 6. Catalyst's board of directors recommends that Catalyst stockholders vote
“FOR” Proposal No. 12.

Opinion of Catalyst’s Financial Advisor (see page 128)

Catalyst retained Raymond James & Associates, Inc., or Raymond James, as its financial advisor in
connection with the Contributions and other transactions contemplated by the F351 Agreement and the
Business Combination Agreement. Catalyst's then-board of directors selected Raymond James to act as
Catalyst's financial advisor based on Raymond James’ qualifications, reputation, experience and expertise in
the biopharmaceutical industry, its knowledge of and involvement in recent transactions in the
biopharmaceutical industry and its relationship with Catalyst and its business. Raymond James is an
internationally-recognized investment banking and financial services company that has substantial
experience in transactions similar to the Contributions and other transactions contemplated by the F351
Agreement and the Business Combination Agreement.

In connection with this engagement, Catalyst's then-board of directors requested that Raymond James
evaluate the fairness, from a financial point of view, to Catalyst of the Transaction Consideration (as defined
in the Raymond
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James fairness opinion) to be paid by Catalyst. On December 21, 2022, at a meeting of Catalyst's then-
board of directors, Raymond James rendered to Catalyst's then-board of directors its oral opinion, which was
subsequently confirmed by delivery of a written opinion dated December 21, 2022, that, as of such date and
based upon and subject to the various procedures followed, assumptions made, matters considered and the
qualifications and limitations upon the review undertaken by Raymond James in preparing its opinion, the
Transaction Consideration to be paid by Catalyst was fair, from a financial point of view, to Catalyst.

The full text of the Raymond James fairness opinion, which describes, among other things, the various
procedures followed, assumptions made, matters considered, qualifications and limitations upon the scope
of the review undertaken by Raymond James in preparing its opinion, is attached to this proxy statement as
Annex C and is incorporated by reference in its entirety to this proxy statement.

Raymond James’ financial advisory services and opinion were provided for the information and
assistance of the members of Catalyst’s then-board of directors (in their capacity as directors and
not in any other capacity) in connection with and for purposes of Catalyst’s then-board of directors’
consideration of the Contributions and other transactions contemplated by the F351 Agreement and
the Business Combination Agreement and the Raymond James fairness opinion addressed only the
fairness, from a financial point of view, to Catalyst as of the date thereof of the Transaction
Consideration (as defined in the Raymond James fairness opinion) to be paid by Catalyst. The
opinion of Raymond James does not address any other term or aspect of the F351 Agreement or the
Business Combination Agreement or the Contributions or other transactions contemplated thereby.
The Raymond James fairness opinion does not constitute a recommendation to Catalyst’s board of
directors or any stockholder of Catalyst as to whether or how such holder should vote or otherwise
act with respect to the Contributions, other transactions contemplated by the F351 Agreement or the
Business Combination Agreement or any other matter.

The full text of the Raymond James fairness opinion should be read carefully in its entirety for a
description of the assumptions made and the qualifications and limitations upon the review
undertaken by Raymond James in preparing its opinion.

Overview of the F351 Agreement, the Business Combination Agreement and Agreements Related to
the Contributions (see page 144)

The F351 Agreement

On December 26, 2022, Catalyst acquired the F351 Assets (as defined below) from GNI Japan and GNI
Hong Kong, pursuant to the F351 Agreement, by and among Catalyst and GNI Japan and GNI Hong Kong.
Pursuant to the F351 Agreement, Catalyst acquired the F351 Assets, other than such assets and intellectual
property rights located in the PRC. The F351 Assets include 15 issued or pending patents and patent
applications outside of the PRC, with the last acquired issued patent expected to expire in August 2037.

Under the terms of the F351 Agreement, on January 17, 2023, Catalyst paid GNI Japan and GNI Hong Kong
$35,000,000 in the form of: 6,266,521 shares of Catalyst Common Stock; and 12,340 shares of Catalyst
Convertible Preferred Stock.

The Contributions (see page 123)

Subject to the terms and conditions of the Business Combination Agreement, at the Effective Time, (a) GNI
USA will contribute all of the CPI Ordinary Shares it holds immediately prior to the Effective Time to Catalyst
in exchange for 688,850,101 shares of Catalyst Common Stock, (b) GNI USA will contribute all of the
ordinary shares of Further Challenger it holds immediately prior to the Effective Time to Catalyst in exchange
for 264,971,695 shares of Catalyst Common Stock and (c) each Minority Holder will contribute 100% of the
interest he or she holds in his or her respective Entity to Catalyst in exchange for an aggregate of
156,954,428 shares of Catalyst Common Stock in the amounts set forth on an annex to the Business
Combination Agreement. At the election of GNI USA or any Minority Holder, GNI USA or such Minority
Holder shall be issued shares of Catalyst Convertible Preferred Stock in lieu of some or all of the shares of
Catalyst Common Stock GNI USA or such Minority Holder is entitled to receive.

Immediately after the Contributions, Catalyst stockholders as of immediately prior to the Contributions are
expected to own approximately 2.5% of the outstanding shares of common stock of the combined company,
GNI USA is expected to own approximately 85.2% of the outstanding shares of the combined company and
the Minority Holders are expected to own approximately 12.3% of the outstanding shares of the combined
company, in each case, assuming conversion of the Catalyst Convertible Preferred Stock, and the combined
company will own the F351 Assets and an approximately 69.7% indirect controlling interest in BC.
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Treatment of BC Options (see page 138)

At the Effective Time of the Contributions, BC will terminate the 2021 Plan and BC Options outstanding
thereunder will be terminated and replaced with options granted pursuant to a sub-plan for PRC participants
under the 2023 Omnibus Incentive Plan that are substantially similar in all material respects to the BC
Options previously outstanding under the 2021 Plan.

Treatment of Catalyst Common Stock and Catalyst Options (see page 144)

Each share of Catalyst Common Stock issued and outstanding at the time of the Contributions will remain
issued and outstanding and such shares will be appropriately adjusted to reflect the proposed reverse stock
split. In addition, each option to purchase shares of Catalyst Common Stock that is outstanding immediately
prior to the Effective Time, whether vested or unvested, will survive the closing and remain outstanding in
accordance with its terms. The number of shares of Catalyst Common Stock underlying such options and
the exercise prices for such stock options, will be appropriately adjusted to reflect the proposed reverse
stock split.

Conditions to the Completion of the Contributions (see page 152)

To complete the Contributions, Catalyst stockholders must approve Proposals No. 1, 2, 3, 4 and 6.
Additionally, each of the other closing conditions set forth in the Business Combination Agreement must be
satisfied or waived.

Non-Solicitation (see page 149)

The Business Combination Agreement contains “non-solicitation” provisions, pursuant to which, subject to
specified exceptions, Catalyst has agreed that it will not and Catalyst will not permit or authorize any of its
subsidiaries or any director, officer, employee, investment banker, financial advisor, attorney, accountant or
other advisor, agent or representative to, directly or indirectly:

e Solicit, initiate, endorse, encourage or facilitate any inquiry, proposal or offer with respect to, or the
making or completion of, any Acquisition Proposal (as defined in the section of this proxy statement
titted “The Business Combination Agreement—Non-Solicitation”), or any inquiry, proposal or offer
that is reasonably likely to lead to any Acquisition Proposal;

e enter into, continue or otherwise participate in any discussions or negotiations regarding, or furnish
to any person any information or data with respect to, or otherwise cooperate in any way with, any
Acquisition Proposal; or

* resolve, agree or propose to do any of the foregoing.

Adverse Recommendation Change (see page 150)

Subject to specified exceptions described in the Business Combination Agreement, Catalyst has agreed that
its board of directors (and any committee thereof) may not take any of the following actions, each of which
are referred to in this proxy statement as a Catalyst “Adverse Recommendation Change”:

» withdraw (or modify or qualify in any manner adverse to the Contributors) the recommendation or
declaration of advisability by the Catalyst board or any such committee of the Business
Combination Agreement, the Contributions, Proposal Nos. 1, 2, 3, 4, 5 and 6 or any of the other
transactions contemplated by the Business Combination Agreement;

* recommend or otherwise declare advisable the approval by the Catalyst stockholders of any
Acquisition Proposal;

» cause or permit Catalyst or any of its subsidiaries to enter into any letter of intent, memorandum of
understanding, agreement in principle, acquisition agreement, merger agreement, option
agreement, joint venture agreement, partnership agreement or other contract, except for an
Acceptable Confidentiality Agreement (as defined in the section of this proxy statement titled “The
Business Combination Agreement—Non-Solicitation™), in each case constituting or related to, or
which is intended to or is reasonably likely to lead to, any Acquisition Proposal; or

* resolve, agree or propose to do any of the foregoing.
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Termination of the Business Combination Agreement (see page 154)

Either Catalyst or the Contributors may terminate the Business Combination Agreement under certain
circumstances, which would prevent the Contributions from being consummated.

Termination Fee (see page 155)

Upon termination of the Business Combination Agreement under specified circumstances, Catalyst may be
required to pay the Contributors a termination fee of $2.0 million and the Contributors or Catalyst, as the
case may be, may be required to reimburse the other parties for reasonable out-of-pocket fees and
expenses incurred by such party in connection with the transactions contemplated by the Business
Combination Agreement, up to a maximum amount of $2.0 million.
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Organizational Structure

The following diagrams illustrate in simplified terms the current organizational structure of Catalyst, BC and
the expected structure of the combined company following the Contributions:

Catalyst — Before the Contributions(2)

GNI Hong Kong.

‘ GNT Japan ‘

83.4% 2.4% 14.2%

1) Percentages above reflect the total voting power of each stockholder following the F351 Acquisition and do not reflect
conversion of the Catalyst Convertible Preferred Stock issued to GNI Japan and GNI Hong Kong pursuant to the F351
Agreement.
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1)  Prior to the Effective Time of the Contributions, GNI Japan and GNI Hong Kong will transfer 100% of their respective
interests in CPI to GNI USA.

2)  Prior to the Effective Time of the Contributions, GNI Japan and GNI Hong Kong will transfer all of their respective shares of
Catalyst Common Stock and Catalyst Convertible Preferred Stock to GNI USA.

3) BJC Limited is a wholly-owned subsidiary of CPI and direct shareholder of BC. The immediate holding company of BC is
BJC Limited.
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1)

2)

After the Contributions(1)
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Calculated as a percentage of the total outstanding shares of capital stock of the combined company. Immediately
following the Contributions, on a fully diluted basis (including the outstanding options of Catalyst and the Gyre Options to be
granted in respect of the BC Options), the holders of the capital stock of Catalyst as of immediately prior to the
Contributions are expected to own approximately 2.0% of the combined company, GNI USA is expected to own
approximately 70.6% of the combined company, the Entities are expected to own approximately 10.2% of the combined
company, the holders of Gyre Options to be granted in respect of BC Options are expected to own approximately 16.6% of
the combined company and the holders of outstanding options of Catalyst are expected to own approximately 0.6% of the
combined company.

Calculated as a percentage of the total outstanding shares of BC. At the Effective Time of the Contributions, outstanding
BC Options will be terminated and replaced with options granted under the 2023 Omnibus Incentive Plan that are
substantially similar in all material respects to the BC Options previously outstanding. When such options are exercised for
Gyre Options, BC is expected to issue a pro rata number of BC Common Shares to BJC Limited to proportionally increase
the combined company’s indirect interest in BC and proportionally decrease the remaining BC shareholders’ interest in BC.
When all such options are exercised for Gyre Options, the Entities are expected to own approximately 8% of BC, BJC
Limited is expected to own approximately 61.7% of BC, and the PRC Shareholders are expected to own approximately
30.3% of BC.

Management Following the Contributions (see page 303)

Effective as of the closing of the Contributions, the combined company’s executive officers are expected to

be the following individuals:

Name

Title Inmediately Following
Contributions

Title Immediately Prior to
Contributions

Charles Wu, Ph.D.
Songjiang Ma
Ruoyu Chen
Weiguo Ye

Suzana Corritori, M.D., Ph.D.,
MSc.

Chief Executive Officer and
Director

President and Director
Interim Chief Financial Officer

Chief Operating Officer

Vice President of Clinical
Development and Regulatory
Affairs

Director of BC

Honorary Chairman, Director of
BC

Senior Vice President of Finance
of GNI USA; Director of BC

Director, President of BC

President & Owner of Corritori
Consulting, Inc.
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Interests of Certain Directors, Officers and Affiliates of Catalyst and the Contributors (see page 136)
Interests of Catalyst

In considering the recommendation of Catalyst’s then-board of directors with respect to issuing shares of
Catalyst Common Stock in the Contributions and other matters to be acted upon by the Catalyst
stockholders at the Catalyst special meeting, Catalyst stockholders should be aware that Catalyst's directors
and executive officers may have interests in the Contributions that are different from, or in addition to, the
interests of Catalyst stockholders generally. Interests of Catalyst's directors and executive officers may be
different from or in addition to the interests of Catalyst stockholders for the following reasons, among others:

¢ One of Catalyst's directors prior to the execution of the Business Combination Agreement, Nassim
Usman, Ph.D., and two additional existing directors, Thomas Eastling and Ying Luo, will continue
as directors of the combined company after the Effective Time and, following the closing of the
Contributions, will be eligible to be compensated as non-employee directors of Catalyst pursuant to
the Catalyst non-employee director compensation policy that is expected to remain in place
following the Effective Time.

e Under the terms of the F351 Agreement and the Business Combination Agreement, Catalyst's
directors and executive officers are entitled to continued indemnification, expense advancement
and insurance coverage.

*  The combined company’s board of directors is expected to approve grants of fully vested awards of
stock options under the 2023 Omnibus Incentive Plan to Nassim Usman, Ph.D., Seline Miller,
Thomas Eastling and Ruoyu Chen. The approximate grant date fair value of such grants are as
follows: Nassim Usman, Ph.D. ($841,820), Seline Miller ($169,423), Thomas Eastling ($841,820)
and Ruoyu Chen ($84,711). The combined company’'s board is also expected to approve an
additional award of stock options under the 2023 Omnibus Incentive Plan to Ms. Miller, which will
vest subject to her completion of a consulting term following the closing of the Contributions.

These interests are discussed in more detail in the sections titled “ The Contributions—Interests of Catalyst's
Directors and Executive Officers in the Contributions,” “The Business Combination Agreement—
Indemnification and Insurance for Directors and Officers” and “Catalyst Executive and Director
Compensation” beginning on pages 136, 151 and 162, respectively of this proxy statement. The members of
Catalyst's then-board of directors were aware of and considered these potential interests, among other
things, in evaluating and negotiating the Business Combination Agreement, F351 Agreement and the
Contributions and in recommending to Catalyst stockholders the proposals being submitted to Catalyst
stockholders at the Catalyst special meeting be approved.

Interests of the GNI Parties

In considering the recommendations of each of the GNI Parties’ board of directors or executive directors, as
applicable, with respect to approving the Business Combination Agreement, stockholders should be aware
that the Contributors’ directors and executive officers may have interests in the Contributions that are
different from, or in addition to, the interests of the Contributors’ stockholders generally. Interests of the
directors and executive officers may be different from or in addition to the interests of the stockholders for
the following reasons, among others:

 As of May 15, 2023, GNI Japan and GNI Hong Kong beneficially owned, in the aggregate,
approximately 16.6% of the shares of Catalyst Common Stock and 80.5% of the shares of Catalyst
Common Stock upon conversion of the Catalyst Convertible Preferred Stock upon the approval of
Proposal No. 2 and successful application for initial listing with The Nasdaq Capital Market
(“Nasdaq”).

»  Certain of the directors and executive officers of the GNI Parties are expected to continue as or
become directors and executive officers of the combined company upon the closing of the
Contributions and all such directors and officers, as well as the directors and executive officers of
BC and Further Challenger, are entitled to certain indemnification coverage pursuant to the terms of
the Business Combination Agreement.

These interests are discussed in more detail in the sections titled “ The Contributions—Interests of GNI
Parties’ Directors and Executive Officers in the Contributions,” “The Business Combination Agreement—
Indemnification and Insurance for Directors and Officers” and “BC Executive Compensation” beginning on
pages 138, 151 and 173, respectively, of this proxy statement. The members of each of the Contributors’
board of directors or executive directors, as applicable, were aware of and considered these interests, among
other things, in evaluating and negotiating the Business Combination Agreement and the Contributions.
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Material U.S. Federal Income Tax Consequences of the Contributions (see page 141)

Catalyst and the GNI Parties intend for the Contributions, taken together, to qualify as a transaction
governed by Section 351(a) of the Code.

Assuming the Contributions qualify for the intended tax treatment, subject to the limitations and qualifications
described in the section entitled “The Contributions—Material U.S. Federal Income Tax Consequences of
the Contributions,” GNI USA will not recognize gain or loss for U.S. federal income tax purposes upon the
receipt of shares of Catalyst Common Stock in exchange for shares of CPI common stock and/or ordinary
shares of Further Challenger in the Contributions.

If the Contributions do not qualify for the intended tax treatment, GNI USA generally would be required to
recognize gain or loss upon the contribution of CPI common stock and ordinary shares of Further Challenger
in the Contributions equal to the difference between the fair market value of the shares of Catalyst Common
Stock received in exchange for the CPI common stock and ordinary shares of Further Challenger in the
Contributions and GNI USA's adjusted tax basis in the shares of fair market value of the shares of CPI
common stock and ordinary shares of Further Challenger surrendered. Determining the actual tax
consequences of the Contributions to GNI USA and the other Contributors may be complex and will depend
on the facts of each Contributor’'s own circumstances.

For a more detailed discussion of the material U.S. federal income tax consequences of the Contributions,
see “The Contributions—Material U.S. Federal Income Tax Consequences of the Contributions " beginning
on page 141 of this proxy statement.

Material U.S. Federal Income Tax Consequences of the Receipt of CVRs (see page 157)

The U.S. federal income tax treatment of the Catalyst stockholders’ receipt of the CVRs is unclear. Catalyst
will report the issuance of the CVRs to Catalyst stockholders as a distribution of property with respect to
Catalyst Common Stock. If the issuance of the CVRs is treated as a distribution of property, each Catalyst
stockholder will be treated as receiving a distribution in an amount equal to the fair market value of the CVRs
issued to such Catalyst stockholder on the date of the issuance. This distribution should be treated first as a
taxable dividend to the extent of the Catalyst stockholder's pro rata share of Catalyst's current or
accumulated earnings and profits (as determined for U.S. federal income tax purposes), then as a non-
taxable return of capital to the extent of the Catalyst stockholder’s basis in its Catalyst Common Stock and
finally as capital gain from the sale or exchange of Catalyst Common Stock with respect to any remaining
value. Catalyst is in the process of performing an analysis of the Company's earnings and profits and some
or all of the issuance of the CVRs could be treated as a dividend for U.S. federal income tax purposes if
Catalyst determines that it has current or accumulated earnings and profits. Any portion of the issuance of
CVRs that is not treated as a dividend may be subject to the 1% Excise Tax under the IRA. As discussed in
more detail in the section entitied “Agreements Related to the Contributions—CVR Agreement—Material
U.S. Federal Income Tax Consequences of the Receipt of CVRs” beginning on page 157 of this proxy
statement, these consequences assume that distribution of the CVRs will be treated for U.S. federal income
tax purposes as separate and distinct from the proposed reverse stock split. See the section entitled
“Agreements  Related to the Contributions—CVR Agreement—Material U.S. Federal Income Tax
Consequences of the Receipt of CVRs” beginning on page 157 of this proxy statement for a more complete
description of the material U.S. federal income tax consequences of the receipt of CVRs to Catalyst
stockholders, including possible alternative treatments.

Material U.S. Federal Income Tax Consequences of the Reverse Stock Split (see page 187)

Catalyst intends the proposed reverse stock split to qualify as a “recapitalization” within the meaning of
Section 368(a)(1)(E) of the Code. In general and subject to the qualifications and limitations set forth in the
section entitled “Proposal No. 4—Material U.S. Federal Income Tax Consequences of the Reverse Stock
Split’ beginning on page 187 of this proxy statement, if the proposed reverse stock split qualifies as a
“recapitalization” within the meaning of Section 368(a)(1)(E) of the Code, a Catalyst U.S. holder (as defined
on page 158) should not recognize gain or loss upon the proposed reverse stock split. See the section
entitled “Proposal No. 4—Material U.S. Federal Income Tax Consequences of the Reverse Stock Split”
beginning on page 187 of this proxy statement for a more complete description of the material U.S. federal
income tax consequences of the proposed reverse stock split to Catalyst U.S. holders.
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Risk Factor Summary

Both Catalyst and BC are subject to various risks associated with their businesses and their industries. In
addition, the Contributions, including the possibility that the Contributions may not be completed, poses a
number of risks to each company and its respective securityholders, including the following risks:

Risks Related to the Contributions

Catalyst stockholders will experience substantial dilution in the Contributions. Catalyst stockholders
may not realize a benefit from the Contributions commensurate with the ownership dilution they will
experience in connection with the Contributions.

Failure to complete the Contributions may result in either Catalyst paying a termination fee to the
Contributors and reimbursing the Contributors for their fees and expenses, or the Contributors
reimbursing Catalyst for its fees and expenses, which could harm the common stock price of
Catalyst and future business and operations of each party.

If the conditions to the Contributions are not satisfied or waived, the Contributions may not occur.

Risks Related to the Proposed Reverse Stock Split

The reverse stock split may not increase the combined company’s stock price over the long-term.

Risks Related to Catalyst

Catalyst has incurred significant losses since its inception and is expected to continue to incur
significant losses for the foreseeable future.

Catalyst has no history of obtaining regulatory approval or commercialization of pharmaceutical
products, and it may be unable to do so for any product candidates Catalyst acquires or develops,
including Hydronidone, which may make it difficult to evaluate Catalyst's prospects.

Catalyst is substantially dependent on the success of its lead product candidate, Hydronidone, and
its future clinical trials may not be successful.

Catalyst expects to seek to establish additional collaborations, and, if Catalyst is not able to
establish them on commercially reasonable terms, Catalyst may have to alter its development and
commercialization plans.

Catalyst’s future success depends on its ability to retain key executives and to attract, retain and
motivate qualified personnel.

If Catalyst is unable to obtain, protect or enforce intellectual property rights related to its product
candidates, Catalyst may not be able to compete effectively in its markets.

The regulatory approval processes of the FDA and other comparable foreign regulatory authorities
are lengthy, time-consuming and inherently unpredictable. If Catalyst is not able to obtain, or if
there are delays in obtaining, required regulatory approvals, Catalyst will not be able to
commercialize its product candidates, including Hydronidone, and its ability to generate revenue
will be materially impaired.

Catalyst is developing Hydronidone for the treatment of NASH, an indication for which there are no
approved products. The requirements for approval of Hydronidone by the FDA and comparable
foreign regulatory authorities may be difficult to predict and may change over time, which makes it
difficult to predict the timing and costs of the clinical development.

Catalyst has recently received a Nasdaq notice for failing to comply with the minimum bid price
listing requirement and there is no assurance Catalyst will regain compliance or maintain its
Nasdagq listing.

Catalyst may not be able to continue as a going concern if the conversion of Catalyst Series X
Convertible Preferred Stock, par value $0.001 per share (the “Catalyst Convertible Preferred
Stock”) is not approved by its stockholders.

Risks Related to BC

BC is largely dependent on sales of ETUARY, its commercialized product, within a competitive
environment and BC may be unable to maintain or increase the sales volume, pricing levels and
profit margins.
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BC’s business and financial prospects depend substantially on the success of its clinical stage and
pre-clinical stage drug candidates and BC may be unable to successfully complete their clinical
development, obtain relevant regulatory approvals or achieve their commercialization, or may
experience significant delays in doing so.

BC’s drugs and future approved drug candidates may fail to achieve the degree of market
acceptance by physicians, medical institutions, pharmacies, patients, third-party payers and others
in the medical community necessary for commercial success.

The actual market size of BC’s drug candidates may be smaller than it anticipates, which could
render some drug candidates ultimately unprofitable even if commercialized and BC's growth is
limited by existing and newly identified cases of IPF patients in the PRC until the expanded
indications of ETUARY and BC's other drug candidates are approved and become profitable.

All material aspects of the research, development, manufacturing and commercialization of BC’s
drugs and drug candidates are heavily regulated.

Even if BC is able to obtain patent protection for our drugs and drug candidates, the term of such
protection, if any, is limited and third parties could develop and commercialize products and
technologies similar or identical to ours and compete directly against us after the expiration of BC's
patent rights.

If BC determines its intangible assets to be impaired, BC's results of operations and financial
condition may be adversely affected.

BC'’s operations are primarily conducted in China, and BC is subject to complex and evolving PRC
laws and regulations, which, if the Contributions are consummated, exposes investors in the
combined company to risks.

The PRC government may intervene in or influence BC’s operations at any time, which could result
in a change in BC’'s and, if the Contributions are consummated, the combined company’s,
operations and/or value of its securities.

There are uncertainties regarding the interpretation and enforcement of PRC laws, rules and
regulations, which can evolve quickly with little advance notice, which may materially and adversely
affect BC's, and if the Contributions are consummated, the combined company’s, business,
financial condition, and results of operations.

Restrictions on currency exchange, including the risks of transferring cash outside of the PRC, may
limit BC's ability to receive and use effectively financing in foreign currencies.

Since BC is a legal entity registered in Beijing, PRC, it is classified as a PRC tax resident for PRC
income tax purposes by default, and such classification results in unfavorable tax consequences to
BC and its non-PRC shareholders.

Risks Related to the Combined Company

The PRC government's significant authority in regulating the combined company’s operations and
its oversight and control over offerings conducted overseas by, and foreign investment in, PRC-
based issuers could significantly limit or completely hinder the combined company’s ability to offer
or continue to offer securities to investors and cause the value of the combined company’'s
securities to significantly decline or be worthless if the Contributions are consummated. For more
details regarding the risks related to operations in the PRC, see Risk Factors—Risks Related to BC
—Risks Related to BC's Operations in the PRC.

The market price of the combined company’s common stock following the completion of the
Contributions is expected to be volatile and the market price of the common stock may drop
following the Contributions.

Following the Contributions, the combined company may be unable to integrate successfully and
realize the anticipated benefits of the Contributions.
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* The combined company will need substantial additional funding before it can complete the
development of its product candidates. If the combined company is unable to obtain such additional
capital on favorable terms, on a timely basis or at all, it would be forced to delay, reduce or
eliminate its product development and clinical programs and may not have the capital required to
otherwise operate its business.

*  The combined company will incur additional costs and increased demands upon management as a
result of complying with the laws and regulations affecting public companies.

* The PRC-operations portion of the combined company’s audit may be conducted by an
independent registered public accounting firm that is not subject to inspection by the Public
Company Accounting Oversight Board (“PCAOB”), which may negatively impact investor sentiment
towards the combined company or its PRC operations, which could adversely affect the market
price of the combined company’s common stock.

These risks and other risks are discussed in greater detail under the section entitled “ Risk Factors” beginning
on page 34 of this proxy statement. Catalyst and the GNI Parties encourage you to read and consider all of
these risks carefully.

Regulatory Approvals (see page 141)

In the United States, Catalyst must comply with applicable federal and state securities laws and the rules
and regulations of Nasdagq in connection with the issuance of shares of Catalyst Common Stock to GNI USA
and the Minority Holders in connection with the transactions contemplated by the Business Combination
Agreement and the filing of this proxy statement with the SEC. Catalyst does not intend to seek any
regulatory approval from antitrust authorities to consummate the transactions.

On February 17, 2023, the China Securities Regulatory Commission (“CSRC”) issued the Trial
Administrative Measures of Overseas Securities Offering and Listing by Domestic Enterprises (the “Trial
Measures”), which became effective on March 31, 2023. On the same date, CSRC circulated No. 1 to No. 5
Supporting Guidance Rules, the Notes on the Trial Measures, the Notice on Administration Arrangements
for the Filing of Overseas Listings by Domestic Enterprises and the relevant CSRC Answers to Reporter
Questions on the official website of CSRC. These new regulations propose to establish a new filing-based
regime to regulate overseas offerings and listings by PRC domestic companies. Accordingly, on May 22,
2023, BC submitted the filing documents pursuant to the Trial Measures to the CSRC that must be accepted
prior to the anticipated closing of the Contributions. In June 2023, BC received comments from the CSRC on
its filing materials, and BC filed its responses and supplemental materials to the CSRC. As of the date of this
filing, BC has not received final confirmation from the CSRC regarding the completion of the Trial Measures
filing process.

BC does not believe it falls within any of the circumstances specified in the Trial Measures in which
overseas issuance and listing are prohibited. As long as BC complies with all relevant requirements, takes
all necessary steps and submits all relevant materials as required, BC expects that there are no significant
legal impediments to its completion of the filing process with the CSRC. However, there is still uncertainty as
to whether BC will be able to complete the filing, and if it is unable to complete the filing process, BC will
have to suspend or terminate the Contributions. Furthermore, pursuant to the Trial Measures, if domestic
enterprises fail to fulfill the filing procedures or offer and list in an overseas market against the prohibited
circumstances, they would be warned and fined not less than approximately $144,092 but not more than
approximately $1.4 million. The controlling shareholder or the actual controller of a domestic enterprise who
organizes or instructs to engage in such illegal acts will be fined not less than approximately $144,092 but
not more than approximately $1.4 million. If the filing materials of a domestic enterprise contain false
records, misleading statements or material omissions, the CSRC will order correction, issue a warning, and
impose a fine of not less than approximately $144,092 and not more than approximately $1.4 million. The
controlling shareholder or actual controller of a domestic enterprise who organizes or directs to engage in the
illegal acts in the preceding paragraph, or conceals the relevant matters leading to the occurrence of the
foregoing, shall be subject to a fine of not less than approximately $144,092 and not more than
approximately $1.4 million.

As of May 15, 2023, BC has received all material permissions and approvals required for its business
operations. As of May 15, 2023, BC Biomedical has obtained a business license but has no business
operations. For a table that sets forth the details of material licenses, permits and approvals, see BC's
Business—~Permits and Other Approvals in this proxy statement.

Except for the filing BC will make with the CSRC as described above, BC does not expect that any other
governmental agency is required to approve BC’s operations, including the Cyberspace Administration of
China.
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However, applicable PRC laws and regulations may be tightened, and new laws or regulations may be
introduced to impose additional government approval, license, and permit requirements. If BC or its
subsidiaries fail to obtain and maintain such approvals, licenses, or permits required for BC's business,
inadvertently conclude that such approval is not required, or fail to respond to changes in the regulatory
environment, BC or its subsidiaries could be subject to liabilities, penalties, and operational disruption, which
may materially and adversely affect its business, operating results, financial condition and the value of the
combined company’s common stock, and if the Contributions are consummated, significantly limit or
completely hinder the combined company’s ability to offer or continue to offer securities to investors, or
cause such securities to significantly decline in value or become worthless. For more details on the risks of
BC's operations in the PRC, see Risk Factors—Risks Related to BC— Risks Related to BC'’s Business
Operations in the PRC.

Nasdaq Stock Market Listing (see page 143)

Catalyst has filed a listing application to cause the shares of Catalyst Common Stock to be issued in
connection with the Contributions to be approved for listing on Nasdaq. If such application is accepted,
Catalyst and the GNI Parties anticipate that the common stock of the combined company, which will be
renamed Gyre Therapeutics, Inc., will be listed on Nasdaq following the closing of the Contributions under
the trading symbol “GYRE.”

Anticipated Accounting Treatment (see page 142)

For accounting purposes, CPI is considered to be acquiring Catalyst in this transaction. The transaction is
expected to be accounted for as a reverse asset acquisition under existing U.S. generally accepted
accounting principles (“U.S. GAAP”), which is subject to change and interpretation. To determine the
accounting for this transaction under U.S. GAAP, a company must assess whether an integrated set of
assets and activities should be accounted for as an acquisition of a business or an asset acquisition. The
guidance requires an initial screen test to determine if substantially all of the fair value of the gross assets
acquired is concentrated in a single asset or group of similar assets. If that screen is met, the operations
acquired are not a business. Catalyst is not expected to meet the definition of a business since substantially
all of the fair value is included in IPR&D and no substantive processes are being acquired. As such, the
Contributions are expected to be treated as an asset acquisition. The accounting treatment is dependent on
certain valuations and other studies that have yet to commence or progress to a stage where there is
sufficient information for a definitive measurement. A final determination of these estimated fair values,
which cannot be made prior to the completion of the transaction, will be based on the actual net tangible and
intangible assets of Catalyst that exist as of the completion of the transaction.

No Appraisal Rights for Catalyst Stockholders (see page 143)

Appraisal rights are statutory rights under the Delaware General Corporation Law (the “DGCL”") that enable
stockholders who object to certain extraordinary transactions to demand that the corporation pay such
stockholders the fair value of their shares instead of receiving the consideration offered to stockholders in
connection with the extraordinary transaction. Holders of Catalyst Common Stock are not entitled to
appraisal rights under Delaware law in connection with the Contributions.
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MARKET PRICE AND DIVIDEND INFORMATION

Market Price Information

Catalyst Common Stock is currently listed on The Nasdaq Capital Market under the symbol “CBIO.”

The closing price of Catalyst Common Stock on December 23, 2022, the last trading day prior to the public
announcement of the Contributions, was $0.50 per share, and the closing price of Catalyst Common Stock
on May 15, 2023, was $0.22 per share, in each case as reported on The Nasdaq Capital Market.

Because the market price of Catalyst Common Stock is subject to fluctuation, the market value of the shares
of Catalyst Common Stock that Contributors will receive in connection with the Contributions may increase
or decrease.

BC is a private company and its common shares are not publicly traded.

Assuming approval of Proposal Nos. 1 and 2 and successful application for initial listing with Nasdaq,
Catalyst and the GNI Parties anticipate that the common stock of the combined company, which will be
renamed Gyre Therapeutics, Inc., will be listed on Nasdaq following the closing of the Contributions under
the trading symbol “GYRE.”

As of , 2023, the Record Date for the Special Meeting, there were approximately holders of
record of Catalyst Common Stock. As of , 2023, BC had 10 holders of record of BC ordinary shares.
For detailed information regarding the beneficial ownership of certain Catalyst stockholders, see the sections
titted “Principal Stockholders of Catalyst” and “Principal Stockholders of BC” on pages 336 and 337,
respectively, of this proxy statement.

Dividends

On September 20, 2022, Catalyst paid a special cash dividend of $45.0 million (or $1.43 per share) to
Catalyst's common stockholders of record as of the close of business on September 6, 2022, and on
January 12, 2023, Catalyst paid a special cash dividend of $7.6 million (or $0.24 per share) to Catalyst's
common stockholders of record as of the close of business on January 5, 2023. Catalyst determined, in
accordance with the adjustment provision of the Catalyst Biosciences, Inc. 2018 Omnibus Incentive Plan
(the “2018 Plan”), that the special cash dividends were unusual and non-recurring and that appropriate
adjustment to the stock options to purchase shares of Catalyst Common Stock outstanding under the 2018
Plan were required. Catalyst treated these adjustments as a modification to the original stock option grants
because the terms of the agreements were modified in order to preserve the value of the option awards after
a large non-recurring cash dividend. These options were amended to decrease the exercise price and
increase the number of shares subject to the stock option on a proportionate basis. No incremental value
was provided to the option holders as a result of the modification and no additional compensation cost was
recorded by Catalyst. In 2020, BC paid a cash dividend of $1.9 million to BJContinent Pharmaceuticals
Limited, a company incorporated under the laws of Hong Kong with limited liability (“BJC Limited”). BC
intends to retain all available funds and any future earnings for use in the operation of its business and does
not anticipate paying any cash dividends on its capital stock in the foreseeable future. Notwithstanding the
foregoing, any determination to pay cash dividends subsequent to the Contributions will be at the discretion
of the combined company’s board of directors and will depend upon a number of factors, including the
combined company’s results of operations, financial condition, future prospects, contractual restrictions,
restrictions imposed by applicable law and other factors the combined company’s board of directors deems
relevant. For more details, see “BC’s Business—Regulatory Requirements in the PRC—Dividends,
Distributions and Other Transfers”, Audited Financial Statements of Beijing Continent Pharmaceuticals Co.,
Ltd. and “Selected Historical and Unaudited Pro Forma Condensed Combined Financial Information—
Unaudited Pro Forma Condensed Combined Financial Information” included elsewhere in this proxy
statement.
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SUMMARY OF SIGNIFICANT IFRS TO U.S. GAAP DIFFERENCES

Major GAAP Difference Identified and Adjusted
1. Lease amortization

Under U.S. GAAP, for operating leases, the amortization of right-of-use assets and the interest expense
element of lease liabilities are recorded together as lease expenses, which results in a straight-line
recognition effect in the consolidated statements of operations.

Under IFRS, all leases are accounted for like finance leases where right-of-use assets are generally
depreciated on a straight-line basis while lease liabilities are measured under the effective interest method,
which results in higher expenses at the beginning of the lease term and lower expenses near the end of the
lease term.

2. Share-based compensation

Under U.S. GAAP, compensation cost should be recognized only if it is probable that the performance
condition will be achieved. An initial public offering (“IPO”) constitutes a performance condition that is not
considered probable until the IPO completion date under U.S. GAAP, resulting in later recognition of the cost
in comparison to IFRS Standards. When share-based awards are modified, and the modification is
considered a type Il modification — improbable to probable under U.S. GAAP — an entity will begin
recording share-based compensation expense based on the fair value of the modified awards over the
remaining vesting period.

Under IFRS, share-based compensation expenses are recognized to the extent of the best estimate of the
number of equity instruments that will ultimately vest. The best estimate takes into account the likelihood of
the service/non-marketing performance conditions being met. An IPO with the requirement of employees’
service is considered as non-marketing performance condition, and the likelihood of IPO is taken into
account to determine the vesting period and the number of equity instruments to be vested.

3. Internally developed intangible assets

Under U.S. GAAP, research and development activities are expensed as incurred. Milestone payment for
acquired in-process research and development (“IPR&D") incurred prior to regulatory approval are expensed
as incurred.

Under IFRS, expenditure incurred on projects to develop new products can be capitalized and deferred when
an entity can demonstrate the technical feasibility of completing the intangible asset so that it will be
available for use or sale, its intention to complete and its ability to use or sell the asset, how the asset will
generate future economic benefits, the availability of resources to complete the project and the ability to
measure reliably the expenditure during the development.

32




TABLE OF CONTENTS

IMPORTANT INFORMATION ABOUT EXCHANGE RATES

Certain information presented in this proxy statement has been converted from Renminbi to U.S. dollars at
the rates, as set by the People’s Bank of China for each of the applicable dates, below:

« for assets and liabilities:
°  RMB 6.8717 to US$1.00 for the three months ended March 31, 2023;
°  RMB 6.3482 to US$1.00 for the three months ended March 31, 2022;
°  RMB 6.9646 to US$1.00 for the year ended December 31, 2022; and
°  RMB 6.3757 to US$1.00 for the year ended December 31, 2021,

«  for profit, loss and cashflow:
°  RMB 6.8476 to US$1.00 for the three months ended March 31, 2023;
°  RMB 6.3504 to US$1.00 for the three months ended March 31, 2022;
°  RMB 6.7208 to US$1.00 for the year ended December 31, 2022; and
°  RMB 6.4512 to US$1.00 for the year ended December 31, 2021,

« for equity items and all other items:

o

the historical exchange rate of Renminbi to U.S. dollars at the time the figure is reported to
occur.

Exchange rates fluctuate, and such fluctuation can be significant. No representation is made that any
Renminbi amounts referred to in this proxy statement could have been, or could be, converted to U.S.
dollars at any particular rate, or at all.
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RISK FACTORS

The combined company will be faced with a market environment that cannot be predicted and that involves
significant risks, many of which will be beyond its control. In addition to the other information contained or
incorporated by reference in this proxy statement, you should carefully consider the material risks described
below before deciding how to vote your shares of Catalyst Common Stock. You should also read and
consider the other information in this proxy statement and additional information about Catalyst set forth in
its Annual Report on Form 10-K for the fiscal year ended December 31, 2022, which is filed with the
Securities and Exchange Commission, or the SEC, as such risks may be updated or supplemented in its
subsequent Quarterly Reports on Form 10-Q or Current Reports on Form 8-K, each of which is incorporated
by reference into this proxy statement. Please see the section entitled “Where You Can Find More
Information” beginning on page 343 of this proxy statement for further information regarding the documents
incorporated by reference into this proxy statement.

Risks Related to the Strategic Transactions

Risks Related to the Contributions

Failure to complete the Contributions may result in either Catalyst paying a termination fee to the
Contributors and reimbursing the Contributors for their fees and expenses, or the Contributors
reimbursing Catalyst for its fees and expenses, which could harm the common stock price of
Catalyst and future business and operations of each party.

If the Contributions are not completed, Catalyst and the Contributors are subject to the following risks:

« if the Business Combination Agreement is terminated under certain specified circumstances,
Catalyst will be required to pay the Contributors a termination fee of $2.0 million and reimburse the
Contributors for all of their reasonable out-of-pocket fees and expenses incurred by the
Contributors up to $2.0 million;

« if the Business Combination Agreement is terminated under certain other specified circumstances,
the Contributors will be required to reimburse Catalyst for all of its reasonable out-of-pocket fees
and expenses incurred by Catalyst up to $2.0 million;

¢ the price of Catalyst Common Stock may decline and could fluctuate significantly; and

e costs related to the Contributions, such as financial advisor, legal and accounting fees, which
Catalyst estimates will total approximately $1.75 million in the aggregate, a majority of which must
be paid even if the Contributions are not completed.

If the Business Combination Agreement is terminated and the board of directors of Catalyst or equivalent
thereof of the Contributors determines to seek another business combination, there can be no assurance
that either Catalyst or the Contributors will be able to find a partner with whom a business combination
would yield greater benefits than the benefits to be provided under the Business Combination Agreement.

If the conditions to the Contributions are not satisfied or waived, the Contributions may not occur.

Even if the Business Combination Agreement is adopted by the stockholders of Catalyst, specified
conditions must be satisfied or waived to complete the Contributions. These conditions are set forth in the
Business Combination Agreement and described in the section entitled “The Business Combination
Agreement—Conditions to the Completion of the Contributions” beginning on page 152 of this proxy
statement, which includes a description of which conditions may be waived. Catalyst and the Contributors
cannot assure you that all of the conditions to the consummation of the Contributions will be satisfied or
waived. If the conditions are not satisfied or waived, the Contributions may not occur or the closing may be
delayed, and Catalyst and BC each may lose some or all of the intended benefits of the Contributions.

The Contributions may be completed even though a material adverse effect may result from the
announcement of the Contributions, industry-wide changes or other causes.

In general, neither Catalyst nor the Contributors is obligated to complete the Contributions if there is a
material adverse effect affecting the other party between December 26, 2022, the date of the Business
Combination Agreement, and the closing of the Contributions. However, certain types of changes are
excluded from the concept of a “material adverse effect.” Such exclusions include but are not limited to
changes in general economic or market conditions, industry wide changes, changes in GAAP and IFRS,
changes in laws, rules or regulations of general
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applicability or interpretations thereof, natural disasters, epidemics, pandemics or other disease outbreaks
(including the COVID-19 pandemic), outbreaks of major hostilities or acts of terrorism, changes resulting
from the announcement or pendency of the Contributions, and failures to meet internal guidance, budgets,
plans or forecasts. Therefore, if any of these events were to occur impacting Catalyst, the Contributors or
CPI, the other parties would still be obliged to consummate the closing of the Contributions. If any such
adverse changes occur and Catalyst and BC consummate the closing of the Contributions, the stock price of
the combined company may suffer. This in turn may reduce the value of the Contributions to the
stockholders of Catalyst, the shareholders of BC or both. For a more complete discussion of what constitutes
a material adverse effect on Catalyst, the Contributors or CPI, see the section entitled “The Business
Combination Agreement—Conditions to the Completion of the Contributions” beginning on page 152 of this
proxy statement.

If Catalyst and the Contributors complete the Contributions, the combined company may need to
raise additional capital by issuing additional equity securities or through debt financing or licensing
arrangements, which may cause significant dilution to the combined company’s stockholders or
restrict the combined company’s operations.

Additional financing may not be available to the combined company when it is needed or may not be
available on favorable terms. To the extent that the combined company raises additional capital by issuing
equity securities, such financing will cause additional dilution to all securityholders of the combined
company, including Catalyst's pre-Contributions securityholders and BC’s former securityholders. It is also
possible that the terms of any new equity securities may have preferences over the combined company’s
common stock. Any debt financing the combined company enters into may involve covenants that restrict its
operations. These restrictive covenants may include limitations on additional borrowing and specific
restrictions on the use of the combined company’s assets, as well as prohibitions on its ability to create
liens, pay dividends, redeem its stock or make investments. In addition, if the combined company raises
additional funds through licensing arrangements, it may be necessary to grant licenses on terms that are not
favorable to the combined company.

Some directors and executive officers of Catalyst, the Contributors, CPI and BC may have interests
in the Contributions that are different from yours and that may influence them to support or approve
the Contributions without regard to your interests.

Directors and executive officers of Catalyst, the Contributors and CPI may have interests in the Contributions
that are different from, or in addition to, the interests of other Catalyst stockholders generally. These
interests with respect to Catalyst's directors and executive officers may include, among others, that certain of
Catalyst's executives are entitled to, in connection with a qualifying termination of employment, accelerated
vesting of options with respect to Catalyst Common Stock and the payment of severance, that certain of
Catalyst's executives are entitled to the extension of the applicable executive’s post-termination exercise
period with respect to their options in the event of the executive’s continued employment through the closing
of the Contributions, and that all of Catalyst’'s directors and executive officers are entitled to certain
indemnification and liability insurance coverage pursuant to the terms of the Business Combination
Agreement. In addition, current members of the Catalyst board of directors, Nassim Usman, Ph.D, Thomas
Eastling and Ying Luo, Ph.D., are expected to continue as directors of the combined company after the
Effective Time, and, following the closing of the Contributions, will be eligible to be compensated as non-
employee directors of the combined company pursuant to the Catalyst non-employee director compensation
policy that is expected to remain in place following the Effective Time. These interests with respect to the
Contributors’ and CPI's directors and executive officers may include, among others, that certain of the
Contributors’ and CPI's directors and executive officers have options, subject to vesting, to purchase BC
ordinary shares which, after the Effective Time, will be converted into and become options to purchase
shares of the common stock of the combined company; and all of the Contributors and CPI's directors and
executive officers are entitled to certain indemnification and liability insurance coverage pursuant to the
terms of the Business Combination Agreement. In addition, certain of BC's executive officers are expected to
continue as executive officers of the combined company after the Effective Time. Further, some of the
current members of BC's board of directors are expected to continue as directors of the combined company
after the Effective Time, and, following the closing of the Contributions, will be eligible to be compensated as
non-employee directors of the combined company pursuant to the Catalyst non-employee director
compensation policy that is expected to remain in place following the Effective Time. Certain directors and
executive officers own options to purchase the shares of their respective companies.

The Catalyst board of directors and the equivalent governing bodies of the Contributors and CPI were aware
of and considered those interests, among other things, in reaching their decisions to approve and adopt the
Business
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Combination Agreement, approve the Contributions, and recommend the approval of the Business
Combination Agreement and certain related matters to Catalyst and BC stockholders. These interests,
among other factors, may have influenced the directors and executive officers of Catalyst, the Contributors
and CPI to support or approve the Contributions.

For more information regarding the interests of Catalyst, the Contributors and CPI directors and executive
officers in the Contributions, please see the sections titled “The Contributions—Interests of Catalyst's
Directors and Executive Officers in the Contributions” beginning on page 136 and “The Contributions—
Interests of GNI Parties’ Directors and Executive Officers in the Contributions” beginning on page 138 of this
proxy statement.

Catalyst’'s CVR was distributed to its stockholders of record on January 5, 2023; other stockholders,
including purchasers of Catalyst common stock after January 5, 2023, will not benefit from the
distribution under the CVR. CVR Holders may potentially not receive any payment on the CVRs and
the CVRs may otherwise expire valueless.

Pursuant to the Contingent Value Rights Agreement (the “CVR Agreement”) dated December 26, 2022,
Catalyst's CVR was distributed to its stockholders of record on January 5, 2023 the (“CVR Holders”). CVR
distributions, if any, will consist of net proceeds from any potential future sale of Catalyst's legacy assets or
claims, net cash in excess of $1.0 million, as of the closing of the Contributions, net cash received from the
transaction with Vertex Pharmaceuticals Incorporated (“Vertex”) in May 2022, up to $5.0 million, net
proceeds from the payment of the remaining $5.0 million due from the sale of Catalyst’'s legacy hemophilia
assets to GC Biopharma (“GCBP”), and net proceeds from certain legal claims that Catalyst has against a
third party. The amount that can be distributed will depend on a variety of factors, including the value, if any,
received for Catalyst's legacy assets or claims, the amount of expenses Catalyst incurs before the closing of
the Contributions, and the amount, if any, received from Vertex and GCBP. There can be no assurance as
to the timing or amount of distributions to Catalyst's stockholders pursuant to the CVR Agreement, and such
amounts may ultimately be higher or lower than anticipated.

Furthermore, other Catalyst stockholders, including purchasers of Catalyst common stock after January 5,
2023, will not benefit from the distribution under the CVR.

Catalyst may not be able to achieve successful results from the disposition of such assets as described
above. If this is not achieved for any reason within the time periods specified in the CVR Agreement, or the
permitted deductions set forth in the CVR Agreement are greater than any gross proceeds, no payments will
be made under the CVRs, and the CVRs will expire valueless. For further information regarding the CVR
Agreement, please see the section entitled “Agreements Related to the Contributions—CVR Agreement”
beginning on page 157 of this proxy statement.

Catalyst stockholders may not realize a benefit from the Contributions commensurate with the
ownership dilution they will experience in connection with the Contributions.

Catalyst stockholders will experience substantial dilution of their ownership interests in connection with the
Contributions. Immediately before the Contributions and without giving effect to the conversion of the
Catalyst Convertible Preferred Stock issued pursuant to the F351 Agreement, the Catalyst stockholders as
of immediately prior to the Contributions hold approximately 83.4% of the outstanding shares of capital stock
of Catalyst, GNI Japan owns approximately 2.4% of the outstanding shares of capital stock of Catalyst and
GNI Hong Kong owns approximately 14.2% of the outstanding shares of capital stock of Catalyst.
Immediately after the Contributions, Catalyst stockholders as of immediately prior to the Contributions are
expected to own approximately 2.5% of the outstanding shares of the combined company, assuming
conversion of the Catalyst Convertible Preferred Stock (or approximately 2.0% of the outstanding shares of
the combined company on a fully diluted basis, assuming conversion of the Catalyst Convertible Preferred
Stock and including the outstanding options of Catalyst and the Gyre Options to be granted in respect of the
BC Options). If the combined company is unable to realize the full strategic and financial benefits currently
anticipated from the Contributions, Catalyst stockholders will have experienced substantial dilution of their
ownership interests without receiving any commensurate benefit, or only received part of the commensurate
benefit to the extent the combined company is able to realize only part of the strategic and financial benefits
currently anticipated from the Contributions.

If the Contributions are not completed, Catalyst’s stock price may fluctuate significantly.

The market price of Catalyst's common stock is subject to significant fluctuations. During the 12-month
period ended December 31, 2022, the closing sales price of Catalyst's common stock on The Nasdaq
Capital Market ranged from a high of $1.99 on August 19, 2022 to a low of $0.36 on May 13, 2022. Market
prices for securities of pharmaceutical,
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biotechnology and other life science companies have historically been particularly volatile. In addition, the
market price of Catalyst Common Stock will likely be volatile based on whether stockholders and other
investors believe that Catalyst can complete the Contributions or otherwise raise additional capital to support
Catalyst's operations if the Contributions are not consummated and another strategic transaction cannot be
identified, negotiated and consummated in a timely manner, if at all. Additional factors that may cause the
market price of Catalyst Common Stock to fluctuate include:

¢ changes in the industries in which Catalyst operates;

* material and adverse impacts of public health crises on the markets and the broader global
economy;

« the public’s reaction to Catalyst's press release, its other public announcements and its filings with
the SEC,;

* additions and departures of key personnel;
¢ changes in laws and regulations affecting Catalyst's business;
« commencement of, or involvement in, litigation;

¢ changes in Catalyst's capital structure, such as future issuances of securities or the issuance of
additional debt;

« general economic and political conditions such as recessions, interest rates, fuel prices, foreign
currency fluctuations, international tariffs, social, political and economic risks and acts of war or
terrorism; and

« changes attributable to the public announcement or pendency of the Contributions (including the
impact thereof on relationships with employees and any federal, state, or local government entities).

Moreover, the stock markets in general have experienced substantial volatility that has often been unrelated
to the operating performance of individual companies. These broad market fluctuations may also adversely
affect the trading price of Catalyst Common Stock. 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
such companies.

Failure to effectively retain, attract and motivate key employees could diminish the anticipated
benefits of the Business Combination.

The success of the Business Combination will depend in part on the attraction, retention and motivation of
executive personnel critical to the business and operations of the combined company. Executives may
experience uncertainty about their future roles with Catalyst and BC during the pendency of the Business
Combination or after its completion. In addition, competitors may recruit BC management. If the combined
company following the Business Combination is unable to attract, retain and motivate executive personnel
that are critical to the successful operations of the combined company, the combined company could face
disruptions in its operations, strategic relationships, key information, expertise or know-how and
unanticipated recruitment and onboarding costs. In addition, the loss of key personnel could diminish the
anticipated benefits of the Business Combination.

During the pendency of the Contributions, Catalyst may not be able to enter into a business
combination with another party on more favorable terms because of restrictions in the Business
Combination Agreement, which could adversely affect its business prospects.

Covenants in the Business Combination Agreement impede the ability of Catalyst to make acquisitions
during the pendency of the Contributions, subject to specified exceptions. In addition, while the Business
Combination Agreement is in effect, Catalyst is generally prohibited from soliciting, proposing, seeking or
knowingly encouraging, facilitating or supporting any inquiries, indications of interest, proposals or offers that
constitute or may reasonably be expected to lead to certain transactions involving a third party, including a
merger, sale of assets or other business combination, subject to specified exceptions. Any such transactions
could be favorable to Catalyst's stockholders, but Catalyst may be unable to pursue them. For more
information, see the section entitled “The Business Combination Agreement—Non-Solicitation” beginning on
page 149 of this proxy statement. In addition, if the Business Combination Agreement is terminated under
specified circumstances, Catalyst would be required to pay the Contributors a termination fee of $2.0 million
and reimburse the Contributors for all of their reasonable out-of-pocket fees and expenses up to $2.0 million.
This termination fee and expense reimbursement may discourage third parties from submitting competing
proposals to Catalyst or its stockholders, and may cause the Catalyst board of directors to be less inclined to
recommend a competing proposal.
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Because the lack of a public market for BC’s common shares makes it difficult to evaluate the fair
market value of BC’s common shares, Catalyst may pay more than the fair market value of the
indirect controlling interest in BC and/or GNI USA and the Minority Holders may receive
consideration in the Contributions that is less than the fair market value of their indirect ownership
of BC.

The outstanding common shares of BC are privately held and are not traded in any public market. The lack
of a public market makes it difficult to determine the fair market value of BC's common shares. Because the
percentage of Catalyst equity to be issued to GNI USA and the Minority Holders was determined based on
negotiations between the parties, it is possible that the value of the Catalyst Common Stock to be received
by GNI USA and the Minority Holders will be less than the fair market value of their indirect ownership of BC,
or Catalyst may pay more than the aggregate fair market value for the indirect controlling interest in BC.

The Contributions, taken together, may not qualify as a transaction governed by Section 351(a) of
the Code for U.S. federal income tax purposes, resulting in recognition of taxable gain or loss by GNI
USA.

As described in the section entitled “ The Contributions—Material U.S. Federal Income Tax Consequences of
the Contributions” in this proxy statement, Catalyst, the Contributors and BC intend for the Contributions,
taken together, to qualify as a transaction governed by Section 351(a) of the Code. However, the completion
of the Contributions is not conditioned on the Contributions qualifying for the intended tax treatment or upon
the receipt of an opinion of counsel to that effect. In addition, Catalyst, the Contributors and BC have not
sought and do not intend to seek any opinions of counsel or rulings from the U.S. Internal Revenue Service,
or IRS, regarding the intended tax treatment and, even if opinions of counsel were sought and obtained,
such opinions would not be binding upon the IRS or a court. Consequently, there can be no assurance that
the IRS will not challenge the intended tax treatment of the Contributions and, if challenged, that a court
would not sustain the IRS’ position. In the event that the Contributions do not so qualify, GNI USA generally
would recognize gain or loss upon the contribution of CPI common stock and ordinary shares of Further
Challenger in the Contributions equal to the difference between the fair market value of the shares of
Catalyst Common Stock received in exchange for the CPI common stock and ordinary shares of Further
Challenger in the Contributions and GNI USA's adjusted tax basis in the shares of fair market value of the
shares of CPl common stock and ordinary shares of Further Challenger surrendered. Determining the actual
tax consequences of the Contributions to GNI USA and the other Contributors may be complex and will
depend on the facts of each Contributor's own circumstances. Each Contributor is urged to consult with his,
her or its own tax advisor with respect to the tax consequences of the Contributions.

Foreign subsidiaries may directly become subject to U.S. federal income tax and be subject to a
branch profits tax in the United States, which could reduce Catalyst’s after-tax returns and the value
of Catalyst’s shares.

Catalyst currently intends to conduct substantially all of its businesses and operations in a manner such that
any foreign subsidiaries, including BC and Further Challenger, will not be treated as engaged in a trade or
business in the United States and will not be subject to additional U.S. income tax or branch profits tax.
However, it is not entirely clear when a foreign subsidiary is treated as being engaged in a trade or business
in the United States for U.S. federal income tax purposes. Accordingly, Catalyst cannot assure you that the
IRS will not contend, perhaps successfully, that Catalyst's foreign subsidiaries are engaged in a trade or
business in the United States or are subject to more U.S. income tax than they currently incur. A foreign
corporation deemed to be so engaged would be subject to U.S. federal income tax on its income that is
treated as effectively connected with the conduct of that trade or business, as well as to branch profits tax on
its “dividend equivalent amount,” unless the corporation is entitled to relief under an applicable tax treaty,
which is determined on an annual basis.

The U.S. federal income tax treatment of the CVRs is unclear, and there can be no assurance that the
Internal Revenue Service would not assert, or that a court would not sustain, a position that could
result in adverse U.S. federal income tax consequences to holders of the CVRs.

The U.S. federal income tax treatment of the CVRs is unclear. There is no legal authority directly addressing
the U.S. federal income tax treatment of the receipt of, and payments on, the CVRs, and there can be no
assurance that the IRS would not assert, or that a court would not sustain, a position that could result in
adverse U.S. federal income tax consequences to holders of the CVRs. As discussed in the section entitled
“Agreements Related to the Contributions—CVR Agreement—NMaterial U.S. Federal Income Tax
Consequences of the Receipt of CVRs,” Catalyst will treat the issuance of the CVRs as a distribution of
property with respect to its stock. However, there is no authority directly addressing whether contingent
value rights with characteristics similar to the CVRs should be
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treated as a distribution of property with respect to the corporation’s stock, a distribution of equity, a “debt
instrument” or an “open transaction” for U.S. federal income tax purposes. In addition, although Catalyst will
estimate the value of the CVRs for purposes of reporting the distribution on Form 1099 to Catalyst
stockholders, the value of the CVRs is uncertain, and the IRS or a court could determine that the value of
the CVRs at the time of issuance was higher. In such case, the Catalyst stockholders could be treated as
having additional income or gain upon receipt of the CVRs as described further in the section entitled
“Agreements Related to the Contributions—CVR Agreement—Material U.S. Federal Income Tax
Consequences of the Receipt of CVRs" beginning on page 157 of this proxy statement. Further,
notwithstanding Catalyst’s position that the receipt of CVRs and the proposed reverse stock split are
appropriately treated as separate transactions, it is possible that the IRS or a court could determine that the
Catalyst stockholders’ receipt of the CVRs and the proposed reverse stock split constitute a single
“recapitalization” for U.S. federal income tax purposes. No assurance can be given that the IRS would not
assert, or that a court would not sustain, a position contrary to Catalyst's position, which could result in
adverse U.S. federal income tax consequences to holders of the CVRs. The tax consequences of such
alternative treatments are described below under the section entitled “Agreements Related to the
Contributions—CVR Agreement—Material U.S. Federal Income Tax Consequences of the Receipt of
CVRs,” beginning on page 157 of this proxy statement.

Catalyst may be subject to a new 1% U.S. federal excise tax in connection with the issuance of the
CVRs.

On August 16, 2022, President Biden signed into law the Inflation Reduction Act of 2022 (“IRA”), which,
among other things, imposes a 1% excise tax (the “Excise Tax") on certain repurchases of stock by publicly-
traded domestic corporations. The Excise Tax will apply to repurchases occurring in 2023 and beyond. The
amount of the Excise Tax is generally 1% of the fair market value of the repurchased stock at the time of the
repurchase. The U.S. Department of the Treasury has authority to provide regulations and other guidance to
carry out, and prevent the abuse or avoidance of, the Excise Tax. On December 27, 2022, the U.S.
Department of the Treasury issued Notice 2023-2, which provides interim guidance regarding the application
of the Excise Tax pending forthcoming proposed regulations. Catalyst is in the process of performing an
analysis of the Company's earnings and profits and some or all of the issuance of the CVRs could be treated
as a dividend for U.S. federal income tax purposes if Catalyst determines that it has current or accumulated
earnings and profits. Any portion of the issuance of CVRs that is not treated as a dividend may be subject to
the 1% Excise Tax under the IRA.

The extent of the Excise Tax that Catalyst may incur would depend on a number of factors, including the
extent such issuances could be treated as dividends and not repurchases, fair market value of the Catalyst
Common Stock treated as being redeemed (if any), and the content of any regulations and other guidance
from the U.S. Department of the Treasury that may be issued and applicable to such issuances. In addition,
the amount of Excise Tax imposed with respect to repurchases of stock by a repurchasing corporation may
be reduced by the fair market value of stock issued by the repurchasing corporation during the same taxable
year. Absent the issuance of applicable guidance to the contrary, Catalyst currently expects that this
reduction may be available with respect to the issuance of the Catalyst Common Stock in the Contributions.
It is possible, however, that applicable guidance is issued that would prevent or limit the potential application
of this rule.

The Excise Tax is imposed on the repurchasing corporation itself, not the investors from which shares are
repurchased, and the mechanics of any required payment of the Excise Tax have not yet been determined.
The imposition of the Excise Tax, if any, with respect to the issuance of the CVRs could reduce the amount
of cash available to Catalyst and have a material adverse effect on liquidity and operations.

Risks Related to the Proposed Reverse Stock Split
The reverse stock split may not increase the combined company’s stock price over the long-term.

The principal purpose of the reverse stock split is to increase the per-share market price of Catalyst's
common stock above the minimum bid price requirement under the Nasdaq rules so that the listing of the
combined company and the shares of Catalyst Common Stock being issued in the Contributions on Nasdaq
will be approved. It cannot be assured, however, that the reverse stock split will accomplish this objective for
any meaningful period of time. While it is expected that the reduction in the number of outstanding shares of
common stock will proportionally increase the market price of the combined company’s common stock, it
cannot be assured that the reverse stock split will increase the market price of its common stock by a
multiple of the reverse stock split ratio mutually agreed by Catalyst and BC, or result in any permanent or
sustained increase in the market price of the combined company’s common stock, which is dependent upon
many factors, including the combined company’s business and financial
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performance, general market conditions and prospects for future success. Thus, while the stock price of the
combined company might meet the listing requirements for Nasdaq initially, it cannot be assured that it will
continue to do so.

The reverse stock split may decrease the liquidity of the combined company’s common stock.

Although Catalyst’'s board of directors believes that the anticipated increase in the market price of the
combined company’s common stock resulting from the proposed reverse stock split could encourage
interest in its common stock and possibly promote greater liquidity for its stockholders, such liquidity could
also be adversely affected by the reduced number of shares outstanding after the reverse stock split. The
reduction in the number of outstanding shares may lead to reduced trading and a smaller number of market
makers for the combined company’s common stock. In addition, the reverse stock split may not result in an
increase in the combined company’s stock price necessary to satisfy Nasdaqg’s initial listing requirements for
the combined company.

The reverse stock split may lead to a decrease in the combined company'’s overall market
capitalization.

Should the market price of the combined company’s common stock decline after the reverse stock split, the
percentage decline may be greater, due to the smaller number of shares outstanding, than it would have
been prior to the reverse stock split. A reverse stock split is often viewed negatively by the market and,
consequently, can lead to a decrease in the combined company’s overall market capitalization. If the per
share market price does not increase in proportion to the reverse stock split ratio, then the value of the
combined company, as measured by its stock capitalization, will be reduced. In some cases, the per-share
stock price of companies that have effected reverse stock splits subsequently declined back to pre-reverse
split levels, and accordingly, it cannot be assured that the total market value of the combined company’s
common stock will remain the same after the reverse stock split is effected, or that the reverse stock split will
not have an adverse effect on the combined company’s stock price due to the reduced number of shares
outstanding after the reverse stock split.

Risks if the Adjournment Proposal is Not Approved

If the Adjournment Proposal is not approved, and an insufficient number of votes have been
obtained to authorize the consummation of the Contributions, the Catalyst board of directors will not
have the ability to adjourn the special meeting of stockholders to a later date in order to solicit
further votes, and, therefore, the Contributions will not be approved, and, therefore, the
Contributions may not be consummated.

The Catalyst board of directors is seeking approval to adjourn the special meeting of stockholders to a later
date or dates if, at the special meeting of stockholders, based upon the tabulated votes, there are insufficient
votes to approve each of the Condition Precedent Proposals. If the Adjournment Proposal is not approved,
the Catalyst board of directors will not have the ability to adjourn the extraordinary general meeting to a later
date and, therefore, will not have more time to solicit votes to approve the Condition Precedent Proposals. In
such events, the Contributions would not be completed.

Risks Related to Catalyst

As described below, if the Contributions are not completed, Catalyst will reconsider its strategic alternatives,
including dissolving and liquidating its assets, pursuing another strategic transaction, or operating its
business. If the Contributions are not completed, Catalyst will face various risks related to its financial
condition and need for capital; its ability to execute on alternative strategies; discovery, development and
commercialization of its product candidates; its intellectual property; regulatory and compliance matters; and
its status as a public company, all as further discussed in the Risk Factors, including this subsection entitled
“—Risks Related to Catalyst.”

” o

Unless the context otherwise requires, references to “we,” “us” and “our” in this subsection “—Risks Related
to Catalyst” generally refer to Catalyst in the present tense and the post-combination Company from and
after the Contributions.

Risks Related to Catalyst’s Financial Condition and Capital Requirements

Catalyst has incurred significant losses since its inception and is expected to continue to incur
significant losses for the foreseeable future.

Catalyst is a preclinical-stage biotechnology company and has not yet generated significant revenues.
Catalyst has incurred net losses in each year since its inception in August 2002, including net losses of
$8.2 million and $87.9 million for the years ended December 31, 2022 and 2021, respectively. As of
December 31, 2022 and March 31, 2023, Catalyst had an accumulated deficit of $410.9 million and $410.7
million, respectively.
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Even after the F351 Acquisition, Catalyst is still in the early stages of development of its product candidates,
and has no products approved for commercial sale. To date, Catalyst has financed its operations primarily
through issuances of shares of common stock, from private placements of convertible preferred stock, and
from payments under collaboration agreements.

Catalyst has devoted most of its financial resources to research and development, including its preclinical
and clinical development activities. If the Contributions are not consummated, Catalyst expects to continue
to incur significant expenses and operating losses over the next several years as it continues the
development of its complement product candidates. Catalyst's operating losses may fluctuate significantly
from quarter to quarter and year to year. Catalyst is expected to continue to incur significant expenses and
operating losses for at least the next several years as it:

¢ continues clinical development of Hydronidone;
«  further develops the manufacturing process for its product candidates;
«  attracts, hires and retains skilled personnel;

* seeks regulatory and marketing approvals for any of its product candidates that successfully
complete clinical studies;

e acquires or in-licenses other product candidates and technologies;
¢ maintains, protects and expands its intellectual property portfolio;

e creates additional infrastructure to support operations as a public company and its product
development and planned future commercialization efforts; and

«  experiences any delays or other issues with any of the above.

To become and remain profitable, Catalyst must succeed in developing and eventually commercializing
products that generate significant revenue. This will require Catalyst to be successful in a range of
challenging activities, including completing preclinical testing and clinical trials of product candidates,
obtaining regulatory approval for these product candidates and manufacturing, marketing and selling any
products for which regulatory approval is obtained. Catalyst is only in the preliminary stages of most of these
activities. Catalyst may never succeed in these activities and, even if it does, it may never generate revenues
that are significant enough to achieve profitability.

Because of the numerous risks and uncertainties associated with pharmaceutical product development,
Catalyst is unable to accurately predict the timing or amount of increased expenses or when, or if, Catalyst
will be able to achieve profitability. Even if Catalyst does achieve profitability, Catalyst may not be able to
sustain or increase profitability on a quarterly or annual basis. Failure to become and remain profitable would
depress the value of Catalyst's common stock and could impair Catalyst's ability to raise capital, expand its
business, maintain research and development efforts, diversify product offerings or even continue
operations. A decline in the value of Catalyst's common stock could also cause you to lose all or part of your
investment.

If the Contributions are not completed, Catalyst will reconsider its strategic alternatives, including dissolving
and liquidating its assets, pursuing another strategic transaction, or operating its business. Catalyst's future
capital requirements depend on many factors, and adequate additional financing may not be available to it
on acceptable terms, or at all.

Catalyst expects to devote significant time and resources to the completion of the Contributions. However,
there can be no assurances that such activities will result in the completion of the Contributions. If the
Contributions are not completed, Catalyst will reconsider its strategic alternatives. Catalyst considers one of
the following courses of action to be the most likely alternatives if the Contributions are not completed:

Dissolve and liquidate its assets . If, for any reason, the Contributions do not close, Catalyst's board of
directors may conclude that it is in the best interest of stockholders to dissolve the company and
liquidate its assets. In that event, Catalyst would be required to pay all of its debts and contractual
obligations, and to set aside certain reserves for potential future claims. There would be no assurances
as to the amount or timing of available cash remaining to distribute to stockholders after paying
Catalyst's obligations and setting aside funds for reserves.

Pursue another strategic transaction. Catalyst may resume the process of evaluating a potential
strategic transaction in order to attempt another strategic transaction like the Contributions.
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Operate its business. Catalyst's board of directors may elect to seek new product candidates for
development.

Raise additional capital. Catalyst may raise additional capital to fund its development of Hydronidone,
which may be dilutive to Catalyst stockholders. For details regarding the risks related to raising
additional capital, see the Risk Factor entitled “— Catalyst will need additional capital to continue product
development and may not be able to do so. If Catalyst is unable to raise sufficient capital, it will be
forced to delay, reduce or eliminate product development programs.”

If Catalyst's board of directors elects to seek new product candidates for development, Catalyst expects that
it would incur significant research and development expenses. If Catalyst is unable to raise capital when
needed or on attractive terms, it would be forced to delay, reduce or eliminate any such future research and
development programs or commercialization efforts and/or Catalyst could be forced to revise or abandon its
current business strategy.

Catalyst will need additional capital to continue product development and may not be able to do so.
If Catalyst is unable to raise sufficient capital, it will be forced to delay, reduce or eliminate product
development programs.

Developing pharmaceutical products, including conducting preclinical studies and clinical trials, is expensive.
If Catalyst continues with preclinical and clinical development activities, it will continue to incur expenses
related to the preclinical and clinical development of its complement product candidates. Catalyst believes
that its available cash and cash equivalents will be sufficient to fund its operations for 12 months from the
filing of this proxy statement, assuming Catalyst's stockholders approve the conversion of Catalyst
Convertible Preferred Stock. However, Catalyst expects to need to raise substantial additional capital to
continue the clinical development of Hydronidone and depending on the availability of capital, may need to
delay or cease development of some or all of its product candidates. Even if Catalyst raises additional
capital, it may elect to focus its efforts on one or more development programs and delay or cease other
development programs.

Until Catalyst can generate sufficient revenue from its product candidates, if ever, it expects to finance future
cash needs through public or private equity offerings, debt financings, corporate collaborations and/or
licensing arrangements. Additional funds may not be available when Catalyst needs them on terms that are
acceptable, or at all. If adequate funds are not available, Catalyst may be required to delay, reduce the scope
of or eliminate some or all of its research or development programs.

Because successful development of its product candidates is uncertain, Catalyst is unable to estimate the
actual funds required to complete research and development and commercialize its products under
development. Catalyst’s future funding requirements, both near and long-term, will depend on many factors,
including, but not limited to:

¢ the costs and results of preclinical studies or clinical trials of Hydronidone or its other complement
product candidates, and expenses related to potential clinical development of such candidates;

« the number and characteristics of product candidates that it pursues;
« the costs it incurs related to the sale of its legacy assets or claims;

« the terms and timing of any future collaboration, licensing or other arrangements that Catalyst may
establish;

* its headcount and costs associated with hiring or retaining personnel;
¢ the outcome, timing and cost of regulatory approvals;

« the cost of obtaining, maintaining, defending and enforcing intellectual property rights, including
patent rights;

« the effect of competing technological and market developments;
¢ the cost and timing of completing outsourced manufacturing activities;
* market acceptance of any product candidates for which Catalyst may receive regulatory approval;

¢ the cost of establishing sales, marketing and distribution capabilities for any product candidates for
which Catalyst may receive regulatory approval;

¢ the costs of continuing to operate its business, including costs associated with being a public
company; and

« the extent to which Catalyst acquires, licenses or invests in businesses, products or technologies.
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If the Contributions are not consummated, Catalyst will require additional capital to achieve its business
objectives. Additional funds may not be available on a timely basis, on favorable terms or at all, and such
funds, if raised, may not be sufficient to enable it to continue to implement Catalyst's long-term business
strategy. Any additional fundraising efforts may divert its management from their day-to-day activities, which
may adversely affect its ability to develop and commercialize its product candidates. Further, its ability to
raise additional capital may be adversely impacted by potential worsening global economic conditions and
the recent disruptions to and volatility in the credit and financial markets in the United States and worldwide
resulting from the ongoing COVID-19 pandemic or the conflict between Russia and Ukraine. If Catalyst is
unable to raise sufficient additional capital, it could be forced to curtail its planned operations and the pursuit
of its strategy.

Based on Catalyst's public float, as of the date of Catalyst's Form 10-K for the year ended December 31,
2022 filed with the SEC on March 30, 2023, Catalyst is only permitted to utilize a “shelf’ registration
statement on Form S-3, including the registration statement under which its Equity Distribution Agreement
with Piper Sandler & Co. is operated, subject to Instruction 1.B.6 to Form S-3, which is referred to as the
“baby shelf” rule. For so long as Catalyst's public float is less than $75 million, it may not sell more than the
equivalent of one-third of its public float during any 12 consecutive months pursuant to the baby shelf rules.
Although alternative public and private transaction structures may be available, these may require additional
time and cost, may impose operational restrictions on Catalyst, and may not be available on attractive terms.

As discussed above, if the Contributions are not completed, Catalyst will reconsider its strategic alternatives,
including dissolving and liquidating its assets, pursuing another strategic transaction, or operating its
business. If Catalyst's board of directors elects to seek product candidates for development, Catalyst will
face the risks related to discovery, development and commercialization of its product candidates set forth in
this section, in addition to other risks described in this Risk Factors section.

Raising additional funds by issuing securities or through licensing arrangements may cause dilution
to stockholders, restrict Catalyst’s operations or require Catalyst to relinquish proprietary rights.

To the extent that Catalyst raises additional capital through the sale of equity or convertible debt securities,
stockholders will be diluted, and the terms of these new securities may include liquidation or other
preferences that adversely affect the rights of common stockholders. Catalyst currently has in place an
Equity Distribution Agreement with Piper Sandler & Co. that permits it, subject to applicable SEC regulations,
to issue up to $50.0 million worth of shares of its common stock in “at the market” transactions at prevailing
market prices.

Debt financing, if available at all, may involve agreements that include covenants limiting or restricting its
ability to take specific actions, such as incurring additional debt, making capital expenditures or declaring
dividends. If Catalyst raises additional funds through collaborations, strategic alliances or licensing
arrangements with third parties, Catalyst may have to relinquish valuable rights to its technologies, product
candidates or future revenue streams or grant licenses on terms that are not favorable to Catalyst. Catalyst
may also seek to access the public or private capital markets whenever conditions are favorable, even if it
does not have an immediate need for additional capital at that time. There can be no assurance that
Catalyst will be able to obtain additional funding if, and when necessary. If Catalyst is unable to obtain
adequate financing on a timely basis, Catalyst could be required to delay, curtail or eliminate one or more, or
all, of its development programs or grant rights to develop and market product candidates that Catalyst
would otherwise prefer to develop and market ourselves.

Catalyst currently has an effective registration statement on Form S-3 that allows Catalyst to offer up to
$150.0 million of securities in one or more offerings, subject to limitations under applicable SEC rules,
including up to $50.0 million of common stock issuable under its Equity Distribution Agreement with Piper
Sandler & Co. Any additional sales in the public market of its common stock or other securities under these
shelf registration statements could adversely affect prevailing market prices for its common stock.

SEC regulations limit the amount of funds Catalyst can raise during any 12-month period pursuant to
its shelf registration statement on Form S-3.

SEC regulations limit the amount that companies with a public float of less than $75 million may raise during
any 12-month period pursuant to a shelf registration statement on Form S-3, referred to as the “baby shelf”
rules. Since the filing of Catalyst's Annual Report on Form 10-K for the year ended December 31, 2022 filed
with the SEC on March 30, 2023, Catalyst has been subject to such rules. Under these regulations, the
amount of funds Catalyst can raise through primary public offerings of securities in any 12-month period
using its registration statement on
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Form S-3, including the registration statement under which its Equity Distribution Agreement with Piper
Sandler & Co is operated, is limited to one-third of the aggregate market value of the shares of its common
stock held by non-affiliates of the company. Therefore, Catalyst will be limited in the amount of proceeds it is
able to raise by selling shares of its common stock using its Form S-3 until such time as its public float
exceeds $75 million. Furthermore, if Catalyst is required to file a new registration statement on another form,
it may incur additional costs and be subject to delays due to review by the SEC staff.

Risks Related to Catalyst’s Business Operations and Product Candidates

Catalyst has no history of obtaining regulatory approval or commercialization of pharmaceutical
products, and it may be unable to do so for any product candidates Catalyst acquires or develops,
including Hydronidone, which may make it difficult to evaluate Catalyst’s prospects.

Catalyst began operations in August 2002. Catalyst’s operations to date have been limited to financing and
staffing Catalyst, developing its technology and product candidates, establishing collaborations and
conducting Phase 2 clinical trials on small numbers of patients. Catalyst has not yet demonstrated an ability
to successfully conduct a Phase 3 clinical trial, obtain marketing approvals, manufacture a product at
commercial scale repeatedly, or arrange for a third party to do so on its behalf, or conduct sales and
marketing activities necessary for successful product commercialization. Consequently, predictions about
Catalyst's future product development timelines, clinical trial plans, expenses, success or viability may not
be as accurate as they could be if Catalyst had a longer operating history or a history of successfully
developing and commercializing pharmaceutical products.

If Catalyst is required to conduct additional preclinical studies or clinical trials of Hydronidone beyond those
that Catalyst currently contemplates, if Catalyst is unable to successfully complete clinical trials of
Hydronidone or other testing, or if the results of these trials or tests are not positive or are only modestly
positive or if there are safety concerns, Catalyst may:

« be delayed in obtaining regulatory approval from the FDA, EMA or other regulatory authorities for
Hydronidone;

e not obtain regulatory approval at all and lose its ability to further develop and commercialize
Hydronidone;

«  obtain regulatory approval for indications or patient populations that are not as broad as intended or
desired;

« continue to be subject to post-marketing testing requirements from the FDA, EMA or other
regulatory authorities; or

«  experience having the product removed from the market after obtaining regulatory approval.

Catalyst is substantially dependent on the success of its lead product candidate, Hydronidone, and
its future clinical trials may not be successful.

Catalyst's future success is substantially dependent on its ability to timely obtain marketing approval for, and
then successfully commercialize, Hydronidone, Catalyst’'s lead product candidate. Catalyst expects to invest
a majority of its efforts and financial resources into the research and development of Hydronidone. Catalyst
is planning to initiate a Phase 2a, Proof-of-Concept (“PoC”) clinical trial in late 2023 to evaluate the safety,
tolerability, PK, and PD of Hydronidone for patients with advanced liver fibrosis associated with noncirrhotic
NASH. The FDA has provided pre-IND advice on the design of the planned Phase 2a trial of Hydronidone
and provided clear guidance on the requirements for the IND filing. If Catalyst observes positive trends in
the Phase 2a trial of Hydronidone, it expects to initiate a Phase 2 trial of Hydronidone.

Hydronidone will require additional clinical development, evaluation of clinical, preclinical and manufacturing
activities, marketing approval in multiple jurisdictions, substantial investment and significant marketing efforts
before Catalyst generates any revenues from product sales. Catalyst is not permitted to market or promote
Hydronidone, or any other product candidates, before Catalyst receives marketing approval from the FDA
and comparable foreign regulatory authorities, and Catalyst may never receive such marketing approvals.

The success of Hydronidone will depend on a variety of factors. Catalyst does not have complete control
over many of these factors, including certain aspects of clinical development and the regulatory submission
process, potential threats to Catalyst's intellectual property rights and the manufacturing, marketing,
distribution and sales efforts of any future collaborator. Accordingly, Catalyst cannot assure you that it will
ever be able to generate revenue through the
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sale of Hydronidone, even if approved. If Catalyst is not successful in commercializing Hydronidone, or is
significantly delayed in doing so, Catalyst's business will be materially harmed.

If Catalyst experiences delays or difficulties in the commencement of clinical trials or patient
enrollment in clinical trials, its regulatory approvals could be delayed or prevented.

Catalyst or its collaborators may not be able to initiate or continue clinical trials for its product candidates if
Catalyst is unable to locate, enroll and maintain enrollment of a sufficient number of eligible patients to
participate in these trials as required by the FDA or similar regulatory authorities outside the United States.
Furthermore, there are inherent difficulties in enrolling NASH patients, which can currently only be
definitively diagnosed through a liver biopsy. Specifically, identifying patients most likely to meet NASH
enrollment criteria on biopsy is an on-going challenge, with existing clinical indicators lacking both sensitivity
and specificity. As a result, NASH trials often suffer from high levels of screen failure following central review
of the baseline liver biopsy, which can lead to lower enroliment. As a result of such difficulties and the
significant competition for recruiting NASH patients in clinical trials, Catalyst or its future collaborators may
be unable to enroll the patients Catalyst needs to complete clinical trials on a timely basis, or at all. In
addition, Catalyst's competitors, some of whom have significantly greater resources than Catalyst does, are
conducting clinical trials for the same indications and seek to enroll patients in their studies that may
otherwise be eligible for Catalyst's clinical studies or trials. Since the number of qualified clinical
investigators is limited, Catalyst expects to conduct some of its clinical trials at the same clinical trial sites
that some of Catalyst's competitors use, which could further reduce the number of patients who are available
for Catalyst's clinical trials in these sites. The availability of other approved products and other products in
clinical trials have and may limit the number of patients willing to participate in Catalyst's clinical trials.

Patient enroliment is affected by other factors including:
¢ the severity of the disease under investigation;
« the eligibility criteria for the study in question;
« the perceived risks and benefits of the product candidate under study;
« the efforts to facilitate timely enroliment in clinical trials;
¢ clinical trials of other product candidates in the same indication;
« laboratory testing and turnaround time for samples needed for eligibility assessments;
¢ the patient referral practices of physicians;
« the ability to monitor patients adequately during and after treatment; and
« the proximity and availability of clinical trial sites for prospective patients.

Catalyst's inability to enroll a sufficient number of patients for its clinical trials will result in significant delays
and could require Catalyst to abandon one or more clinical trials altogether. Enroliment delays in clinical
trials conducted by Catalyst may also result in increased development costs for its product candidates,
which would cause the value of Catalyst to decline and limit its ability to obtain additional financing.

Geopolitical events and global economic conditions, public health crises such as COVID-19, and the
conflict between Russia and Ukraine may impact Catalyst’s third-party supply of the raw materials
and components needed for its product candidates which increases the risk that Catalyst will not
have sufficient quantities of such product candidates or products or such quantities at an
acceptable cost, which delay, prevent or impair its development efforts.

If supplies of the raw materials for its product candidates are significantly delayed, or if the third parties that
Catalyst engages to supply any materials or to manufacture any products for its preclinical tests and clinical
trials should cease to continue to do so for any reason, including due to the effects of global economic
conditions, including inflation and rising interest rates, public health crises such as the COVID-19 pandemic,
and the conflict between Russia and Ukraine, Catalyst likely would experience delays in advancing these
tests and trials while Catalyst identifies and qualifies replacement suppliers or manufacturers and Catalyst
may be unable to obtain replacement supplies on terms that are favorable to Catalyst. In addition, if Catalyst
is not able to obtain adequate supplies of its product candidates or the substances used to manufacture
them, it will be more difficult for Catalyst to develop its product candidates and compete effectively.
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Catalyst's current and anticipated dependence upon third-party suppliers may adversely affect its ability to
develop product candidates and could delay its clinical trials and development programs, and otherwise
harm its operations and financial condition and increase its costs and expenses.

Risks Related to the Discovery, Development and Commercialization of Catalyst’s Product
Candidates

Catalyst may expend its limited resources to pursue a particular product candidate or indication and
fail to capitalize on product candidates or indications that may be more profitable or for which there
is a greater likelihood of success.

Because Catalyst has limited financial and management resources, Catalyst must focus on development
programs and product candidates that Catalyst identifies for specific indications. As such, Catalyst is
currently primarily focused on the development of Hydronidone. As a result, Catalyst may forego or delay
pursuit of opportunities with other product candidates or for other indications for these product candidates
that later prove to have greater commercial potential. Catalyst’s resource allocation decisions may cause
Catalyst to fail to capitalize on viable commercial products or profitable market opportunities. Catalyst's
spending on current and future development programs and product candidates for specific indications may
not yield any commercially viable products. If Catalyst does not accurately evaluate the commercial potential
or target market for a particular product candidate, Catalyst may relinquish valuable rights to that product
candidate through collaboration, licensing or other royalty arrangements in cases in which it would have
been more advantageous for Catalyst to retain sole development and commercialization rights to such
product candidate.

Catalyst may not be successful in its efforts to build a pipeline of additional product candidates.

Catalyst may not be able to continue to identify and develop new product candidates in addition to its current
pipeline. Even if Catalyst is successful in continuing to build its pipeline, the potential product candidates that
Catalyst identifies may not be suitable for clinical development. For example, product candidates may be
shown to have harmful side effects or other characteristics that indicate that they are unlikely to be
successfully developed, much less receive marketing approval and achieve market acceptance. If Catalyst
does not successfully develop and commercialize product candidates based upon its approach, Catalyst will
not be able to obtain product revenue in future periods, which likely would result in significant harm to its
financial position and adversely affect its stock price. Clinical drug development involves a lengthy and
expensive process with an uncertain outcome.

Results from preclinical or early stage clinical trials, including the results of BC’s preclinical testing
and early clinical trials of Hydronidone, may not be confirmed in later trials or be predictive of the
success of later clinical trials, including the results of Hydronidone’s later clinical trials.

The outcome of preclinical studies and early clinical trials may not be predictive of the success of late-stage
clinical trials. Trials of Catalyst's product candidates in larger numbers of patients may not have similar
efficacy results and could result in adverse effects that were not observed in the earlier trials with smaller
numbers of patients.

Catalyst will be required to demonstrate substantial evidence through well-controlled clinical trials that
Catalyst's Hydronidone is safe and effective before Catalyst can seek marketing approvals for
Hydronidone’s commercial sale. Demonstrations of efficacy or an acceptable safety profile in BC's prior
preclinical studies does not mean that future clinical trials will yield the same results. For instance, Catalyst
does not know whether Hydronidone will perform in future clinical trials as Hydronidone has performed in
preclinical studies and early clinical trials conducted by BC, and, despite Hydronidone’s Phase 1 trial in the
United States demonstrating tolerability and PK and BC’s Phase 2 clinical trial in the PRC demonstrating
results in the reversal of HBV-associated fibrosis, to date, there is no effective clinical therapy for liver
fibrosis, and no specific therapeutic drugs have been approved worldwide. Product candidates, including
Hydronidone, may fail to demonstrate in later-stage clinical trials sufficient safety and efficacy to the
satisfaction of the FDA and other comparable foreign regulatory authorities despite having progressed
through preclinical studies and earlier stage clinical trials. Regulatory authorities may also limit the scope of
later-stage trials until Catalyst has demonstrated satisfactory safety or efficacy results in earlier-stage trials.
In particular, in late 2023, we plan to initiate a Phase 2a PoC clinical trial to evaluate the safety, tolerability,
PK, and initial efficacy of Hydronidone in patients with advanced liver fibrosis associated with noncirrhotic
NASH. The FDA has reviewed the planned Phase 2a trial of Hydronidone and provided clear guidance on
the design and trial assessment as well as requirements for the IND filing. If Catalyst observes positive
trends in the Phase 2a trial of Hydronidone, it expects to initiate a larger Phase 2 trial in Hydronidone.
Although data from liver fibrosis associated with chronic hepatitis B (“CHB”) patients in BC's Phase 2 clinical
trial in the PRC demonstrated Hydronidone has the potential to improve
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liver fibrosis, the efficacy of the Hydronidone in prior preclinical studies in a NASH model does not mean that
future clinical trials will yield the same results. In addition to the pre-IND guidance provided, at the time of
review of the IND application, the FDA may require additional investigations (nonclinical) and analyses (both
nonclinical and clinical, including the analysis of the supportive clinical trials conducted in the PRC) before it
accepts the IND file to ensure that there is sufficient and adequate information on the risks to human
subjects. Such additional requests may delay the timelines for the IND filing and initiation of the planned
Phase 2a trial in NASH fibrosis. Furthermore, if the FDA believes that additional data is necessary to
supplement Catalyst’s clinical study data and Phase 2a clinical trial data, then the FDA may require Catalyst
to conduct additional trials before expanding into a broader Phase 2 clinical trial. There is no guarantee that
the FDA and other comparable foreign regulatory authorities will consider the data that is expected to be
obtained in the planned Phase 2a trial in the United States sufficient to allow Catalyst to expand the
development of Hydronidone in a larger Phase 2 or confirmatory Phase 3 clinical trial. Even if Catalyst is
able to initiate Catalyst's planned clinical trials on schedule, there is no guarantee that Catalyst will be able
to complete such trials on the timelines Catalyst anticipates or that such trials will produce positive results.
Any limitation on Catalyst’s ability to conduct clinical trials could delay or prevent regulatory approval or limit
the size of the patient population to which Catalyst may market Catalyst's product candidates, if approved.

Many companies in the pharmaceutical and biotechnology industries have suffered significant setbacks in
late-stage NASH clinical trials after achieving positive results in earlier development, and Catalyst may face
similar setbacks. The likelihood of obtaining regulatory approval can only be determined from data obtained
in clinical trials and the totality of evidence on the efficacy and safety of a product. Many companies that
believed their product candidates performed satisfactorily in preclinical studies and early clinical trials have
nonetheless failed to obtain marketing approval for the product candidates. Even if Catalyst believes that the
results of clinical trials for its product candidates warrant marketing approval, the FDA or comparable foreign
regulatory authorities may disagree and may not grant marketing approval of its product candidates without
conducting additional studies.

In some instances, there can be significant variability in safety or efficacy results between different clinical
trials of the same product candidate due to numerous factors, including changes in trial procedures set forth
in protocols, differences in the size and type of the patient populations, changes in and adherence to the
dosing regimen and other clinical trial protocols and the rate of dropout among clinical trial participants. Any
Phase 2, Phase 3 or other clinical trials that Catalyst may conduct may not demonstrate the efficacy and
safety necessary to obtain regulatory approval to market its product candidates.

Preliminary, “top-line” or interim data from Catalyst’s clinical trials that it announces or publishes
from time to time may change as more patient data become available and are subject to audit and
verification procedures.

From time to time, Catalyst may publicly disclose preliminary or top-line data from Catalyst’s clinical trials,
which are based on a preliminary analysis of then-available data, and the results and related findings and
conclusions are subject to change following a more comprehensive review of the data. Catalyst also makes
assumptions, estimations, calculations and conclusions as part of Catalyst’s analyses of these data without
the opportunity to fully and carefully evaluate complete data. As a result, the preliminary or top-line results
that Catalyst reports may differ from future results of the same studies, or different conclusions or
considerations may qualify such results, once additional data have been received and fully evaluated or
subsequently made subject to audit and verification procedures.

Any preliminary or top-line data should be viewed with caution until the final data are available. From time to
time, Catalyst may also disclose interim data from Catalyst's preclinical studies and clinical trials. Interim
data are subject to the risk that one or more of the clinical outcomes may materially change as patient
enrolliment continues and more patient data become available or as patients from Catalyst’s clinical trials
continue other treatments. Further, others, including regulatory agencies, may not accept or agree with
Catalyst's assumptions, estimates, calculations, conclusions or analyses or may interpret or weigh the
importance of data differently, which could impact the value of the particular program, the approvability or
commercialization of the particular product candidate and Catalyst's company in general. In addition, the
information Catalyst chooses to publicly disclose regarding a particular preclinical study or clinical trial is
based on what is typically extensive information, and you or others may not agree with what Catalyst
determines is material or otherwise appropriate information to include in Catalyst's disclosure. If the
preliminary, top-line or interim data that Catalyst reports differ from actual results, or if others, including
regulatory authorities, disagree with the conclusions reached, Catalyst's ability to obtain approval for, and
commercialize, Catalyst's product candidates may be harmed, which could harm Catalyst's business,
operating results, prospects or financial condition.
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A variety of risks associated with marketing Catalyst’s product candidates internationally may
materially adversely affect Catalyst’s business.

Catalyst may also plan to eventually seek regulatory approval of Catalyst’'s Hydronidone outside of the United
States and, accordingly, Catalyst expects that it will be subject to additional risks related to operating in
foreign countries if Catalyst obtains the necessary approvals, including differing regulatory requirements in
foreign countries. Risks associated with international operations may materially adversely affect Catalyst's
business, financial condition and results of operations.

Catalyst’'s product candidates, including Hydronidone, may cause significant adverse events,
toxicities or other undesirable side effects that may result in a safety profile that could prevent
regulatory approval, marketing approval or market acceptance, or limit their commercial potential.

If Catalyst's product candidates, including Hydronidone, are associated with undesirable side effects or have
unexpected characteristics in preclinical studies or clinical trials when used alone or in combination with
other approved products or INDs, Catalyst may need to interrupt, delay or abandon their development or
limit development to more narrow uses or subpopulations in which the undesirable side effects or other
characteristics are less prevalent, less severe or more acceptable from a risk-benefit perspective.
Treatment-related side effects could also affect patient recruitment or the ability of enrolled patients to
complete the trial or result in potential product liability claims. Any of these occurrences may prevent
Catalyst from achieving or maintaining market acceptance of the affected product candidate and may
adversely affect Catalyst's business, financial condition and prospects significantly.

In general, the anticipated clinical trials of Hydronidone will include patients with advanced liver fibrosis who
are at risk of further progression to cirrhosis and deterioration, but are not critically ill. A certain percentage of
patients with HBV-induced liver fibrosis treated with Hydronidone have experienced adverse events,
including gastrointestinal diseases, ear and labyrinth diseases, systemic diseases, metabolic and nutritional
diseases, skin and subcutaneous tissue diseases, heart organ diseases, and hepatobiliary system diseases.
However, the risk/benefit of Hydronidone in NASH may differ from that shown in HBV liver fibrosis patients
and there is always a risk that the severity and frequency of the adverse events may worsen. See the
section entitled “Catalyst’'s Business—Hydronidone Overview.”

Adverse events or deaths in clinical trials involving Catalyst's product candidates, even if not ultimately
attributable to Catalyst's product or product candidates, could result in increased government regulation,
unfavorable public perception and publicity, potential regulatory delays in the testing or licensing of
Catalyst's product candidates, stricter labeling requirements for those product candidates that are licensed
and a decrease in demand for any such product candidates.

Additionally, if one or more of Catalyst's product candidates receives marketing approval and Catalyst or
others later identify undesirable side effects or adverse events caused by such products, a number of
potentially significant negative consequences could result. For example, regulatory authorities may suspend,
limit or withdraw approvals of such product or seek an injunction against its manufacture or distribution,
require additional warnings on the label, including “boxed” warnings, or issue safety alerts, require press
releases or other communications containing warnings or other safety information about the product, require
Catalyst to change the way the product is administered or conduct additional clinical trials or post-approval
studies, require Catalyst to create a risk evaluation and mitigation strategy (“‘REMS”) which could include a
medication guide outlining the risks of such side effects for distribution to patients, impose fines, injunctions
or criminal penalties. Catalyst could also be sued and held liable for harm caused to patients, and Catalyst's
reputation may suffer. Any of these events could prevent Catalyst from achieving or maintaining market
acceptance of the particular product candidate, if approved, and could seriously harm Catalyst's business.

Breakthrough Therapy designation by the FDA for any product candidate may not lead to a faster
development or regulatory review or approval process, and it does not increase the likelihood that
the product candidate will receive marketing approval.

Hydronidone was granted a Breakthrough Therapy designation by the PRC’s National Medical Products
Administration’s (‘NMPA”") Center for Drug Evaluation (“CDE”) in March 2021 and the patient enroliment for
its Phase 3 clinical trial was commenced in January 2022. However, Hydronidone’s Breakthrough Therapy
designation does not increase the likelihood that Hydronidone will ultimately receive approval from the
NMPA or other comparable regulatory authority. Catalyst may, in the future, apply for Breakthrough Therapy
designation in the
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United States, or the equivalent thereof in other foreign jurisdictions (where available), for its product
candidates, depending on robustness of the clinical benefit in clinical trials. A Breakthrough Therapy is
defined as a product candidate that is intended, alone or in combination with one or more other drugs, to
treat a serious or life-threatening disease or condition, and preliminary clinical evidence indicates that the
product candidate may demonstrate substantial improvement over existing therapies on one or more
clinically significant endpoints, such as substantial treatment effects observed early in clinical development.
For product candidates that have been designated as breakthrough therapies, interaction and
communication between the FDA and the sponsor of the trial can help to identify the most efficient path for
clinical development while minimizing the number of patients placed in ineffective control regimens. Product
candidates designated as breakthrough therapies by the FDA are also eligible for priority review if supported
by clinical data at the time of the submission of the New Drug Application (“NDA”).

Designation as a Breakthrough Therapy is within the discretion of the FDA. Accordingly, even if Catalyst
believes that one of its product candidates meets the criteria for designation as a Breakthrough Therapy, the
FDA may disagree and instead determine not to make such designation. In any event, the receipt of a
Breakthrough Therapy designation for a product candidate may not result in a faster development process,
review or approval compared to product candidates considered for approval under conventional FDA
procedures and it would not assure ultimate approval by the FDA. In addition, even if one or more of its
product candidates qualify as breakthrough therapies, the FDA may later decide that the product candidate
no longer meets the conditions for qualification or it may decide that the time period for FDA review or
approval will not be shortened.

Risks Related to Catalyst’s Reliance on Third Parties

Catalyst expects to seek to establish additional collaborations, and, if Catalyst is not able to
establish them on commercially reasonable terms, Catalyst may have to alter its development and
commercialization plans.

Catalyst's drug development programs and the potential commercialization of its product candidates will
require substantial additional cash to fund expenses. Catalyst has previously relied on collaborators, such as
Biogen, Pfizer and ISU, to contribute to the development of its product candidates. Catalyst may, in the
future, form or seek strategic alliances, create joint ventures or collaborations, or enter into licensing
arrangements with third parties that it believes will complement or augment Catalyst's development and
commercialization efforts with respect to Hydronidone and/or Catalyst more broadly. Any of these
relationships may require Catalyst to increase its near and long-term expenditures, issue securities that
dilute Catalyst's existing stockholders or disrupt its management and business.

Catalyst faces significant competition in seeking appropriate collaborators. Whether Catalyst can reach a
definitive agreement with a collaborator will depend, among other things, upon its assessment of the
collaborator's resources and expertise, the terms and conditions of the proposed collaboration and the
proposed collaborator’s evaluation of a number of factors. Those factors may include the design or results of
preclinical trials, the likelihood of approval by the FDA or comparable foreign regulatory authorities and the
regulatory pathway for any such approval, the potential market for the product candidate, the costs and
complexities of manufacturing and delivering the product to patients and the potential of competing products.
The collaborator may also consider alternative product candidates or technologies for similar indications that
may be available for collaboration and whether such a collaboration could be more attractive than the one
with Catalyst. There can also be no assurance that Catalyst will enter into any collaboration agreements, or
that any such agreements will be on favorable terms.

Collaborations are complex and time consuming to negotiate and document. In addition, there have been a
significant number of recent business combinations among large pharmaceutical companies that have
resulted in a reduced number of potential future collaborators. Catalyst may not be able to negotiate
collaborations on a timely basis, on acceptable terms, or at all. If Catalyst is unable to do so, Catalyst may
have to curtail the development of the product candidate for which Catalyst is seeking to collaborate, reduce
or delay its development program or one or more of its other development programs, delay its potential
commercialization or reduce the scope of any sales or marketing activities, and increase its expenditures
and undertake development or commercialization activities at its own expense. If Catalyst elects to increase
its expenditures to fund development or commercialization activities on its own, Catalyst may need to obtain
additional capital, which may not be available to Catalyst on acceptable terms or at all. If Catalyst does not
have sufficient funds, Catalyst may not be able to further develop its product candidates or bring them to
market and generate product revenue.
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Catalyst contracts with third parties for the manufacture of its product candidates for preclinical
testing and expects to continue to do so for clinical testing and commercialization. This reliance on
third parties increases the risk that Catalyst will not have sufficient quantities or quality of its
product candidates or products or such quantities at an acceptable cost, which could delay, prevent
or impair its development or commercialization efforts.

Catalyst currently has no internal capabilities to manufacture its product candidates for clinical use or for
preclinical trials following good manufacturing practices (“GMP”), or good laboratory practices (“GLP”).
Catalyst expects to rely on one or more third-party contractors to manufacture, package, label and distribute
clinical supplies and commercial quantities of any product candidate that Catalyst commercializes following
approval for marketing by applicable regulatory authorities. Catalyst also expects to rely on one or more
third-party contractors to manufacture its product candidates for use in its clinical trials. Reliance on such
third-party contractors entails risks, including:

¢ the inability to identify and negotiate manufacturing and supply agreements with suitable
manufacturers;

¢ manufacturing delays if its third-party contractors give greater priority to the supply of other products
over its product candidates or otherwise do not satisfactorily perform according to the terms of the
agreements between Catalyst and them;

« the possible termination or nonrenewal of agreements by third-party contractors at a time that is
costly or inconvenient for Catalyst;

« the possible breach by the third-party contractors of its agreements with them;
¢ the failure of third-party contractors to comply with applicable regulatory requirements;

« the possible mislabeling of clinical supplies, potentially resulting in the wrong dose amounts being
supplied or active drug or placebo not being properly identified,;

« the possibility of clinical supplies not being delivered to clinical sites on time, leading to clinical trial
interruptions, or of drug supplies not being distributed to commercial vendors in a timely manner,
resulting in lost sales; and

¢ the possible misappropriation of its proprietary information, including its trade secrets and know-
how.

Catalyst may incur delays in product development resulting from the need to identify or qualify
manufacturers for its product candidates. Catalyst's current and anticipated future dependence upon others
for the manufacture of its product candidates may adversely affect its future profit margins and its ability to
commercialize any products that receive marketing approval on a timely and competitive basis.

Catalyst is subject to many manufacturing risks, any of which could substantially increase its costs
and limit supply of its product candidates and any future products.

To date, Catalyst’'s product candidates have been manufactured by third-party manufacturers solely for
preclinical studies and relatively small clinical trials. The process of manufacturing its complement
associated therapeutic product candidates is complex, highly regulated and subject to several risks,
including:

¢ the manufacturing facilities in which its products are made could be adversely affected by
equipment failures, labor and raw material shortages, financial difficulties of its contract
manufacturers, including as a result of the evolving effects of the COVID-19 pandemic, natural
disasters, power failures, local political unrest and numerous other factors; and

« any adverse developments affecting manufacturing operations or the scale up of manufacturing
operations for its products may result in shipment delays, inventory shortages, lot failures, product
withdrawals or recalls or other interruptions in the supply of its product candidates. Catalyst may
also have to record inventory write-offs and incur other charges and expenses for product
candidates or drug substances that fail to meet specifications, undertake costly remediation efforts
or seek costlier manufacturing alternatives.

Specifically, Catalyst plans to enter into various development, manufacturing and clinical supply services
agreements with third-party manufacturers for drug substance and drug product manufacturing of its product
candidate Hydronidone. If Catalyst’s third-party manufacturers are not able to provide sufficient quantities or
quality of its of product candidates on a timely basis, or at all, whether due to production shortages or other
supply delays or interruptions resulting from the ongoing COVID-19 pandemic or otherwise, its preclinical
trials, clinical trials or regulatory approvals, as applicable, may be delayed. Significant portions of its
research and development resources
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are focused on manufacturing. If any of its third-party manufacturers experiences difficulties in scaling
production or experiences product loss due to contamination, equipment failure, improper installation or
operation of equipment, vendor or operator error or improper storage conditions, the potential trials of the
affected product candidate would be delayed, perhaps substantially, which could materially and adversely
affect its business.

Catalyst has minimal process development capabilities and has access only to external manufacturing
capabilities. Catalyst does not have, and Catalyst does not currently plan to acquire or develop, the facilities
or capabilities to manufacture bulk drug substance or filled drug product for use in clinical trials or
commercialization. Any delay or interruption in the supply of clinical trial material or preclinical trial material
could delay the completion of clinical trials or preclinical trials, increase the costs associated with
maintaining such trial programs and, depending upon the period of delay, require Catalyst to commence new
clinical trials or preclinical trials at additional expense or terminate the trials completely.

Catalyst and its contract manufacturers will be subject to significant regulation with respect to
manufacturing its products. The manufacturing facilities on which Catalyst will rely may not
continue to meet regulatory requirements and have limited capacity.

All entities involved in the preparation of therapeutics for clinical studies or commercial sale, including any
contract manufacturers for its product candidates, are subject to extensive regulation. Components of a
finished therapeutic product approved for commercial sale or used in late-stage clinical studies must be
manufactured in accordance with GMP. These regulations govern manufacturing processes and procedures
(including record keeping) and the implementation and operation of quality systems to control and assure the
quality of investigational products and products approved for sale. Poor control of production processes can
lead to the introduction of adventitious agents or other contaminants, or to inadvertent changes in the
properties or stability of its product candidates that may not be detectable in final product testing. Catalyst or
its contract manufacturers must supply all necessary documentation in support of an NDA on a timely basis
and must adhere to the FDA's GLP and GMP regulations enforced by the FDA through its facilities
inspection program. Catalyst's facilities and quality systems and the facilities and quality systems of some or
all its third-party contractors must pass a pre-approval inspection for compliance with the applicable
regulations as a condition of regulatory approval of its product candidates. In addition, the regulatory
authorities may, at any time, audit or inspect a manufacturing facility involved with the preparation of its
product candidates or the associated quality systems for compliance with the regulations applicable to the
activities being conducted. If these facilities do not pass a pre-approval plant inspection or do not have a
GMP compliance status acceptable for the FDA, FDA approval of the products will not be granted.

The regulatory authorities also may, at any time following approval of a product for sale, audit its
manufacturing facilities or those of its third-party contractors. If any such inspection or audit identifies a
failure to comply with applicable regulations or if a violation of its product specifications or applicable
regulations occurs independent of such an inspection or audit, Catalyst or the relevant regulatory authority
may require remedial measures that may be costly and/or time-consuming for Catalyst or a third-party to
implement and that may include the temporary or permanent suspension of a clinical study or commercial
sales or the temporary or permanent closure of a facility. Any such remedial measures imposed upon
Catalyst or third parties with whom Catalyst contracts could materially harm its business.

If Catalyst or any of its third-party manufacturers fails to maintain regulatory compliance, the FDA can
impose regulatory sanctions including, among other things, refusal to approve a pending application for a
new drug product or biologic product, or revocation of a pre-existing approval. As a result, its business,
financial condition and results of operations may be materially harmed.

Additionally, if supply from one approved manufacturer is interrupted, there could be a significant disruption
in commercial supply. An alternative manufacturer would need to be qualified through a NDA supplement
which could result in further delay. The regulatory agencies may also require additional studies if a new
manufacturer is relied upon for commercial production. Switching manufacturers may involve substantial
costs and is likely to result in a delay in its desired clinical and commercial timelines.

These factors could cause the delay of clinical studies, regulatory submissions, required approvals or
commercialization of its product candidates, cause Catalyst to incur higher costs and prevent Catalyst from
commercializing its products successfully. Furthermore, if its suppliers fail to meet contractual requirements,
and Catalyst is unable to secure one or more replacement suppliers capable of production at a substantially
equivalent cost, its clinical studies may be delayed, or Catalyst could lose potential revenue.
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Catalyst relies on third parties to conduct certain aspects of its preclinical studies and any clinical
trials, and those third parties may not perform satisfactorily, including failing to meet deadlines for
the completion of such tasks or trials.

Catalyst relies on third parties such as contract research organizations (“CROs"), medical institutions and
clinical investigators to conduct certain aspects of preclinical development, including assay development and
testing, and to enroll qualified patients and conduct, supervise and monitor clinical trials. Catalyst's reliance
on these third parties for preclinical and clinical development activities reduces its control over these
activities. Catalyst's reliance on these third parties, however, will not relieve Catalyst of its regulatory
responsibilities, including ensuring that its clinical studies are conducted in accordance with good clinical
practices, and the investigational plan and protocols contained in the relevant regulatory application, such as
an investigational new drug application (“IND”). In addition, the CROs with whom Catalyst contracts may not
complete activities on schedule or may not conduct its preclinical studies or clinical studies in accordance
with regulatory requirements or its clinical study design. If these third parties do not successfully carry out
their contractual duties or meet expected deadlines, its efforts to complete development and obtain
regulatory approvals for, and to commercialize, its product candidates may be delayed or prevented.

Risks Related to Employee Matters, Managing Growth and Catalyst’s Business Operations

Catalyst’s future success depends on its ability to retain key executives and to attract, retain and
motivate qualified personnel.

Catalyst's ability to compete in the highly competitive biotechnology and pharmaceutical industries depends
upon its ability to attract and retain highly qualified managerial, scientific and medical personnel. Catalyst is
highly dependent on its executive management and scientific personnel. Catalyst does not maintain “key
man” insurance policies on the lives of these individuals or the lives of any of its other employees. In
addition, Catalyst will need to add personnel to achieve its business objectives. The loss of the services of
any of its executive officers, other key employees, and its inability to find suitable replacements, or its
inability to hire new clinical development and manufacturing personnel, could result in delays in product
development and harm its business.

Catalyst conducts operations at its facility in the San Francisco Bay Area. This region is headquarters to
many other biopharmaceutical companies and many academic and research institutions. Competition for
skilled personnel in its market is intense and may limit its ability to hire and retain highly qualified personnel
on acceptable terms or at all.

To induce valuable employees to remain at Catalyst, in addition to salary and cash incentives, Catalyst has
provided stock options that vest over time. The value to employees of stock options that vest over time may
be significantly affected by movements in Catalyst's stock price that are beyond its control and may at any
time be insufficient to counteract more lucrative offers from other companies. Despite its efforts to retain
valuable employees, members of management and scientific and development teams have terminated and
may terminate their employment with Catalyst on short notice. Catalyst's employees are under at-will
employment arrangements, which means that any of its employees can leave employment with Catalyst at
any time, with or without notice. Failure to retain, replace or recruit personnel could harm its business.

Catalyst’'s employees, principal investigators, consultants and commercial partners may engage in
misconduct or other improper activities, including non-compliance with regulatory standards and
requirements and insider trading.

Catalyst is exposed to the risk of fraud or other misconduct by its employees, principal investigators,
consultants and collaborators. Misconduct by these parties could include intentional failures to comply with
the regulations of the FDA and non-U.S. regulators, to provide accurate information to the FDA and non-U.S.
regulators, to comply with healthcare fraud and abuse laws and regulations in the United States and abroad,
to report financial information or data accurately or to disclose unauthorized activities to Catalyst. In
particular, sales, marketing and business arrangements in the healthcare industry are subject to extensive
laws and regulations intended to prevent fraud, misconduct, kickbacks, self-dealing and other abusive
practices. These laws and regulations may restrict or prohibit a wide range of pricing, discounting, marketing
and promotion, sales commission, customer incentive programs and other business arrangements. Such
misconduct could also involve the improper use of information obtained during clinical studies that could
result in regulatory sanctions and cause serious harm to its reputation. It is not always possible to identify
and deter employee misconduct, and the precautions Catalyst takes to detect and prevent this activity may
not be effective in controlling unknown or unmanaged risks or losses or in protecting Catalyst from
governmental investigations or other actions or lawsuits stemming from a failure to comply with these laws
or
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regulations. If any such actions are instituted against Catalyst and Catalyst is not successful in defending
itself or asserting its rights, those actions could have a significant impact on its business, including the
imposition of significant fines or other sanctions.

Catalyst will continue to incur significant costs as a result of operating as a public company, and its
management is required to devote substantial time to compliance initiatives.

As a public company, Catalyst has and will continue to incur significant legal, accounting and other
expenses , including costs associated with public company reporting and corporate governance
requirements, in order to comply with the rules and regulations imposed by the Sarbanes-Oxley Act and the
Dodd-Frank Wall Street Reform and Consumer Protection, as well as rules implemented by the SEC and
Nasdag. Stockholder activism, the political environment and the current high level of government intervention
and regulatory reform may lead to substantial new regulations and disclosure obligations, which may lead to
additional compliance costs and impact the manner in which Catalyst operates its business in ways that are
not currently anticipated. Its management and other personnel need to devote a substantial amount of time
to these compliance initiatives. In addition, these rules and regulations make it difficult and expensive for
Catalyst to obtain director and officer liability insurance, and Catalyst may be required to incur substantial
costs to maintain its current levels of such coverage. Catalyst expects that it will annually incur significant
expenses to comply with the requirements imposed on Catalyst as a public company.

Risks Related to Catalyst’s Intellectual Property

If Catalyst is unable to obtain, protect or enforce intellectual property rights related to its product
candidates, Catalyst may not be able to compete effectively in its markets.

Catalyst relies upon a combination of patents, trade secret protection and confidentiality agreements to
protect the intellectual property related to its product candidates. The strength of patents in the
biotechnology and pharmaceutical field involves complex legal and scientific questions and can be uncertain.
Third parties may challenge the validity, enforceability or scope of its patents, which may result in those
patents being narrowed or invalidated. The patent applications that Catalyst owns may fail to result in issued
patents with claims that cover its product candidates in the United States or in other foreign countries.
Furthermore, even if they are unchallenged, its patents and patent applications may not adequately protect
its intellectual property, provide exclusivity for its product candidates or prevent others from designing
around its claims. Certain of its patents also cover processes, for which enforcement can be difficult. Any of
these outcomes could impair its ability to prevent competition from third parties that may have an adverse
impact on its business.

If the patents or patent applications Catalyst holds or has in-licensed for its programs or product candidates
are invalidated or fail to issue, if their breadth or strength of protection is threatened, or if they fail to provide
meaningful exclusivity for its product candidates, it could threaten its ability to commercialize future
products. Further, if Catalyst encounters delays in regulatory approvals, the period of time during which
Catalyst could market a product candidate under patent protection could be reduced. In addition, patents
have a limited lifespan. In the United States, the natural expiration of a patent is generally 20 years after it is
filed. Various extensions may be available; however the life of a patent, and the protection it affords, is
limited. Once the patent life has expired for a product, Catalyst may be subject to competition from generic
medications.

In addition to the protection afforded by patents, Catalyst relies on trade secret protection and confidentiality
agreements to protect proprietary know-how that is not patentable or that Catalyst elects not to patent and
other elements of its product candidate discovery and development processes that involve proprietary know-
how, information or technology that is not covered by patents. However, trade secrets can be difficult to
protect. Catalyst seeks to protect its proprietary technology and processes, in part, by entering into
confidentiality agreements with its employees, consultants, scientific advisors and contractors. Catalyst also
seeks to preserve the integrity and confidentiality of its data and trade secrets by maintaining the physical
security of its premises and physical and electronic security of its information technology systems. While
Catalyst has confidence in these individuals, organizations and systems, agreements or security measures
may be breached, and Catalyst may not have adequate remedies for any breach. In addition, its trade
secrets may otherwise become known or be independently discovered by competitors.

Although Catalyst expects all of its employees and consultants to assign their applicable inventions to
Catalyst, and all of its employees, consultants, advisors and any third parties who have access to its
proprietary know-how, information or technology to enter into confidentiality agreements, Catalyst cannot
provide guarantee that all such
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agreements have been duly executed or that its trade secrets and other confidential proprietary information
will not be disclosed or that competitors will not otherwise gain access to its trade secrets or independently
develop substantially equivalent information and techniques. Misappropriation or unauthorized disclosure of
its trade secrets could impair its competitive position and may have a material adverse effect on its business.
Additionally, if the steps taken to maintain its trade secrets are deemed inadequate, Catalyst may have
insufficient recourse against third parties for misappropriating the trade secret. In addition, others may
independently discover its trade secrets and proprietary information.

Further, filing, prosecuting and defending patents on product candidates in all countries throughout the world
would be prohibitively expensive, and Catalyst’s intellectual property rights in some countries outside the
United States are less extensive than those in the United States. In addition, the laws of some foreign
countries do not protect proprietary rights to the same extent or in the same manner as the laws of the
United States. As a result, Catalyst may encounter significant problems in protecting and defending its
intellectual property both in the United States and abroad. If Catalyst is unable to prevent material disclosure
of the non-patented intellectual property related to its technologies to third parties, and there is no guarantee
that Catalyst will have any such enforceable trade secret protection, Catalyst may not be able to establish or
maintain a competitive advantage in its market, which could materially adversely affect its business, results
of operations and financial condition.

Third-party claims of intellectual property infringement or challenging the inventorship or ownership
of its patents may prevent or delay its development and commercialization efforts.

Catalyst's commercial success depends in part on avoiding infringement of the patents and proprietary rights
of third parties. There is a substantial amount of litigation, both within and outside the United States,
involving patent and other intellectual property rights in the biotechnology and pharmaceutical industries,
including patent infringement lawsuits, interferences, oppositions and inter partes reexamination proceedings
before the USPTO, and corresponding foreign patent offices. Numerous U.S. and foreign issued patents and
pending patent applications, which are owned by third parties, exist in the fields in which Catalyst is pursuing
development candidates. As the biotechnology and pharmaceutical industries expand and more patents are
issued, the risk increases that its product candidates may be subject to claims of infringement of the patent
rights of third parties.

Third parties may assert that the manufacture, use or sale of its product candidates infringes patents held by
such third parties, or that Catalyst is employing their proprietary technology without authorization. There may
be third-party patents or patent applications with claims to compositions of matter, materials, formulations,
methods of manufacture or methods for treatment related to the use or manufacture of its product
candidates. Because patent applications can take many years to issue, there may be currently pending
patent applications that may later result in issued patents that its product candidates or current products may
infringe.

In addition, Catalyst has received confidential and proprietary information from third parties, and Catalyst
employs individuals who were previously employed at other biotechnology or pharmaceutical companies.
Catalyst may be subject to claims that its employees, consultants or independent contractors have
inadvertently or otherwise used or disclosed confidential information of these third parties or its employees’
former employers. Litigation may be necessary to defend against these claims.

Parties making claims against Catalyst may obtain injunctive or other equitable relief that could effectively
block its ability to further develop and commercialize one or more of its product candidates unless Catalyst
redesigned infringing products (which may be impossible) or obtained a license under the applicable patents
(which may not be available on commercially reasonable terms or at all), or until such patents expire.

Catalyst may be involved in lawsuits to protect or enforce its patents.

Competitors may infringe Catalyst's patents. To counter infringement or unauthorized use, Catalyst or its
collaborators may be required to file infringement claims that can be expensive and time-consuming. In
addition, in an infringement proceeding, a court may decide that one of Catalyst's patents is not valid, is
unenforceable and/or is not infringed, or may refuse to stop the other party from using the technology at
issue on the grounds that its patents do not cover the technology in question. An adverse result in any
litigation or defense proceeding could put one or more of Catalyst's patents at risk of being invalidated or
interpreted narrowly and could put its patent applications at risk of not issuing.

Interference proceedings provoked by third parties or brought by Catalyst may be necessary to determine
the priority of inventions with respect to its patents or patent applications or those of its licensors. An
unfavorable outcome could
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require Catalyst to cease using the related technology or to attempt to license rights from the prevailing
party. Catalyst's business could be harmed if the prevailing party does not offer Catalyst a license on
commercially reasonable terms. Catalyst may not be able to prevent, alone or with its licensors,
misappropriation of its intellectual property rights, particularly in countries where the laws may not protect
those rights as fully as in the United States.

Furthermore, because of the substantial amount of discovery required in connection with intellectual property
litigation, there is a risk that some of its confidential information could be compromised by disclosure during
this type of litigation. There could also be public announcements of the results of hearings, motions or other
interim proceedings or developments. If securities analysts or investors perceive these results to be
negative, it could have a material adverse effect on the price of its common stock.

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

Even if resolved in Catalyst's favor, litigation or other legal proceedings relating to intellectual property
claims, regardless of their merit, would cause Catalyst to incur significant expenses, and could distract its
technical and management personnel from their normal responsibilities. In the event of a successful claim of
infringement against Catalyst, Catalyst may have to pay substantial damages, including treble damages and
attorneys’ fees for willful infringement, in addition to paying royalties, redesign infringing products or obtain
one or more licenses from third parties, which may be impossible or require substantial time and monetary
expenditure. In addition, there could be public announcements of the results of hearings, motions or other
interim proceedings or developments and if securities analysts or investors perceive these results to be
negative, it could have a substantial adverse effect on the price of its common stock. Such litigation or
proceedings could substantially increase its operating losses and reduce the resources available for
development activities or any future sales, marketing or distribution activities. Catalyst may not have
sufficient financial or other resources to conduct such litigation or proceedings adequately. Some of its
competitors may be able to sustain the costs of such litigation or proceedings more effectively than Catalyst
can because of their greater financial resources. Uncertainties resulting from the initiation and continuation
of patent litigation or other proceedings could compromise its ability to compete in the marketplace.

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

A third-party may hold intellectual property, including patent rights, that is important or necessary to the
development of its products. It may be necessary for Catalyst to use the patented or proprietary technology
of third parties to commercialize its products, in which case Catalyst would be required to obtain a license
from these third parties on commercially reasonable terms, or its business could be harmed, possibly
materially.

Risks Related to Regulatory Approval of Catalyst’s Product Candidates and Other Compliance
Matters

The regulatory approval processes of the FDA and other comparable foreign regulatory authorities
are lengthy, time-consuming and inherently unpredictable. If Catalyst is not able to obtain, or if there
are delays in obtaining, required regulatory approvals, Catalyst will not be able to commercialize its
product candidates, including Hydronidone, and its ability to generate revenue will be materially
impaired.

The process of obtaining regulatory approvals, both in the United States and abroad, is unpredictable,
expensive and typically takes many years following commencement of clinical trials, if approval is obtained at
all, and can vary substantially based upon a variety of factors, including the type, complexity and novelty of
the product candidates involved. Hydronidone currently has one active IND application with the FDA in the
United States for the treatment of liver fibrosis associated with a broad spectrum of chronic liver diseases. In
the future, it is expected that an additional IND will be filed for Hydronidone specifically for NASH, and
Catalyst may file additional IND applications for future indications or future product candidates. If any such
future IND is not accepted by the FDA, Catalyst's clinical development timeline may be negatively impacted
and any future clinical programs may be delayed or terminated. As a result, Catalyst may be unable to
obtain regulatory approvals or successfully commercialize its products.

Catalyst cannot guarantee that any preclinical studies and clinical trials will be conducted as planned or
completed on schedule, if at all. The clinical development of its product candidates is susceptible to the risk
of failure at any stage of drug development, including failure to demonstrate efficacy in a clinical trial or
across a suitable population of patients, the occurrence of severe or medically or commercially unacceptable
adverse events, failure to comply
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with protocols or applicable regulatory requirements and determination by the FDA or any comparable
foreign regulatory authority that a drug product is not approvable. It is possible that even if one or more of its
product candidates has a beneficial effect, that effect will not be detected during clinical evaluation as a
result of one or more of a variety of factors, including the size, duration, design, measurements, conduct or
analysis of its clinical trials. Conversely, as a result of the same factors, its clinical trials may indicate an
apparent positive effect of a product candidate that is greater than the actual positive effect, if any.

Catalyst cannot commercialize product candidates in the United States without first obtaining regulatory
approval from the FDA. Similarly, Catalyst cannot commercialize product candidates outside of the United
States without obtaining regulatory approval from comparable foreign regulatory authorities. Before obtaining
regulatory approvals for the commercial sale of Catalyst's product candidates, including Catalyst's lead
product candidate Hydronidone, Catalyst must demonstrate through lengthy, complex and expensive
preclinical studies and clinical trials that Catalyst's product candidates are both safe and effective for each
targeted indication. Securing regulatory approval also requires the submission of information about the drug
manufacturing process to, and inspection of manufacturing facilities by, the relevant regulatory authority.
Further, Catalyst’s product candidates, including Hydronidone, may not be effective, may be only moderately
effective or may prove to have undesirable or unintended side effects, toxicities or other characteristics that
may preclude Catalyst's obtaining marketing approval.

The FDA and comparable foreign regulatory authorities have substantial discretion in the approval process
and may refuse to accept any application or may decide that Catalyst’'s data are insufficient for approval and
require additional preclinical, clinical or other data. Catalyst's product candidates could be delayed in
receiving, or fail to receive, regulatory approval for many reasons, including:

« the FDA or comparable foreign regulatory authorities may disagree with the design or
implementation of Catalyst's clinical trials;

e Catalyst may be unable to demonstrate to the satisfaction of the FDA or comparable foreign
regulatory authorities that a product candidate is safe and effective for its proposed indication;

e the results of clinical trials may not meet the level of statistical significance required by the FDA or
comparable foreign regulatory authorities for approval; serious and unexpected drug-related side
effects may be experienced by participants in Catalyst's clinical trials or by individuals using drugs
similar to Catalyst's product candidates;

e Catalyst may be unable to demonstrate that a product candidate’s clinical and other benefits
outweigh its safety risks; the FDA or comparable foreign regulatory authorities may disagree with
Catalyst’s interpretation of data from preclinical studies or clinical trials;

¢ the data collected from clinical trials of Catalyst's product candidates may not be acceptable or
sufficient to support the submission of an NDA or other submission or to obtain regulatory approval
in the United States or elsewhere, and Catalyst may be required to conduct additional clinical trials;

« the FDA or the applicable foreign regulatory authority may disagree regarding the formulation,
labeling and/or the specifications of Catalyst’s product candidates;

« the FDA or comparable foreign regulatory authorities may fail to approve the manufacturing
processes or facilities of third-party manufacturers with which Catalyst contracts for clinical and
commercial supplies; and

« the approval policies or regulations of the FDA or comparable foreign regulatory authorities may
significantly change in a manner rendering Catalyst’s clinical data insufficient for approval.

The approval requirements for Catalyst's product candidates are likely to vary by jurisdiction such that
success in one jurisdiction is not necessarily predicative of success elsewhere.

Catalyst may experience delays in completing planned clinical trials for a variety of reasons, including delays
related to:

« the availability of financial resources to commence and complete the planned trials;

« inability to reach agreement on acceptable terms with prospective CROs and clinical trial sites, the
terms of which can be subject to extensive negotiation and may vary significantly among different
CROs and trial sites;
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¢ obtaining approval at each clinical trial site by an independent institutional review board (“IRB”);
*  recruiting suitable patients to participate in trials;
« having patients complete a trial or return for post-treatment follow-up;
« clinical trial sites deviating from trial protocol or dropping out of a trial;
¢ adding new clinical trial sites; and

« manufacturing sufficient quantities of qualified materials under Current Good Manufacturing
Practice (“*cGMPs”) regulations and applying them on a subject-by-subject basis for use in clinical
trials.

Catalyst could also experience delays in obtaining approval if physicians encounter unresolved ethical issues
associated with enrolling patients in clinical trials of its product candidates in lieu of prescribing existing
treatments that have established safety and efficacy profiles given the serious nature of the diseases for the
core indications for its product candidates. Additionally, a clinical trial may be suspended or terminated by
Catalyst, the IRBs for the institutions in which the trials are being conducted, the Data Monitoring Committee
for the trial, or by the FDA or other regulatory authorities for a number of reasons, including failure to conduct
the clinical trial in accordance with regulatory requirements or its clinical protocols, inspection of the clinical
trial operations or trial site by the FDA or other regulatory authorities resulting in the imposition of a clinical
hold, unforeseen safety issues, or adverse side effects, failure to demonstrate a benefit from using a product
candidate, changes in governmental regulations or administrative actions or lack of adequate funding to
continue the clinical trial. In addition, the FDA review and approval process could be delayed by any future
shutdown of the U.S. government, and its development activities could be harmed or delayed as a result. If
Catalyst experiences termination of, or delays in the completion of, any clinical trial of its product candidates,
its ability to commercialize its product candidates will be harmed and its ability to generate revenue will be
materially impaired. Additionally, delays in completing trials will increase costs, delay Catalyst's product
development and approval process, and impair its ability to commence product sales and generate revenue.
Many of the factors that could create or lead to a delay in the commencement or completion of clinical trials
may lead to the denial of regulatory approval for its product candidates.

Of the large number of drugs in development, only a small percentage successfully complete the
FDA or foreign regulatory approval processes and are commercialized. The lengthy approval
process as well as the unpredictability of future clinical trial results may result in Catalyst’s failing to
obtain regulatory approval to market Catalyst’s product candidates, including Hydronidone, which
would significantly harm Catalyst’s business, results of operations and prospects.

If Catalyst were to obtain approval, regulatory authorities may approve any of Catalyst's product candidates,
including Hydronidone, for fewer or more limited indications than Catalyst requests, including failing to
approve the most commercially promising indications, may grant approval contingent on the performance of
costly post-marketing clinical trials, or may approve a product candidate with a label that does not include
the labeling claims necessary or desirable for the successful commercialization of that product candidate. If
Catalyst is not able to obtain, or if there are delays in obtaining, required regulatory approvals for Catalyst's
product candidates, including Hydronidone, Catalyst will not be able to commercialize, or will be delayed in
commercializing, Catalyst's product candidates and Catalyst's ability to generate revenue will be materially
impaired.

Catalyst is developing Hydronidone for the treatment of NASH, an indication for which there are no
approved products. The requirements for approval of Hydronidone by the FDA and comparable
foreign regulatory authorities may be difficult to predict and may change over time, which makes it
difficult to predict the timing and costs of the clinical development.

Catalyst is developing Hydronidone for the treatment of NASH, an indication for which there are no approved
products. Although there are guidelines issued by the FDA for the development of drugs for the treatment of
NASH, the development of a novel product candidate such as Hydronidone may be more expensive and
take longer than for other, better known or extensively studied product candidates. As other companies are
in later stages of clinical trials for their potential NASH therapies, Catalyst expects that the path for
regulatory approval for NASH therapies may continue to evolve in the near term as these other companies
refine their regulatory approval strategies and interact with regulatory authorities. Such evolution may impact
Catalyst's future clinical trial designs, including trial size and endpoints, in ways that Catalyst cannot predict
today. In particular, regulatory authority expectations about liver biopsy data may evolve especially as more
information is published about the inherent variability in liver biopsy data.
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Certain of Catalyst's competitors have experienced regulatory setbacks for NASH therapies following
communications from the FDA. Catalyst currently does not know the impact, if any, that these setbacks
could have on the path for regulatory approval for NASH therapies generally or for Hydronidone.

Catalyst's anticipated development costs would likely increase if development of Hydronidone or any future
product candidate is delayed because Catalyst is required by the FDA to perform studies or trials in addition
to, or different from, those that Catalyst currently anticipates, or make changes to ongoing or future clinical
trial designs. In addition, if Catalyst is unable to leverage our safety database for NASH indications, Catalyst
may be required to perform additional trials, which would result in increased costs and may affect the timing
or outcome of its clinical trials. In addition, Hydronidone may not be developed as a monotherapy, but as a
part of a combination therapy, which will add to the complexity of clinical development and may cause further
delays in Hydronidone’s development and affect Catalyst's costs and divert management’s resources.

If Catalyst is required by the FDA to obtain approval of a companion diagnostic test in connection
with approval of any of Catalyst’s product candidates, including Hydronidone, and Catalyst fails to
obtain or face delays in obtaining FDA approval of a diagnostic device, Catalyst will not be able to
commercialize such product candidate and Catalyst’s ability to generate revenue will be materially
impaired.

If safe and effective use of any of Catalyst’s product candidates depends on an in vitro diagnostic that is not
otherwise commercially available, then the FDA generally will require approval or clearance of that
diagnostic, known as a companion diagnostic, at the same time that the FDA approves Catalyst's product
candidates, if at all. Companion diagnostics are developed in conjunction with clinical programs for the
associated product and are subject to regulation as medical devices by the FDA and comparable regulatory
authorities.

According to FDA guidance, if the FDA determines that a companion diagnostic device is essential to the
safe and effective use of a novel therapeutic product or indication, the FDA generally will not approve the
therapeutic product or new therapeutic product indication if the companion diagnostic is not also approved or
cleared for that indication. If a satisfactory companion diagnostic is not commercially available, Catalyst may
be required to develop or obtain one that would be subject to regulatory approval requirements. The process
of obtaining or creating such diagnostics is time-consuming and costly. If the FDA or a comparable foreign
regulatory authority requires approval of a companion diagnostic for any of Catalyst's product candidates,
including Hydronidone, whether before or after it obtains marketing approval, Catalyst, and/or future
collaborators, may encounter difficulties in developing and obtaining approval for such product candidate.
Any delay or failure by Catalyst or third-party collaborators to develop or obtain regulatory approval of a
companion diagnostic could delay or prevent approval or continued marketing of such product candidate.
Catalyst may also experience delays in developing a sustainable, reproducible and scalable manufacturing
process for the companion diagnostic or in transferring that process to commercial partners or negotiating
insurance reimbursement plans, all of which may prevent Catalyst from completing Catalyst’s clinical trials or
commercializing Catalyst's product candidates, if approved, on a timely or profitable basis, if at all.

Catalyst’s relationships with customers and third-party payors will be subject to applicable anti-
kickback, fraud and abuse and other healthcare laws and regulations, which could expose Catalyst
to criminal sanctions, civil penalties, contractual damages, reputational harm and diminished profits
and future earnings.

Healthcare providers, physicians and third-party payors will play a primary role in the recommendation and
prescription of any product candidates for which Catalyst obtains marketing approval. Catalyst's future
arrangements with third-party payors and customers may expose Catalyst to broadly applicable fraud and
abuse and other healthcare laws and regulations that may constrain the business or financial arrangements
and relationships through which Catalyst would market, sell and distribute its products. As a pharmaceutical
company, even though Catalyst does not and may not control referrals of healthcare services or bill directly
to Medicare, Medicaid or other third-party payors, federal and state healthcare laws and regulations
pertaining to fraud and abuse and patients’ rights are and will be applicable to its business. These
regulations include:

« the Federal Healthcare Anti-Kickback Statute that prohibits, among other things, persons from
knowingly and willfully soliciting, offering, receiving or providing remuneration, directly or indirectly,
in cash or in kind, to induce or reward, or in return for, either the referral of an individual for, or the
purchase, order or recommendation of, any good or service, for which payment may be made under
a federal healthcare program such as Medicare and Medicaid, and which will constrain its
marketing practices and the marketing practices of its licensees, educational programs, pricing
policies, and relationships with healthcare providers or other entities;
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« the federal physician self-referral prohibition, commonly known as the Stark Law, which prohibits
physicians from referring Medicare or Medicaid patients to providers of “designated health services”
with whom the physician or a member of the physician’s immediate family has an ownership
interest or compensation arrangement, unless a statutory or regulatory exception applies;

« federal false claims laws that prohibit, among other things, individuals or entities from knowingly
presenting, or causing to be presented, claims for payment from Medicare, Medicaid, or other
government reimbursement programs that are false or fraudulent, and which may expose entities
that provide coding and billing advice to customers to potential criminal and civil penalties, including
through civil whistleblower or qui tam actions, and including as a result of claims presented in
violation of the Federal Healthcare Anti-Kickback Statute, the Stark Law or other healthcare-related
laws, including laws enforced by the FDA,

« the federal Health Insurance Portability and Accountability Act of 1996 (“HIPAA”), which imposes
criminal and civil liability for executing a scheme to defraud any healthcare benefit program and
also created federal criminal laws that prohibit knowingly and willfully falsifying, concealing or
covering up a material fact or making any materially false statements in connection with the delivery
of or payment for healthcare benefits, items or services that, as amended by the Health Information
Technology for Economic and Clinical Health Act (“HITECH”), also imposes obligations, including
mandatory contractual terms, with respect to safeguarding the privacy, security and transmission of
individually identifiable health information;

« federal physician sunshine requirements under the ACA, which requires manufacturers of
approved drugs, devices, biologics and medical supplies to report annually to the U.S. Department
of Health and Human Services, information related to payments and other transfers of value to
physicians, other healthcare providers, and teaching hospitals, and ownership and investment
interests held by physicians and other healthcare providers and their immediate family members
and applicable group purchasing organizations;

e the Federal Food, Drug, and Cosmetic Act, which, among other things, strictly regulates drug
product marketing, prohibits manufacturers from marketing drug products for off-label use and
regulates the distribution of drug samples; and

« state and foreign law equivalents of each of the above federal laws, such as anti-kickback and false
claims laws, which may apply to sales or marketing arrangements and claims involving healthcare
items or services reimbursed by non-governmental third-party payors, including private insurers,
state laws requiring pharmaceutical companies to comply with the pharmaceutical industry’s
voluntary compliance guidelines and the relevant compliance guidance promulgated by the federal
government and which may require drug manufacturers to report information related to payments
and other transfers of value to physicians and other healthcare providers or marketing
expenditures, and state and foreign laws governing the privacy and security of health information in
specified circumstances, many of which differ from each other in significant ways and often are not
preempted by federal laws such as HIPAA, thus complicating compliance efforts.

Efforts to ensure that its business arrangements with third parties will comply with applicable healthcare
laws and regulations will involve substantial costs. It is possible that governmental authorities will conclude
that its business practices may not comply with current or future statutes, regulations or case law involving
applicable fraud and abuse or other healthcare laws and regulations. If Catalyst’s operations are found to be
in violation of any of these laws or any other governmental regulations that may apply to it, Catalyst may be
subject to significant civil, criminal and administrative penalties, damages, fines, imprisonment, exclusion
from government funded healthcare programs, such as Medicare and Medicaid, and the curtailment or
restructuring of its operations. If any physicians or other healthcare providers or entities with whom Catalyst
expects to do business are found to not be in compliance with applicable laws, they may be subject to
criminal, civil or administrative sanctions, including exclusions from government funded healthcare programs.

Catalyst’s results of operations may be adversely affected by current and potential future healthcare
legislative and regulatory actions.

All jurisdictions in which Catalyst conducts its research, development, manufacturing and commercialization
activities regulate these activities in great depth and detail. Obtaining regulatory approvals is a lengthy,
expensive and uncertain process. Catalyst intends to focus its activities in the major markets of the PRC and
the United States. These
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geopolitical areas all have strict regulation on medical devices, and, in doing so, they employ broadly similar
regulatory strategies, including regulation of product development, approval, manufacturing, sales and
marketing and distribution of medical devices. However, regulatory regimes vary in different regions, which
makes regulatory compliance more complex and costly for companies like Catalyst that plan to operate in
each of these regions.

Legislative and regulatory actions affecting government prescription drug procurement and reimbursement
programs occur relatively frequently. In the United States, the ACA was enacted in 2010 to expand
healthcare coverage. Since then, numerous efforts have been made to repeal, amend or administratively
limit the ACA in whole or in part. For example, the Tax Cuts and Jobs Act, signed into law by President
Trump in 2017, repealed the individual health insurance mandate, which is considered a key component of
the ACA. In December 2018, a Texas federal district court struck down the ACA on the grounds that the
individual health insurance mandate is unconstitutional, although this ruling has been stayed pending appeal.
The ongoing challenges to the ACA and new legislative proposals have resulted in uncertainty regarding the
ACA's future viability and destabilization of the health insurance market. The resulting impact on its business
is uncertain and could be material.

Efforts to control prescription drug prices could also have a material adverse effect on its business. For
example, in 2018, President Trump and the Secretary of the U.S. Department of Health and Human Services
released the “American Patients First Blueprint” and have begun implementing certain portions. The initiative
includes proposals to increase generic drug and biosimilar competition, enable the Medicare program to
negotiate drug prices more directly and improve transparency regarding drug prices and ways to lower
Catalyst consumers’ out-of-pocket costs. The Trump administration also proposed to establish an
“international pricing index” that would be used as a benchmark to determine the costs and potentially limit
the reimbursement of drugs under Medicare Part B. Among other pharmaceutical manufacturer industry-
related proposals, Congress has proposed bills to alter the benefit structure to increase manufacturer
contributions in the catastrophic phase. The volume of drug pricing-related bills dramatically increased under
the previous Congress, and the resulting impact on its business is uncertain and could be material. The
extent to which the 118th Congress will continue this approach is uncertain.

The IRA provides the Centers for Medicare & Medicaid Services (“CMS”) with the ability to directly negotiate
prescription drug and biologic prices with manufacturers and to cap out-of-pocket spending for Medicare Part
D enrollees. Each year, CMS will select and negotiate a preset number of high-spend drugs and biologics
covered under Medicare Parts B and D that lack generic or biosimilar competition. Price negotiations for Part
D begin in 2023. Taking effect in 2023, the IRA provides a new “inflation rebate” that requires drug
manufacturers to pay a rebate to the federal government if the price for a drug or biologic under Medicare
Parts B or D increases faster than the rate of inflation. The IRA contains a number of other provisions
intended to reduce drug spending and the federal deficit, and the IRA's impact on competition and
commercialization is uncertain but could be material.

In addition, many states have proposed or enacted legislation that seeks to indirectly or directly regulate
pharmaceutical drug pricing, such as by requiring biopharmaceutical manufacturers to publicly report
proprietary pricing information or to place a maximum price ceiling on pharmaceutical products purchased by
state agencies. For example, in 2017, California’s governor signed a prescription drug price transparency
state bill into law, requiring prescription drug manufacturers to provide advance notice and explanation for
price increases of certain drugs that exceed a specified threshold. Both Congress and state legislatures are
considering various bills that would reform drug purchasing and price negotiations, allow greater use of
utilization management tools to limit Medicare Part D coverage, facilitate the import of low priced drugs from
outside the United States and encourage the use of generic drugs. Such initiatives and legislation may cause
added pricing pressures on its products.

Changes to the Medicaid program at the federal or state level could also have a material adverse effect on
its business. Proposals that could impact coverage and reimbursement of its products, including giving
states more flexibility to manage drugs covered under the Medicaid program and permitting the re-
importation of prescription medications from Canada or other countries, could have a material adverse effect
by limiting its products’ use and coverage. Furthermore, state Medicaid programs could request additional
supplemental rebates on its products as a result of an increase in the federal base Medicaid rebate. To the
extent that private insurers or managed care programs follow Medicaid coverage and payment
developments, they could use the enactment of these increased rebates to exert pricing pressure on its
products, and the adverse effects may be magnified by their adoption of lower payment schedules.
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Other proposed regulatory actions affecting manufacturers could have a material adverse effect on its
business. It is difficult to predict the impact, if any, of any such proposed legislative and regulatory actions or
resulting state actions on the use and reimbursement of its products in the United States, but its results of
operations may be adversely affected.

Catalyst is subject to evolving privacy and data protection laws, including HIPAA and the EU General
Data Protection Regulation (EU) 2016/679 (“GDPR?”). If Catalyst fails to protect personal information
or comply with existing or future data protection regulations, its business, financial condition,
results of operations and prospects may be materially adversely affected.

Numerous state and federal laws and regulations govern the collection, dissemination, use, privacy,
confidentiality, security, availability, integrity, and other processing of personal information. HIPAA
establishes a set of national privacy and security standards for the protection of protected health information
(as defined in HIPAA) (“PHI") by health plans, healthcare clearinghouses and certain healthcare providers,
referred to as covered entities, and the business associates with whom such covered entities contract for
services. HIPAA requires covered entities and business associates, such as Catalyst, to develop and
maintain policies with respect to the protection of, use and disclosure of electronic PHI, including the
adoption of administrative, physical and technical safeguards to protect such information, and certain
notification requirements in the event of a data breach.

The collection and use of personal health data and other personal data in the EU is governed by the
provisions of the GDPR, which came into force in May 2018, related data protection laws in individual EU
Member States as well as implementations of the GDPR in the European Economic Area. The GDPR
establishes a number of strict requirements and restrictions applicable to the processing (processing
includes collecting, analyzing and transferring) of personal data (i.e., data which identifies an individual or
from which an individual is identifiable) in particular with respect to health data from clinical trials and
adverse event reporting. The GDPR includes requirements relating to the legal basis of the processing (such
as consent of the individuals to whom the personal data relates), the information provided to the individuals
prior to processing their personal data, the notification obligations to the national data protection authorities
and or data subjects (in particular in case of a data breach), and the security and confidentiality of the
personal data. EU Member States may also impose additional requirements in relation to health, genetic and
biometric data through their national legislation. Furthermore, it affords various rights to individuals (e.g., the
right to access or erasure of personal data), and imposes potential penalties for breaches of up to 4% of the
annual worldwide turnover or €20 million, whichever is greater. In case of a breach of the GDPR, individuals
(e.g., study subjects) may also have a right to compensation for financial or non-financial losses ( e.g.,
distress).

There may be circumstances under which a failure to comply with the GDPR, or the exercise of individual
rights under the GDPR, would limit Catalyst’s ability to utilize clinical trial data collected on study subjects.
Furthermore, there is a growing trend towards the required public disclosure of clinical trial data in the EU,
which adds to the complexity of obligations relating to processing health data from clinical trials. Such public
disclosure obligations are provided in the new EU Clinical Trials Regulation (EU CTR), EMA disclosure
initiatives and voluntary commitments by industry. Failing to comply with these obligations could lead to
government enforcement actions and significant penalties, harm to reputation, and adversely impact the
business and operating results. The uncertainty regarding the interplay between different regulatory
frameworks, such as the CTR and the GDPR, further adds to the complexity.

In addition, Catalyst is subject to various U.S. state laws which may require Catalyst to modify its data
processing practices and policies and to incur substantial costs and expenses in an effort to comply.

If Catalyst fails to comply with environmental, health and safety laws and regulations, Catalyst could
become subject to fines or penalties or incur costs that could harm its business.

Catalyst is subject to numerous environmental, health and safety laws and regulations, including those
governing laboratory procedures and the handling, use, storage, treatment and disposal of hazardous
materials and wastes. From time to time and in the future, its operations may involve the use of hazardous
and flammable materials, including chemicals and biological materials, and may also produce hazardous
waste products. Even if Catalyst contracts with third parties for the disposal of these materials and waste
products, Catalyst cannot completely eliminate the risk of contamination or injury resulting from these
materials. In the event of contamination or injury resulting from the use or disposal of its hazardous
materials, Catalyst could be held liable for any resulting damages, and any liability could exceed its
resources. Catalyst also could incur significant costs associated with civil or criminal fines and penalties for
failure to comply with such laws and regulations.
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Catalyst maintains workers’ compensation insurance to cover Catalyst for costs and expenses Catalyst may
incur due to injuries to its employees resulting from the use of hazardous materials, but this insurance may
not provide adequate coverage against potential liabilities. However, Catalyst does not maintain insurance
for environmental liability or toxic tort claims that may be asserted against Catalyst.

In addition, Catalyst may incur substantial costs to comply with current or future environmental, health and
safety laws and regulations. Current or future environmental laws and regulations may impair its research,
development or production efforts that could adversely affect its business, financial condition, results of
operations or prospects. In addition, failure to comply with these laws and regulations may result in
substantial fines, penalties or other sanctions.

Even if Catalyst receives regulatory approval of Catalyst’s product candidates, including
Hydronidone, Catalyst will be subject to extensive ongoing regulatory obligations and continued
regulatory review, which may result in significant additional expense and Catalyst may be subject to
penalties if Catalyst fails to comply with regulatory requirements or experience unanticipated
problems with Catalyst’s product candidates.

Any regulatory approvals that Catalyst may receive for Catalyst's product candidates will require the
submission of reports to regulatory authorities and surveillance to monitor the safety and efficacy of the
product candidate, including Hydronidone, may contain significant limitations related to use restrictions for
specified age groups, warnings, precautions or contraindications, and may include burdensome post-
approval study or risk management requirements. For example, the FDA may require a REMS in order to
approve Catalyst's product candidates, which could entail requirements for a medication guide, physician
training and communication plans or additional elements to ensure safe use, such as restricted distribution
methods, patient registries and other risk minimization tools. In addition, if the FDA or comparable foreign
regulatory authorities approve Catalyst's product candidates, Catalyst's product candidates and the activities
associated with their development and commercialization, including their design, testing, manufacture,
safety, efficacy, recordkeeping, labeling, storage, approval, advertising, promotion, sale, distribution, import
and export will be subject to comprehensive regulation by the FDA and other regulatory agencies in the
United States and by comparable foreign regulatory authorities. These requirements include submissions of
safety and other post-marketing information and reports, registration, as well as on-going compliance with
cGMPs and GCPs for any clinical trials that Catalyst conducts following approval. In addition, manufacturers
of drug products and their facilities are subject to continual review and periodic, unannounced inspections by
the FDA and other regulatory authorities for compliance with cGMPs.

Catalyst identified a material weakness in its internal control over financial reporting in its
consolidated financial statements for the year ended December 31, 2021. If Catalyst fails to maintain
effective internal control over financial reporting, Catalyst may not be able to accurately or timely
report its financial condition or results of operations, which may adversely affect its business and
share price.

In connection with the preparation and audit of its consolidated financial statements for the year ended
December 31, 2021, a material weakness was identified in Catalyst's internal control over financial reporting.
A material weakness is a deficiency, or combination of deficiencies, in internal control over financial
reporting such that there is a reasonable possibility that a material misstatement of its consolidated financial
statements will not be prevented or detected on a timely basis. Catalyst's material weakness related to the
following control deficiency: Catalyst did not design and maintain effective controls related to the review of
certain contracts, including the proper application of U.S. GAAP. Specifically, Catalyst did not design and
maintain controls to properly review the retention bonuses granted to its employees in November 2021 after
its reduction in workforce to assess the appropriate accounting treatment under U.S. GAAP.

While Catalyst took steps to remediate the material weakness, Catalyst cannot assure you that the
measures Catalyst has taken to date and may take in the future will prevent or avoid potential future material
weakness. The effectiveness of its internal control over financial reporting is subject to various inherent
limitations, including cost limitations, judgments used in decision making, assumptions about the likelihood
of future events, the possibility of human error and the risk of fraud. If Catalyst is unable to record, process
and report financial information accurately, and to prepare financial statements within the time periods
specified by the forms of the SEC, Catalyst could be adversely affected which, in turn, may adversely affect
its reputation and business and the market price of its common stock. In addition, any such failures could
result in litigation or regulatory actions by the SEC or other regulatory authorities, loss of investor confidence,
delisting of its securities and harm to its reputation and financial condition, or diversion of financial and
management resources from the operation of its business.
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Risks Related to Commercialization of Catalyst’s Product Candidates

Even if any of its product candidates receives marketing approval, Catalyst may fail to achieve the
degree of market acceptance by physicians, patients, third-party payors and others in the medical
community necessary for commercial success.

If any of its product candidates receives marketing approval, Catalyst may nonetheless fail to gain sufficient
market acceptance by physicians, patients, third-party payors and others in the medical community. For
example, to date, no specific therapeutic drugs treating HBV-associated liver fibrosis have been approved
worldwide, and doctors may not accept or use Hydronidone as a treatment for liver fibrosis even if
Hydronidone receives marketing approval. If its product candidates do not achieve an adequate level of
acceptance, Catalyst may not generate significant product revenues and Catalyst may not become
profitable. The degree of market acceptance of its product candidates, if approved for commercial sale, will
depend on several factors, including:

* The efficacy and safety profile of Hydronidone compared with other competitor anti-fibrosis
treatments;

e Catalyst’s ability to offer its products for sale at competitive prices;
« the convenience of TID dosing compared with alternative treatments;

¢ patient understanding of NASH and associated fibrosis and its progressive nature and need for
treatment;

¢ improvement of confirmatory-diagnosis and monitoring of NASH and associated fibrosis;

« the willingness of the target patient population to try new therapies and of physicians to prescribe
these therapies;

« the strength of marketing and distribution support;
¢ the availability of third-party coverage and adequate reimbursement;
« the prevalence and severity of any side effects; and

e any restrictions on the use of its products together with other medications.

Catalyst’s product candidates are years away from regulatory approval.

Catalyst's development candidates are not expected to be commercially available for several years, if at all.
Further, the commercial success of product candidates will depend upon its acceptance by physicians,
individuals, third-party payors and other key decision-makers as a therapeutic and cost-effective alternative
to products available at the time, which may include competing products currently under development by
others. See the risk factor titled “—Catalyst faces substantial competition that may result in others
discovering, developing or commercializing products before or more successfully than Catalyst does.” If
Catalyst is unable to successfully develop, obtain regulatory approval in a timely manner (including due to
reasons that are beyond its control, such as changes in regulations or a shutdown of the federal government,
including the FDA) and commercialize its development candidates, its ability to generate revenue from
product sales will be significantly delayed and its business will be materially and adversely affected, and
Catalyst may not be able to earn sufficient revenues to continue as a going concern.

The regulatory authorities in the United States and the EU have not approved any products for the treatment
of NASH, and while there are guidelines issued by the FDA for the development of drugs for the treatment of
NASH and an FDA surrogate endpoint table for drug approval, it is unclear whether the requirements for
approval will change in the future or whether the FDA will rely on regulatory precedent for future regulatory
approvals. Any such changes may require Catalyst to conduct new trials that could delay its timeframe and
increase the costs of our programs related to Hydronidone or any future product candidate for the treatment
of NASH. In addition, Catalyst cannot be certain which efficacy endpoints or presentation thereof clinical or
regulatory agencies may require in a Phase 3 clinical trial of NASH or for approval of Catalyst's product
candidates.

Even if the FDA or other regulatory agency approves its product candidates, the approval may impose
significant restrictions on the indicated uses, conditions for use, labeling, advertising, promotion, marketing
and/or production of such product and may impose ongoing commitments or requirements for post-approval
studies, including additional research and development and clinical trials. The FDA and other agencies also
may impose various civil or criminal sanctions for failure to comply with regulatory requirements, including
withdrawal of product approval.
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Regulatory approval from authorities in foreign countries will be needed to market its product candidates in
those countries. Approval by one regulatory authority does not ensure approval by regulatory authorities in
other jurisdictions. If Catalyst fails to obtain approvals from foreign jurisdictions, the geographic market for its
product candidates would be limited.

Catalyst faces substantial competition that may result in others discovering, developing or
commercializing products before or more successfully than Catalyst does.

The biotechnology and pharmaceutical industries are characterized by rapidly advancing technologies,
intense competition, and a strong emphasis on proprietary products. Catalyst faces potential competition
from many different sources, including major pharmaceutical, specialty pharmaceutical and biotechnology
companies, academic institutions and governmental agencies, and public and private research institutions.
Any product candidates that Catalyst successfully develops and commercializes will compete with existing
therapies and new therapies that may become available in the future.

Although there are no currently approved therapeutic drug treatments for liver fibrosis, several companies
are developing product candidates in clinical studies. For details, see “BC’s Business—Competition” in this
proxy statement.

Catalyst faces competition with respect to Catalyst's current product candidates and will face competition
with respect to any future product candidates from segments of the pharmaceutical, biotechnology and other
related industries that pursue targeted therapies for patients with NASH. If Hydronidone or Catalyst's future
product candidates do not offer sustainable advantages over competing products, Catalyst may otherwise
not be able to successfully compete against current and future competitors.

Catalyst's competitors may obtain regulatory approval of their products more rapidly than Catalyst may or
may obtain patent protection or other intellectual property rights that limit Catalyst's ability to develop or
commercialize Catalyst's product candidates. Catalyst's competitors may also develop drugs that are more
effective, more convenient, more widely used and less costly or have a better safety profile than Catalyst's
products and these competitors may also be more successful than Catalyst in manufacturing and marketing
their products. In addition, Catalyst will likely need to develop Catalyst's product candidates in collaboration
with companion diagnostic companies, and Catalyst will face competition from other companies in
establishing these future collaborations.

Catalyst's commercial opportunity in different indications could be reduced or eliminated if competitors
develop and market products or therapies that are more convenient to use, more effective, less expensive,
and safer to use than its products. Furthermore, if competitors gain FDA approval earlier than Catalyst does,
Catalyst may be unable to establish a strong market presence or to gain market share. The key competitive
factors affecting the success of all its product candidates, if approved, are likely to be their efficacy, safety,
convenience, price, the level of generic competition, and the availability of reimbursement from government
and other third-party payors. Catalyst's product candidates, if any are approved, may compete with these
existing drug and other therapies but may not be competitive with them in price. Catalyst expects that if
Catalyst's product candidates are approved, they will be priced at a significant premium over competitive
generic, including branded generic, products. As a result, obtaining market acceptance of, and gaining
significant share of the market for, any of Catalyst’s product candidates that Catalyst successfully introduces
to the market will pose challenges.

Many of the companies against which Catalyst is competing or against which Catalyst may compete in the
future have significantly greater financial resources and expertise in research and development,
manufacturing, preclinical testing, conducting clinical trials, obtaining regulatory approvals and marketing
approved products than Catalyst does. Mergers and acquisitions in the pharmaceutical, biotechnology and
diagnostic industries may result in even more resources being concentrated among a smaller number of its
competitors. Smaller or early-stage companies may also prove to be significant competitors, particularly
through collaborative arrangements with large and established companies. These competitors also compete
with Catalyst in recruiting and retaining qualified scientific and management personnel and establishing
clinical trial sites and individual registration for clinical trials, as well as in acquiring technologies
complementary to, or necessary for, its programs.

Even if Catalyst commercializes any product candidates, the products may become subject to
unfavorable pricing regulations, third-party reimbursement practices or healthcare reform initiatives
that would harm its business.

The regulations that govern marketing approvals, pricing, coverage and reimbursement for new drug
products vary widely from country to country. Current and future legislation may significantly change the
approval requirements
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in ways that could involve additional costs and cause delays in obtaining approvals. Some countries require
approval of the sale price of a drug before it can be marketed. In many countries, the pricing review period
begins after marketing or product licensing approval is granted. In some foreign markets, prescription
pharmaceutical pricing remains subject to continuing governmental control even after initial approval is
granted. As a result, Catalyst may obtain marketing approval for a product in a particular country, but then
be subject to price regulations that delay its commercial launch of the product, possibly for lengthy time
periods, and negatively impact the revenues Catalyst is able to generate from the sale of the product in that
country. Adverse pricing limitations may hinder its ability to recoup its investment in one or more product
candidates, even if its product candidates obtain marketing approval.

Catalyst's ability to commercialize any product candidates successfully also will depend in part on the extent
to which coverage and adequate reimbursement for these products and related treatments will be available
from government health administration authorities, private health insurers and other organizations.
Government authorities and third-party payors, such as private health insurers and health maintenance
organizations, decide which medications they will pay for and establish reimbursement levels. A primary
trend in the U.S. healthcare industry and elsewhere is cost containment. Government authorities and third-
party payors have attempted to control costs by limiting coverage and the amount of reimbursement for
certain medications. Increasingly, third-party payors are requiring that drug companies provide them with
predetermined discounts from list prices and are challenging the prices charged for medical products.
Coverage and reimbursement may not be available for any product that Catalyst or its collaborators
commercialize and, even if these are available, the level of reimbursement may not be satisfactory.
Reimbursement may affect the demand for, or the price of, any product candidate that receives marketing
approval. Obtaining and maintaining adequate reimbursement for its products may be difficult. Catalyst may
be required to conduct expensive pharmaco-economic studies to justify coverage and reimbursement or the
level of reimbursement relative to other therapies. If coverage and adequate reimbursement are not available
or reimbursement is available only to limited levels, Catalyst may not be able to successfully commercialize
any product candidate for which Catalyst obtains marketing approval.

There may be significant delays in obtaining reimbursement for newly approved drugs, and coverage may be
more limited than the purposes for which the drug is approved by the FDA or similar regulatory authorities
outside the United States. Moreover, eligibility for reimbursement does not imply that a drug will be paid for
in all cases or at a rate that covers its costs, including research, development, manufacture, sale and
distribution. Interim reimbursement levels for new drugs, if applicable, may also not be sufficient to cover its
costs and may not be made permanent.

Reimbursement rates may vary according to the use of the drug and the clinical setting in which it is used,
may be based on reimbursement levels already set for lower cost drugs and may be incorporated into
existing payments for other services. Net prices for drugs may be reduced by mandatory discounts or
rebates required by government healthcare programs or private payors and by any future relaxation of laws
that presently restrict imports of drugs from countries where they may be sold at lower prices than in the
United States. Third-party payors often rely upon Medicare coverage policy and payment limitations in
setting their own reimbursement policies. Catalyst's inability to promptly obtain coverage and adequate
reimbursement rates from both government-funded and private payors for any approved products that it
develops could have a material adverse effect on its operating results, ability to raise capital needed to
commercialize products and overall financial condition.

The insurance coverage and reimbursement status of newly approved products is uncertain. Failure
to obtain or maintain adequate coverage and reimbursement for new or current products could limit
its ability to market those products and decrease its ability to generate revenue.

The availability and extent of reimbursement by governmental and private payors is essential for most
patients to be able to afford expensive treatments. Sales of Catalyst's product candidates will depend
substantially, both domestically and abroad, on the extent to which the costs of its product candidates will be
paid by health maintenance, managed care, pharmacy benefit and similar healthcare management
organizations, or reimbursed by government health administration authorities, private health coverage
insurers and other third-party payors. If reimbursement is not available, or is available only to limited levels,
Catalyst may not be able to successfully commercialize its product candidates. Even if coverage is provided,
the approved reimbursement amount may not be high enough to allow Catalyst to establish or maintain
pricing sufficient to realize a sufficient return on its investment.

There is significant uncertainty related to the insurance coverage and reimbursement of newly approved
products. Moreover, increasing efforts by governmental and third-party payors, in the United States and
abroad, to cap or reduce healthcare costs may cause such organizations to limit both coverage and level of
reimbursement for new
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products approved and, as a result, they may not cover or provide adequate payment for its product
candidates. Catalyst expects to experience pricing pressures in connection with the sale of any of its product
candidates, due to the trend toward managed healthcare, the increasing influence of health maintenance
organizations and additional legislative changes. The downward pressure on healthcare costs in general has
become very intense. As a result, increasingly high barriers are being erected to the entry of new products.

Risks Related to Catalyst’s Common Stock
The market price of Catalyst Common Stock has historically been highly volatile.

The trading price of Catalyst Common Stock has historically been highly volatile and there have been
significant periods of time in which the trading volume of its common stock has been low, which can
contribute to volatility in price. Additionally, the stock market in general has experienced extreme price and
volume fluctuations. The market prices of securities of pharmaceutical, biopharmaceutical and biotechnology
companies in particular have been extremely volatile and have experienced fluctuations that have often been
unrelated or disproportionate to operating performance. Factors giving rise to this volatility may include:

« disclosure of clinical trial results;

*  regulatory or political developments in both the United States and abroad;

« developments concerning proprietary rights, including patents and litigation matters;
« disclosure of new collaborations or other strategic transactions;

¢ public concern about the safety or efficacy of product candidates or technology, their components,
or related technology or new technologies generally;

¢ public announcements by competitors or others regarding new products or new product candidates;
and

¢ general market conditions and comments by securities analysts and investors.

Fluctuations in operating results could adversely affect the price of Catalyst’s common stock.

Catalyst's operating results are likely to fluctuate significantly from quarter to quarter and year to year. These
fluctuations could cause its stock price to decline. Some of the factors that may cause operating results to
fluctuate on a period-to-period basis include the scope, progress, duration results and costs of preclinical
and clinical development programs, as well as non-clinical studies and assessments of product candidates
and programs, restructuring costs, implementation or termination of collaboration, licensing, manufacturing
or other material agreements with third parties, non-recurring revenue or expenses under any such
agreement, the cost, timing and outcomes of regulatory compliance, approvals or other regulatory actions
and general and industry-specific economic conditions, particularly as it affects the pharmaceutical,
biopharmaceutical or biotechnology industries in the United States. Period-to-period comparisons of its
historical and future financial results may not be meaningful, and investors should not rely on them as an
indication of future performance. Fluctuating losses may fail to meet the expectations of securities analysts or
investors. Failure to meet these expectations may cause the price of its common stock to decline.

Sales of a significant number of shares of Catalyst’s common stock in the public markets, or the
perception that such sales could occur, could depress the market price of its common stock.

Catalyst's current trading volumes are modest, and sales of a substantial number of shares of its common
stock in the public market, or the perception that these sales could occur, could cause the market price to
decline. Catalyst has effective registration statements on Form S-3 that enables Catalyst to sell up to
$150.0 million of securities in one or more offerings, subject to limitations under applicable SEC rules,
including up to $50.0 million of common stock issuable under its Equity Distribution Agreement with Piper
Sandler & Co. Any additional sales in the public market of its common stock or other securities under these
shelf registration statements could adversely affect prevailing market prices for its common stock. In
addition, Catalyst has outstanding options to purchase 8,464,567 shares of common stock at a weighted
average exercise price of $1.30 as of March 31, 2023. If such options are exercised and the shares are sold
into the open market, such sales also might make it more difficult for Catalyst to sell equity securities in the
future at a time and at a price that Catalyst deems appropriate. Conversion or exercise of these securities
into shares of its common stock will cause dilution to the other holders of its common stock, and all such
stock may be sold in the public market after conversion or exercise, subject to restrictions under the
securities laws, which may lead to a decline in the market price of its common stock.
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Anti-takeover provisions in its charter documents and provisions of Delaware law may make an
acquisition more difficult and could result in the entrenchment of management.

Catalyst is incorporated in Delaware. Anti-takeover provisions of Delaware law and its charter documents
may make a change in control or efforts to remove management more difficult. Also, under Delaware law, its
board of directors may adopt additional anti-takeover measures. The existence of the following provisions of
Delaware law and its restated certificate of incorporation and amended and restated bylaws could limit the
price that investors might be willing to pay in the future for shares of its common stock.

Catalyst's restated certificate of incorporation authorizes its board of directors to issue up to 5,000,000
shares of preferred stock and to determine the terms of those shares of stock without any further action by its
stockholders. If the board of directors exercises this power to issue preferred stock, it could be more difficult
for a third-party to acquire a majority of its outstanding voting stock and vote the stock they acquire to
remove management or directors.

Catalyst's restated certificate also provides staggered terms for the members of its board of directors, and
that directors may be removed by stockholders only for cause and only by vote of the holders of 66 2/3% of
voting shares then outstanding. In addition, stockholders currently are not permitted to call special meetings
of stockholders, or to act by written consent without a meeting. These provisions may prevent stockholders
from replacing the entire board in a single proxy contest, making it more difficult for a third party to acquire
control without the consent of its board of directors. These provisions could also delay the removal of
management by the board of directors with or without cause.

As a Delaware corporation, Catalyst is also subject to certain Delaware anti-takeover provisions. Under
Delaware law, a publicly-held corporation may not engage in a business combination with any holder of
15% or more of its voting stock unless the holder has held the stock for three years or, among other things,
the board of directors has approved the transaction. Catalyst's board of directors could rely on Delaware law
to prevent or delay an acquisition.

Catalyst is a smaller reporting company, and Catalyst cannot be certain if the reduced disclosure
requirements applicable to smaller reporting companies will make its common stock less attractive
to investors.

Catalyst has been a “smaller reporting company” as defined in the Securities Exchange Act of 1934, as
amended (the “Exchange Act”), and thus have been allowed to provide simplified executive compensation
disclosures in its filings. Catalyst has also had certain other decreased disclosure obligations in its SEC
filings. Catalyst cannot predict whether investors find its common stock less attractive because of its
reliance on any of these exemptions. If some investors find its common stock less attractive as a result,
there may be a less active trading market for its common stock and its stock price may be more volatile.

General Risk Factors
Catalyst’s common stock may be delisted from Nasdaq.

As previously reported, on November 2, 2022, Catalyst received a letter from the Listing Qualifications
Department of The Nasdaq Stock Market, LLC informing Catalyst that, because the closing bid price for
Catalyst's common stock listed on Nasdaq was below $1.00 for 30 consecutive trading days, Catalyst was
not in compliance with the minimum bid price requirement for continued listing on The Nasdaq Capital
Market, as set forth in Nasdaq Marketplace Rule 5550(a)(2) (the “Minimum Bid Price Requirement”). Catalyst
was granted 180 calendar days, or until May 1, 2023, to regain compliance with the Minimum Bid Price
Requirement.

On May 2, 2023, Catalyst was notified by the Listing Qualifications Staff (the “Staff”) of Nasdaq that Catalyst
did not meet the Minimum Bid Price Requirement and was not eligible for a second 180-day period. As
previously reported, on April 4, 2023, the Staff notified Catalyst that it failed to comply with Nasdaqg's
$2,500,000 minimum stockholders’ equity requirement for continued listing as set forth in Listing Rule
5550(b)(1) (the “Equity Requirement”). The deficiency with regards to the Equity Requirement serves as an
additional and separate basis for delisting. Catalyst timely submitted a hearing request to Nasdaq's
Hearings Department. The hearing request stays the suspension of Catalyst's common stock pending the
panel's conclusion of the hearing process. Catalyst believes that completion of the transactions under the
Business Combination Agreement and reverse stock split as described in this proxy statement will enable
the combined company following the transactions under the Business Combination Agreement to meet the
applicable Nasdagq initial listing requirements, providing a basis for suspension of delisting. On June 27,
2023, the panel granted Catalyst a suspension of delisting until October 30, 2023. However, there can be no
assurance that the combined company will meet Nasdag's initial listing requirements or, if the Contributions
are not consummated, that Catalyst will continue listing on The Nasdaqg Capital Market.
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Delisting of Catalyst's common stock from The Nasdaq Capital Market could materially adversely impact the
liquidity and value of Catalyst's common stock and could prevent the closing of the transactions
contemplated by the Business Combination Agreement. Catalyst's ability to publicly or privately sell equity
securities and the liquidity of its common stock could be adversely affected if it is delisted from The Nasdaq
Capital Market or if it is unable to transfer its listing to another stock market. If Catalyst's common stock is
delisted by Nasdagq, it could lead to a number of negative implications, including an adverse effect on the
price of its common stock, increased volatility in its common stock, limited availability of market quotations
for its common stock, reduced liquidity in its common stock, the loss of federal preemption of state securities
laws and greater difficulty in issuing additional securities and obtaining financing. In addition, delisting of
Catalyst's common stock could deter broker-dealers from making a market in or otherwise seeking or
generating interest in its common stock, could result in a loss of current or future coverage by certain sell-
side analysts and might deter certain institutions and persons from investing in its securities at all. Delisting
could also cause a loss of confidence of Catalyst's customers, collaborators, vendors, suppliers and
employees, which could harm its business and future prospects.

Catalyst may not be able to continue as a going concern if the conversion of Catalyst Convertible
Preferred Stock is not approved by its stockholders.

As part of the F351 Agreement, Catalyst issued 12,340 shares of Catalyst Convertible Preferred Stock,
which upon stockholder approval, will be converted to Catalyst Common Stock, subject to applicable
beneficial ownership limitations. The terms of the Catalyst Convertible Preferred Stock include a cash
settlement feature which provides that if Catalyst stockholders fail to approve the conversion of the Catalyst
Convertible Preferred Stock by September 30, 2023, Catalyst could be required to make cash payments to
the holders of Catalyst Convertible Preferred Stock significantly in excess of its current liquidity. Catalyst
believes that stockholders who are entitled to vote on the conversion proposal at Catalyst's 2023 Annual
Meeting of Stockholders, which is expected to be held in the third quarter of 2023, will vote to approve the
proposal. However, the vote of Catalyst's common stockholders is outside of Catalyst's control. Catalyst's
independent registered public accounting firm has issued a report that raised substantial doubt about
Catalyst's ability to continue as a going concern.

Risks Related to BC

Risks Relating to the Research and Development and Sales and Distribution of BC’s Drugs and Drug
Candidates

BC is largely dependent on sales of ETUARY, its commercialized product, within a competitive
environment and BC may be unable to maintain or increase ETUARY’s sales volume, pricing levels
and profit margins.

BC is largely dependent on sales of ETUARY, but BC may not be able to maintain ETUARY’s sales
volumes, pricing levels or profit margins. Sales of ETUARY accounted for 98.1% and 97.0% of BC's total
revenue in 2021 and 2022, respectively, and BC expects that sales of ETUARY will continue to comprise a
substantial portion of BC's total revenue in the near future. As a result, any reduction in sales or profit
margins of ETUARY will thus have a material negative impact on BC's business and results of operations.

In addition, the pharmaceutical industries are characterized by rapid changes in technology, constant
enhancement of industrial know-how and frequent emergence of new products, which renders BC's targeted
markets highly competitive. Notably, the IPF drug market in the PRC is characterized by increasingly fierce
competition, with one pirfenidone product and one nintedanib product approved and commercialized as of
May 15, 2023, in addition to BC's ETUARY. There are also several drug candidates that have entered into
Phase 2 or more advanced clinical trial stage. With the increase in the penetration rate of IPF drugs and the
expansion of the overall market, more market players will join the IPF market, and, consequently, the sales
of BC's ETUARY, which accounted for 55.3% of the total market in 2022, may decrease. For details, see
“BC’s Business—Our Products and Product Pipeline—ETUARY: National Class 1.1 New Drug for IPF
Approved in 2011—Market Opportunities and Competition” in this proxy statement. New entrants to the IPF
market in the PRC may exert downward pressure on BC’s average selling price of ETUARY, which may
negatively impact sales and/or profit of ETUARY.

Many of BC's competitors, including foreign pharmaceutical companies, may have substantially greater
clinical, research, regulatory, manufacturing, marketing, financial and human resources compared to BC.
Certain of BC's competitors may be actively engaged in research and development in areas where BC has
products or where BC is developing drug candidates or new indications for BC's existing products. Other
companies may discover, develop, acquire or commercialize products more quickly or more successfully
than BC does. Moreover, there may also be
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significant consolidation in the pharmaceutical industry among BC’s competitors or ventures among
competitors that may increase their market share. Furthermore, BC's competitors may apply for and obtain
marketing approvals in the PRC or other countries for products with the same intended use as BC’s drugs
and drug candidates more rapidly than BC does. The capacity of the relevant authorities, such as the NMPA,
to concurrently review multiple marketing applications for the same type of innovative drug may be limited.
Therefore, such authorities’ review of BC's drug candidates may be delayed when there is concurrent review
of BC’s drug candidates with BC's competitors’ products, and the registration process of BC’s products may
be prolonged.

In addition to market competition from generic drugs and other products or therapies indicated for the same
disease, many of the factors discussed in this Risk Factors section could adversely affect sales of ETUARY,
including but not limited to, pricing pressures caused by government policies and inclusion or removal from
the governmental medical insurance coverage, market acceptance among the medical community,
disruptions in manufacturing or distribution, issues with product quality or side effects and disputes over
intellectual property. Moreover, despite BC's efforts, BC may be unable to develop or acquire new products
that would diversify BC’s business and reduce BC'’s dependence on ETUARY.

BC’s business and financial prospects depend substantially on the success of BC’s clinical stage
and pre-clinical stage drug candidates, and BC may be unable to successfully complete their clinical
development, obtain relevant regulatory approvals or achieve their commercialization, or may
experience significant delays in doing so.

BC's ability to generate revenue and realize profitability depends on the successful completion of the
development of BC's drug candidates, obtaining necessary regulatory approvals, and manufacturing and
commercializing BC's drug candidates, which is contingent upon various factors. Such factors include:

¢ successful enrollment in, and completion of, clinical trials, as well as completion of pre-clinical
studies and favorable safety and efficacy data therefrom;

¢ receipt of regulatory approvals;
« enhancing BC's commercial manufacturing capabilities;

« the performance by CROs, or other third parties, of their duties to BC in a manner that complies
with BC's trial protocols and applicable laws and protects the integrity of the resulting data;

¢ obtaining, maintaining, protecting and enforcing patent, trade secret and other intellectual property
and proprietary protection and regulatory exclusivity, and ensuring BC does not infringe,
misappropriate or otherwise violate the patent, trade secret or other intellectual property and
proprietary rights of third parties;

¢ successfully launching commercial sales;

«  obtaining and/or maintaining favorable governmental and private medical reimbursement;

« efficiently and cost-effectively enhancing BC's marketing platform and distribution capabilities;
« competition with other drugs and drug candidates; and

«  continued acceptable safety profile following regulatory approval.

BC may not be able to achieve one or more of the foregoing factors in a timely manner or at all. As a result,
BC could experience significant delays in or obtaining or not be able to obtain approval for and/or successful
commercialization of BC’s drugs and drug candidates, which would render BC unable to achieve its planned
milestones and materially harm BC'’s drug development prospects.

Clinical drug development involves a lengthy and expensive process and outcomes are uncertain,
and BC may not successfully complete clinical trials or procedures for drugs under development or
demonstrate the safety and efficacy of BC’s drug candidates to the satisfaction of regulatory
authorities.

Before obtaining regulatory approval for the sale of BC's drug candidates, BC must conduct extensive
clinical trials to demonstrate their safety and efficacy, but there can be no assurance that such trials will be
completed in a timely or cost-effective manner, due to the inherently unpredictable nature of clinical drug
development. Events that may prevent successful or timely completion of clinical development may include:

*  regulators, institutional review boards or ethics committees not authorizing BC or BC's investigators
to commence a clinical trial or conduct a clinical trial at a prospective trial site;
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BC'’s inability to reach agreements on acceptable terms with prospective CROs, SMOs and
hospitals as trial centers;

manufacturing issues, including problems with manufacturing, supply quality, compliance with
GMP, or obtaining sufficient quantities of a drug candidate for use in a clinical trial in a timely
manner;

clinical trials producing negative or inconclusive results, resulting in additional clinical trials or
abandoning drug development programs;

changes to the clinical trial protocol;

BC's third-party contractors’ failing to comply with regulatory requirements or meet their contractual
obligations to BC in a timely manner, or at all;

BC'’s suspending or terminating clinical trials for various reasons, including negative or inconclusive
clinical response or a finding that participants are being exposed to unacceptable health risks or
experiencing adverse effects;

the cost of clinical trials being greater than BC anticipates;

the supply or quality of BC’s drug candidates or other materials necessary to conduct clinical trials
being insufficient or inadequate;

delays in having patients complete participation in a trial or return for post-treatment follow-up;

participants choosing an alternative treatment for the indication for which BC is developing its
product candidates, or participating in competing clinical trials;

occurrence of adverse effects or serious adverse effects associated with the product candidate that
are viewed to outweigh its potential benefits;

the occurrence of serious adverse events in clinical trials of competing products or conducted by
competitors;

third-party clinical investigators losing the licenses or permits necessary to perform BC'’s clinical
trials, not performing BC'’s clinical trials on its anticipated schedule or consistent with the clinical
trial protocol or other regulatory requirements or committing fraud; and

the results of pre-clinical studies or early clinical trials not being predictive of the results of later-
stage clinical trials, and initial or interim results of a trial not being predicative of final results.

If BC experiences delays in the completion of, or the termination of, a clinical trial of any of BC's drug
candidates, the commercial prospects of that drug candidate may be harmed. Specifically, BC may:

be delayed in obtaining regulatory approval;

be required to conduct additional clinical trials or other testing beyond those that BC currently
contemplates;

obtain approval for indications that are not as broad as intended;
be subject to additional post-marketing testing requirements;
be subject to restrictions on how the drug is distributed or used; or

be unable to obtain reimbursement for the use of the drug.

Consequentially, any delays in completing BC’s clinical trials may increase BC's costs, delay BC’s drug
candidate development and approval process, and jeopardize BC'’s ability to commercialize BC's approved
products and generate revenues.

If BC encounters difficulties or delays in enrolling patients in BC’s clinical trials, BC’s clinical
development activities could be delayed or otherwise adversely affected.

The timely completion of clinical trials in compliance with BC's protocols depends substantially on BC's
ability to enroll and retain a sufficient number of patients in a trial. However, BC may experience difficulties in
patient enrollment for a variety of reasons, including BC'’s drug candidates’ targeting rare diseases, the size
and nature of the
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patient population for such rare diseases, the patient eligibility criteria defined in the protocol, the
accessibility of trial sites for the patients, and the patients’ perceptions as to the potential advantages and
side effects of the drug candidates being studied in relation to other available products, product candidates
or therapies. Moreover, BC's clinical trials will likely compete with other clinical trials for drug candidates that
are in the same therapeutic areas as other drug candidates of BC, which will reduce the number and types
of patients available to BC.

Even if BC is able to enroll a sufficient number of patients, delays in patient enrollment may result in
increased costs or may affect the timing or outcome of the planned clinical trials, which could prevent
completion of these trials and adversely affect BC’s ability to advance the development of drug candidates.

Adverse events or undesirable side effects caused by BC’s drug candidates could interrupt, delay or
halt clinical trials, delay or prevent regulatory approval, limit the commercial profile of an approved
label, or result in significant negative consequences following any regulatory approval.

During the conduct of clinical trials, patients report changes in their health, including illnesses, injuries and
discomforts, to their doctor. Often, it is not possible to determine whether or not the product candidate being
studied caused these conditions. Regulatory authorities may draw different conclusions or require additional
testing to confirm these determinations, if they occur. In addition, it is possible that as BC tests its product
candidates in larger, longer and more extensive clinical trials with a broader group of patients, or as use of
these product candidates becomes more widespread if they receive marketing approval, ilinesses, injuries,
discomforts and other AEs that were observed in earlier trials, as well as conditions that did not occur or
went undetected in previous trials, will be reported by participants. Many times, side effects are only
detectable after investigational product candidates are tested in large-scale, Phase 3 trials or, in some
cases, after they are made available to patients on a commercial scale after approval. If additional clinical
experience indicates that any of BC’s current product candidates and any future product candidates has
serious or life-threatening side effects or other side effects that outweigh the potential therapeutic benefit,
the development of the product candidate may fail or be delayed, or, if the product candidate has received
marketing approval, such approval may be revoked, which would harm BC'’s business, prospects, operating
results and financial condition.

Any adverse events or serious adverse events reported in BC's clinical trials caused by BC's drug
candidates could give rise to significant negative consequences. Such consequences may include:

¢ regulatory authorities may order BC to cease further development of, or deny approval of, BC's
drug candidates for any or all targeted indications;

« regulatory authorities may withdraw approvals or revoke licenses of an approved drug candidate,
or BC may determine to do so even if not required;

¢ regulatory authorities may require additional warnings on the label of an approved drug candidate
or impose other limitations on an approved drug candidate;

< BC may be required to develop a risk evaluation mitigation strategy for the drug candidate, or to
incorporate additional requirements under the risk evaluation mitigation strategy;

«  BC may be required to conduct post-market studies;
«  BC could be subject to litigation proceedings and held liable for harm caused to patients; and

« patient enrollment may be insufficient or slower than BC anticipates or patients may drop out or fail
to return for post-treatment follow-up at a higher rate than anticipated.

In any such events, BC may suspend, delay or alter development or marketing of BC's drug candidates, and
the subsequent costs thereof may be substantially higher than anticipated.

In conducting drug research and development, BC faces potential liabilities; in particular, product
liability claims or lawsuits that could cause BC to incur substantial liabilities.

BC faces an inherent risk of product liability as a result of clinical trials if BC’s drug candidates cause, or are
perceived to cause, injury, or are found to be otherwise unsuitable during clinical testing. Regardless of the
merits or eventual outcome, such liability claims may, among others, result in:

« decreased demand for BC's drug candidates after commercialization;
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¢ injury to BC’s reputation;
« withdrawal of clinical trial participants and inability to continue clinical trials;
¢ initiation of investigations by regulators;
«  costs to defend the related litigation;
¢ adiversion of management’s time and BC'’s resources; and
«  substantial monetary awards to trial participants or patients.

To cover such liability claims arising from clinical trials, BC has clinical trial insurance for all of its trials,
which are necessary for the approval of commercialization of BC's pipeline drugs. However, it is possible that
BC'’s liabilities could exceed BC's insurance coverage or that BC's insurance will not cover all situations in
which a claim against BC could be made. BC may also not be able to maintain insurance coverage at a
reasonable cost or obtain insurance coverage that will be adequate to satisfy any liability that may arise.

BC'’s substantial investment in research and development in order to develop BC’s drugs and drug
candidates and enhance BC’s technologies may ultimately fail to materialize.

The global pharmaceutical market is constantly evolving, and BC must keep pace with new technologies and
methodologies to maintain BC's competitive position. BC's future success partially depends on BC'’s ability to
launch new products that meet evolving market demands, in particular, new drugs, that are effective in
treating new diseases and illnesses. However, there can be no assurance that BC will be able to respond to
emerging or evolving trends by improving BC’s product portfolio in a timely manner, or at all. For the years
ended December 31, 2021 and 2022, and for the three months ended March 31, 2023, BC incurred
substantial expenditure related to the research and development of BC'’s drugs and drug candidates, and BC
expects to continue to invest significant amounts of human and capital resources to develop BC'’s drugs and
drug candidates while enhancing BC's technologies that will allow BC to advance its pipeline drugs. BC also
intends to continue to strengthen its technical capabilities in drug discovery, development, and
manufacturing, which are capital and time intensive. However, there can be no assurance that BC will be
able to develop, improve or adapt to new technologies and methodologies, successfully identify new
technological opportunities, or develop and bring new or enhanced products to market.

BC may allocate its limited resources to pursue a particular drug candidate or indication and fail to
capitalize on drug candidates or indications that may later prove to be more profitable or for which
there is a greater likelihood of success.

Due to limited financial and managerial resources, BC focuses its product pipeline on drug candidates that
BC identifies for specific indications, and, as a result, BC may forego or delay pursuit of opportunities with
other drug candidates or for other indications that may later prove to have greater commercial potential or a
greater likelihood of success. If BC does not accurately evaluate the commercial potential or target market
for a particular drug candidate, BC may allocate internal resources to a drug candidate in a therapeutic area
and fail to allocate similar resources to other drug candidates or in other therapeutic areas for which it would
have been more advantageous to pursue.

BC may be unable to identify, discover, or develop new drug candidates, or to identify additional
therapeutic opportunities for BC’s drug candidates, in order to expand or maintain BC’s product
pipeline.

BC cannot guarantee that it will be successful in identifying potentially optimal drug candidates to enrich
BC's pipeline. Research programs to pursue the development of BC's drug candidates for additional
indications and to identify new drug candidates and drug targets require substantial technical, financial and
human resources. BC’'s research programs may initially show positive results in identifying potential
indications and/or drug candidates, yet fail to yield results for clinical development for a number of reasons.
Accordingly, there can be no assurance that BC will be able to identify new drug candidates or additional
therapeutic opportunities for BC's drug candidates or to develop suitable potential drug candidates through
internal research programs, which could materially and adversely affect BC's future growth and prospects.

BC’s products may be excluded or removed from national, provincial or other government-
sponsored medical insurance programs.

Under medical insurance programs in the PRC, patients are entitled to reimbursement of all or a portion of
the cost of pharmaceutical products listed in the National Reimbursement Drug List (the “NRDL"), the
relevant provincial
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reimbursement drug lists, or other medical insurance reimbursement lists. However, such inclusion is based
on a variety of factors, including clinical needs, use frequency, efficacy, safety and price, which may be
outside of BC’s control. Moreover, the relevant PRC government authorities may, from time to time, review
and revise, or change the scope of reimbursement for, the products that are included in the medical
insurance reimbursement lists.

While BC's ETUARY has been included in the NRDL as a Category B drug for its IPF indication since 2017,
there can be no assurance that it will remain so listed, or unimpacted negatively by changes in the scope of
reimbursement. To the extent that BC's future approved drug candidates are not included in any medical
insurance reimbursement list, or if any such insurance schemes are changed or canceled, which results in
the removal of such drug candidates from the relevant medical insurance reimbursement lists, patients may
choose, and hospitals, pharmacies and other medical institutions may recommend, alternative treatment
methods, which may reduce demand for BC’s products and adversely impact BC's sales.

BC may face pressure to lower the prices of its products in order for such products to qualify for
medical insurance reimbursement or due to market competition.

BC may face pressure to lower the prices of its future approved drug candidates in order to have such drug
candidates included in the medical insurance reimbursement lists, while such low price and reimbursement
may not necessarily lead to increased sales. It is difficult to estimate the net effect of decreased prices and
the potential of increased sales on BC's profitability, and BC's profits from the sales of its future products
may decrease if BC significantly lowers prices without a greater increase in sales.

In addition, it is typical that the prices of pharmaceutical products will decline over the life of the product as a
result of, among other things, increased competition from substitute products, the tender process by the
hospitals or the government authorities, pricing policies of the relevant government authorities, or voluntary
price adjustments by pharmaceutical companies. Any strategic downward price adjustments of BC's existing
or future approved products due to market competition could have a materially adverse effect on BC's
business and results of operations.

Moreover, BC's marketed ETUARY is subject to the risk of being included in the PRC's centralized volume-
based procurement scheme. For details, see “—The policies of centralized volume-based procurement set
by the PRC government may cover BC'’s products in the future, and the prices of BC’s products may
decrease, which in turn may have a material adverse impact on BC'’s revenue, financial condition and results
of operation” in this Risk Factors section.

BC’s drugs and future approved drug candidates may fail to achieve the degree of market
acceptance by physicians, medical institutions, pharmacies, patients, third-party payors and others
in the medical community necessary for commercial success.

The commercial success of BC’s existing and future approved products depends upon the degree of market
acceptance such products can achieve, particularly among physicians, hospitals, pharmacies and other
medical institutions, which is contingent upon a number of factors. Such factors affecting the market
acceptance of a current or future approved product may include:

¢ the clinical indications for which the product is approved,
« the safety and efficacy of the product;

« the potential and perceived advantages and disadvantages of the product, relative to competing or
alternative products or treatments;

« the affordability of the product;
« the cost of treatment in relation to alternative treatments and therapies;

« the willingness of the target patient population to try new therapies and of physicians to prescribe
these therapies;

¢ the strength of BC’s relationships with patient communities;

« the ability of third-party coverage and adequate reimbursement;

¢ the willingness of patients to pay out-of-pocket in the absence of coverage and adequate
reimbursement by third-party payors and government authorities;
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¢ the strength of marketing and distribution support;
« the prevalence and severity of any side effects;

« the current diagnostic conditions of the disease for which the product is indicated, which may be
influenced by the number of physicians from the relevant department and their respective
experiences, available diagnostic methods and equipment therefor; and

« the effectiveness of BC's sales and marketing efforts.

If BC’s existing and future approved products fail to achieve or maintain widespread market acceptance, or if
new products introduced by BC’s competitors are perceived more favorably by healthcare practitioners and
patients, are more cost-effective or otherwise render BC’s products obsolete, the demand for BC's products
may decline and BC's business and profitability may be materially and adversely affected.

BC may fail to win bids to sell BC’s products to PRC public hospitals through the centralized tender
process.

Because a considerable portion of pharmaceutical products BC sells to its distributors are sold to public
hospitals and other medical institutions in the PRC, BC must submit bids in a centralized tender process to
supply BC’s products to these institutions at specified prices. Each public medical institution in the PRC must
generally procure drugs through a provincial centralized drug purchase platform and make substantially all of
its purchases of pharmaceutical products through a centralized tender process. BC's bids submitted in the
centralized tender process are generally considered on the basis of price relative to substitute products and
the clinical effectiveness of such substitute products, as well as the quality of BC's products and services,
among other things. As a result, BC's sales volumes and profitability depend on BC'’s ability to successfully
differentiate its products and price its bids in a manner that enables BC to succeed in the centralized tender
process at profitable levels.

However, BC may fail to win bids in a centralized tender process due to various factors, including reduced
demand for the relevant product, noncompetitive bidding price, failure to meet certain quality requirements,
or the relevant product's being perceived to be less clinically effective than competing products. If BC's
products are not selected in the centralized tender process in one or more regions, BC's sales of the
relevant products to the public hospitals in those regions may encounter difficulties, and BC’s market share,
revenues and profitability could be adversely affected.

The policies of centralized volume-based procurement set by the PRC government may cover BC’s
products in the future, and the prices of BC’s products may decrease, which in turn may have a
material adverse impact on BC’s revenue, financial condition and results of operation.

PRC government authorities have implemented policies that aim to further increase the affordability of
pharmaceutical products, including the centralized volume-based drug procurement system. For further
details, see “BC’s Business—Product Pricing—Centralized Tender Process and Centralized Volume-based
Procurement System”and “BC’s Business—Regulatory Requirements in the PRC—PRC Regulations in
Relation to the Pharmaceutical Industry—Centralized Drug Procurement and Use” in this proxy statement.

Future procurement will include drugs listed in the NRDL that have great market demand and high purchase
price, and future procurement is expected to gradually cover all types of domestically marketed drugs
necessary for clinical use and of reliable quality to the extent possible. As a result, all appropriate drugs may
be procured thereunder. Appropriate procurement methods for “orphan drugs” and drugs in shortage may be
actively explored to ensure stable supply.

BC’'s marketed ETUARY is currently not subject to the centralized volume-based procurement process.
However, it is uncertain whether the centralized volume-based procurement scope would be expanded in
the future and result in the inclusion of BC’'s ETUARY or other drug candidates if commercialized, which may
cause their retail prices to decrease. Moreover, if any products comparable or similar to BC's products or
product candidates if commercialized are included in the centralized volume-based procurement, patients’
willingness to use BC's products may be materially and adversely affected and BC may need to change its
pricing strategy. If any or all of the foregoing were to occur, BC’s sales revenue may decrease, which in turn
would have a material adverse impact on BC's financial condition, profitability and results of operation.
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The actual market size of BC’s drug candidates may be smaller than BC anticipates, which could
render some drug candidates ultimately unprofitable even if commercialized, and BC’s growth may
be limited by existing and newly identified cases of IPF patients in the PRC until the expanded
indications of ETUARY and BC'’s other drug candidates are approved and become profitable.

BC'’s spending on current and future research and development programs and drug candidates for specific
indications may not yield any commercially viable products, since the market opportunities for BC's drug
candidates may be smaller than BC anticipates. Similarly, the actual market size of BC's ETUARY may not
be as large as BC anticipates. The total addressable market opportunity will depend on, among other things,
acceptance of the drug by the medical community and patient access, drug pricing and reimbursement.
Moreover, the number of patients in the addressable markets may be lower than expected, patients may not
be amenable to treatment with BC’s drugs, or new patients may become increasingly difficult to identify or
access. Further, new studies may change the estimated incidence or prevalence of the diseases that BC's
drug candidates target. Any of the above unfavorable developments could have a material adverse effect on
BC's business, financial condition and results of operations. In particular, if the existing and newly identified
cases of IPF patients in the PRC are fewer than BC expects, BC's growth and financial position may be
negatively impacted until the expanded indications of ETUARY and BC's other drug candidates such as
Hydronidone are approved and become profitable.

There may be a decrease in the prevalence of IPF in the PRC in the future, which in turn may have a
negative impact on the market size of ETUARY.

According to Frost & Sullivan, the prevalence of IPF in the PRC has increased from 83,002 patients in 2017
to 131,654 patients in 2022, and is expected to increase to 214,664 patients by 2027 and 320,677 patients
by 2031. Notwithstanding the short term increase in the prevalence of IPF, with strengthening of the public
health system as well as medical and technological advancement in the PRC, the potential risks that cause
IPF may be lowered or eliminated in the future which in turn may lead to corresponding decrease in the
prevalence of IPF in the PRC. The shrinking prevalence of IPF in the PRC, as a result, may have a negative
impact on the market size of ETUARY.

BC may be unable to conduct effective academic marketing.

Effective marketing and successful sales are crucial for BC to increase the market penetration of BC's
commercialized products, expand BC's coverage of hospitals, pharmacies and other medical institutions and
promote new products in the future. In particular, BC places a strong emphasis on academic marketing,
through which BC promotes its products to medical professionals, hospitals, pharmacies and other medical
institutions. While BC’s sales and marketing force actively works with medical professionals, hospitals,
pharmacies and other medical institutions and BC endeavors to inform them of the distinctive characteristics,
advantages, safety and efficacy of BC’s products as compared to BC's competitors’ products, BC may not be
able to successfully enhance BC's product awareness and receive recognition from them.

BC may fail to maintain a qualified sales and marketing force.

In order to successfully market and sell BC's commercialized products, BC's sales and marketing teams
possess a relatively high level of technical knowledge, up-to-date understanding of industry trends,
necessary expertise in the relevant therapeutic areas and products, as well as sufficient promotion and
communication abilities. However, there can be no assurance that there will be a sufficient amount of
competent sales professionals with the relevant rare disease knowledge and/or academic key opinion
leaders (“KOLs") or doctor networks available for hire. As a result, if BC is unable to effectively train its in-
house sales representatives or monitor and evaluate their academic marketing performances, BC's sales
and marketing may be less successful than desired.

Moreover, BC's ability to attract, motivate and retain a sufficient number of qualified sales professionals is
especially important because BC primarily relies on its in-house sales force to market BC’s products. As
competition for experienced marketing, promotion and sales personnel is intense, BC may be unable to
attract, motivate and retain a sufficient number of marketing, promotion and sales professionals. If BC fails to
maintain a qualified sales and marketing force, sales volume of BC’'s products may be adversely affected
and BC may be unable to expand BC'’s coverage of hospitals, pharmacies and other medical institutions or
increase BC’s market penetration.

BC may fail to maintain or expand an effective distribution network for BC’s products or further
expand BC'’s distribution channel.

As BC primarily relies on its network of distributors to distribute BC’s products and intends to continue
engaging distributors to sell BC’s products in the foreseeable future, BC's ability to maintain and grow its
business depends
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on its ability to maintain and manage a sufficient number of distributors with an extensive sales network,
which BC could fail to achieve for several reasons. BC'’s distributors may be unable to maintain or expand
their sales network, or may encounter difficulties in selling BC’s products. BC'’s distributors might elect not to
renew their agreements with BC or otherwise terminate their business relationships with BC for various
reasons, such as price controls or other factors that substantially reduce the margins they can obtain
through the resale of BC's products. Further, BC may fail to find an appropriate group of distributors suitable
for BC'’s products, or the costs of doing so are prohibitively high. Any disruption to BC's distribution network,
including BC's failure to maintain relationships, form new relationships or renew BC's existing distribution
agreements, could negatively affect BC’s ability to sell its products and may materially and adversely affect
BC's business, results of operations, financial condition and prospects.

Incidents, or perceived incidents, of severe side effects caused by BC’s products could materially
and adversely affect BC’s reputation and results of operations.

BC's products may cause undesirable or unintended side effects as a result of a number of factors, many of
which are outside BC’s control. These factors include potential side effects not revealed in clinical testing,
unusual but severe side effects in isolated cases, defective products not detected by BC's quality
management system, and misuse of BC’s products by end-users.

Further, BC'’s products may be perceived to cause severe side effects if other pharmaceutical companies’
products containing the same or similar active pharmaceutical ingredients, raw materials or delivery
technologies as BC's products cause or are perceived to have caused severe side effects, or if regulators or
international institutions determine that products containing the same or similar pharmaceutical ingredients
as BC's products’ cause severe side effects. BC's products may also be perceived to cause severe side
effects when a conclusive determination as to the cause of the severe side effects is not obtained or is
unobtainable.

If BC's products cause, or are perceived to cause, severe side effects, BC may face a number of
consequences, including, but not limited to:

¢ injury or death of patients;

e adecrease in the demand for, and sales of, the relevant products;

« recall or withdrawal of the relevant products;

«  revocation of regulatory approvals for the relevant products or the relevant production facilities;
¢ damage to the brand name of BC's products and the reputation of BC's company;

« stricter and more frequent regulatory inspections of BC’s production facilities and products;

« removal of relevant products from any medical insurance reimbursement lists;

« inability to participate in the centralized tender process;

* exposure to lawsuits and regulatory investigation relating to the relevant products that result in
liabilities, fines or penalties; and

«  breach of contract with BC's major customers.

Such incidences may cause negative publicity and have material adverse impact on BC’s business and
results of operations.

Adverse drug reactions and negative results from off-label use of BC’s products could materially
harm BC’s business reputation, product brand name, and financial condition and expose BC to
liability.

Products distributed or sold in the pharmaceutical market may be subject to off-label drug use, and may be
prescribed for an indication, dosage or in a dosage form that is not in accordance with regulatory approved
usage and labeling. As such, BC'’s products may be subject to off-label drug use and may be prescribed to a
patient population, or in a dosage or dosage form that has not been approved by competent authorities,
which may render BC’s products less effective or entirely ineffective and cause adverse drug reactions. Any
of these occurrences can create negative
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publicity and significantly harm BC’s business reputation, product brand hame, commercial operations and
financial condition, including BC's share price. These occurrences may also expose BC to liability and cause,
or lead to, a delay in the progress of BC'’s clinical trials and may ultimately result in failure to obtain
regulatory approval for BC's drug candidates.

Risks Relating to Manufacture and Supply of BC’s Products

Manufacturing pharmaceutical products on a large commercial scale is highly exacting and complex,
and BC may encounter problems during the process.

The manufacturing of pharmaceutical products is highly complex, and problems may arise during
manufacturing for a variety of reasons, including, but not limited to:

¢ equipment malfunction;

« failure to follow specific protocols and procedures;
¢ changes in product specification;

* low quality or insufficient supply of raw materials;

¢ delays in the construction of new facilities or the expansion of BC’s existing manufacturing facilities
and limits to manufacturing capacity due to regulatory requirements;

¢ changes in the types of products produced;

« advances in manufacturing techniques;

« physical limitations that may inhibit continuous supply;

* man-made or natural damages, other disasters and environmental factors; and
« shortage of qualified personnel or key contractors.

Despite BC'’s quality control and assurance system and procedures, BC may not be able to eliminate such
risks, which may delay or suspend BC’'s manufacturing activities, and BC may not be able to secure
temporary, alternative manufacturers for BC's drugs with the terms, quality and costs acceptable to BC, or at
all. If BC encounters any manufacturing problems, including those listed above, BC's clinical trials and/or the
availability of BC's products for commercial sale may be delayed, and BC may spend significant time and
costs in order to rectify such problems and maintain production at BC's manufacturing facilities. Moreover,
products with quality issues may have to be discarded, resulting in product shortages or additional
expenses.

Furthermore, manufacturing methods and formulation are sometimes altered through the development of
drug candidates from clinical trials to approval, and further to commercialization, in an effort to optimize
manufacturing processes and results. Such changes carry the risk that they will not achieve these intended
objectives, and any of these changes could cause the drug candidates to perform differently and affect the
results of planned clinical trials or other future clinical trials conducted with the altered materials. This could
delay the commercialization of drug candidates and require bridging studies or the repetition of one or more
clinical trials, which may result in increases in clinical trial costs, delays in drug approvals and jeopardize
BC'’s ability to commence product sales and generate revenue.

Delays in completing and receiving regulatory approvals for BC’s manufacturing facilities could
delay BC’s development plans or commercialization efforts.

BC's existing and planned manufacturing facilities, as well as BC's manufacturing process, will be subject to
ongoing, periodic inspection by the NMPA or other comparable regulatory agencies to ensure compliance
with GMP, which is usually the prerequisite to obtain marketing approval. Moreover, BC must obtain various
permits, certificates and other approvals for BC's manufacturing facilities and other premises from the
relevant administrative authorities at various stages of property development, including, planning permits,
construction permits, land use rights certificates, environmental assessments, fire control assessments,
construction completion inspections and ownership certificates. Failure to comply with applicable regulations
could lead to increased expense and result in sanctions being imposed on BC (including fines, injunctions,
civil penalties, requirements to suspend or pause one or more of BC's clinical trials); failure to obtain
marketing approval of BC’s drug candidates; delays, suspension or
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withdrawal of approvals; supply disruptions; license revocation; seizures or recalls of drugs or drug
candidates; operating restrictions and criminal prosecutions, any of which could materially and adversely
harm BC'’s business.

BC may experience substantial disruption to BC’s production sites and problems in manufacturing
BC'’s products.

BC is dependent on BC’s manufacturing facilities in Beijing, PRC and Cangzhou, PRC. The continued
operation of BC's manufacturing facilities and BC’s production safety may be substantially interrupted due to
a number of factors, many of which are outside of BC’s control. These factors may include fire, flood,
earthquakes, power outages, fuel shortages, mechanical breakdowns, terrorist attacks and wars, or other
natural disasters, as well as loss of licenses, certifications and permits, changes in governmental planning
for the land underlying these facilities or their vicinity and regulatory changes. Moreover, the production
activities on BC’s manufacturing facilities may be suspended on a temporary basis due to governmental
policies or regulations, including that on environmental protection, combating COVID-19 or organizing public
events. If the operation of any of BC's manufacturing facilities is substantially disrupted, BC may not be able
to replace the equipment or inventories at such facilities, or use different sites or a third-party contractor to
continue BC's production in a legal, timely and cost-effective manner or at all. Although BC maintains
property insurance for certain properties, machinery and equipment and other assets owned, operated or
deemed important for BC, in line with industry practice in the PRC, BC does not have certain types of
insurance, such as business interruption insurance. The amount and nature of BC’s insurance coverage may
not be sufficient to cover any substantial losses in the event of a significant disruption to any of BC's
manufacturing facilities.

Since September 2021, as a result of the shortage of coal supply combined with high electricity demand from
manufacturers, the PRC has experienced widespread power outages. The PRC government has imposed
power curbs, including imposing power restrictions on factories in a number of provinces in the PRC to deal
with an imbalance in energy supply and demand. As of May 15, 2023, we have not received any notice from
relevant government authorities ordering us to temporarily suspend or limit production, and our Beijing and
Cangzhou production centers were not subject to any power restrictions. The PRC government imposed
power restrictions did not have a material adverse impact on our business operations or financial
performance during the years ended December 31, 2021 and 2022 and up to May 15, 2023.

BC may not be able to meet the increasing demand for BC’s products, maintain adequate
manufacturing capacity or successfully manage BC’s anticipated growth.

To produce BC's increasing number of drug candidates, if approved, in the quantities that BC believes will
be required to meet anticipated market demand, BC may need to increase BC'’s production capacity over the
initial level of production by constructing new manufacturing facilities and production lines. However, BC's
ability to successfully implement BC’s expansion plan for increasing production capacities is subject to a
number of risks and uncertainties, including, but not limited to, the risk of construction delays and delays in
equipment procurement, and BC'’s ability to timely recruit sufficient qualified staff to support the increase in
BC's production capacity. If BC is unable to do so, is delayed, faces costs that are not economically feasible
or cannot find a third-party manufacturer, BC may not be able to produce BC’s future approved drug
candidates in sufficient quantities to meet future demand. Moreover, BC'’s plans to increase BC’s production
capacities require significant capital investment and the actual costs of BC's expansion plan may exceed
BC's original estimates, which could adversely affect the return on BC'’s expenditure.

Furthermore, given the size of BC’s existing and planned manufacturing facilities, BC may not be able to
fully utilize within a reasonable period of time after BC commences operation. During the construction and
ramp-up period, there may be significant changes in the macroeconomics of the pharmaceutical industry,
including, among other things, market demand, product and supply pricing trends and customer preferences.
Any adverse trends in this area could result in operational inefficiency and unused capacity in BC's facilities.

Fluctuations in prices of BC’s raw materials and energy supply, as well as other costs associated
with BC’s production processes, may have a material adverse effect on BC if it is not able to pass the
cost increases on to BC’s customers.

In order to manufacture BC'’s products, BC must obtain sufficient quantities of high-quality raw materials and
stable supply of energy and power at commercially acceptable prices and in a timely manner, which exposes
BC to risks associated with fluctuations in prices of raw materials. The prices of such materials may be
affected by a number of factors, including market supply and demand, the PRC or international
environmental and regulatory requirements,
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natural disasters such as the outbreak of COVID-19 and the global and local economic conditions. In
addition, BC may be subject to fluctuations in other costs associated with BC’s production processes, such
as costs of waste disposal, which are beyond BC'’s control. BC may have limited capability to increase its
revenue in a timely manner, and a significant increase in such costs may increase BC's cost of sales and
negatively affect BC's profit margins.

Failure to maintain optimal inventory levels could increase BC’s operating costs or lead to
unfulfilled customer orders.

BC is required to maintain optimal inventory levels in order to satisfy demand coming from BC's extensive
distribution network and successfully meet BC's customers’ demand. However, BC may not be able to
maintain proper inventory levels of BC's products as a result of rapid changes in product life cycles, changing
clinical demands and uncertainty of product developments and launches, as well as the volatile economic
environment in the PRC. There can be no assurance that BC can accurately predict these trends and
events and avoid over-stocking or under-stocking BC’s products. Further, demand for products could change
significantly between the time when the products are ordered and the time they are ready for delivery.

Inventory levels in excess of demand may result in inventory write-downs, expiration of BC’s products or an
increase in inventory holding costs and a potential negative effect on BC’s liquidity. On the other hand, if BC
underestimates demand, BC may experience inventory shortages which may, in turn, result in unfulfilled
customer orders, leading to a negative impact on BC'’s customer relationships.

Risks Relating to BC’s Reliance on Third Parties

BC has entered into, and may in the future enter into, collaboration agreements and strategic
alliances, and BC may not realize any or all benefits of collaboration, alliances or licensing
arrangements, and disputes may arise between BC and BC'’s current or future collaboration partners.

BC has in the past formed, and may in the future seek and form, strategic alliances, joint ventures or other
collaborations, including entering into licensing arrangements with third parties that BC believes will
complement or augment BC’s development and commercialization efforts with respect to BC's existing drug
candidates and any future drug candidates that BC may develop. BC's strategic collaboration with partners
involves numerous risks. BC may not achieve the revenue and cost synergies expected from the
transactions, as such synergies are inherently uncertain and subject to significant business, economic and
competitive uncertainties and contingencies, many of which are difficult to predict and are beyond BC's
control. In addition, the synergies from BC'’s collaboration with BC’s partners may be offset by other costs
incurred during the collaboration, including increases in other expenses, operating losses or problems in the
business unrelated to BC’s collaboration. BC may not be able to recover any consideration that BC paid or
will pay during past or future collaborations, including upfront payments, if BC fails to successfully realize
benefits from the collaboration.

Moreover, disputes may arise between BC and BC's current or future collaboration partners. Such disputes
or BC’s partners’ failure to fully perform their obligations may cause delay or termination of the research,
development or commercialization of BC's drug candidates, or result in costly litigation or arbitration that may
divert management attention and resources. In particular, international business relationships subject BC to
additional risks that may materially and adversely affect BC's ability to attain or sustain profitable operations,
including, difficulty of effective enforcement of contractual provisions in local jurisdictions, and third-party
collaborators may not properly obtain, maintain, protect or enforce BC's patent, trade secret and other
intellectual property rights and regulatory exclusivity for BC’s drug candidates or may use BC's intellectual
property that exposes BC to potential litigation or other intellectual property-related proceedings that could
jeopardize or invalidate BC's intellectual property.

BC'’s rights to develop and commercialize some of BC’s drug candidates are subject, in part, to the
terms and conditions of licenses granted to BC by others.

The success of BC's collaborations with BC’s partners depends on each party’s performing its respective
obligations under the relevant collaboration agreement. Such agreements may impose on BC diligence
obligations in product development or commercialization, payment obligations when certain development or
regulatory milestones and sales are achieved and other obligations. If BC fails to comply with BC's
obligations under BC's current or future agreements, BC's counterparties may have the right to terminate
these agreements, in which event BC may not be able to develop, manufacture or market the drug
candidate that is covered under the agreements. Termination of the licenses or assignments provided for
under these agreements or reduction or elimination of BC'’s rights under these agreements may result in BC
having to negotiate new or amended agreements with less favorable terms, or cause BC to lose BC's rights
under these agreements, including BC's rights to important intellectual property or technology.
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In addition, BC may not have the exclusive right to control the preparation, filing, prosecution, maintenance,
enforcement and defense of patents and patent applications covering the drug candidates that BC is
licensed or assigned from third parties. In the event that these patents and patent applications are not
prepared, filed, prosecuted, maintained, enforced and defended in a manner consistent with the best
interests of BC's business, BC's rights to the relevant intellectual property may be reduced or eliminated, and
BC's right to develop and commercialize the drug candidates covered under the agreement could be
adversely affected.

Moreover, the third parties on whom BC relies with respect to licenses to certain patent rights and other
intellectual property rights that are important or necessary to the development, manufacture or
commercialization of BC's drug candidates may themselves rely on upstream licenses from other third
parties. Such sub-licenses may not provide exclusive rights to use the covered intellectual property in all
relevant fields of use or in all territories in which BC may wish to develop or commercialize BC's drug
candidates, and add further uncertainties and complications as to the scope of BC's rights under the relevant
agreement.

Further, the license or assignment agreements BC has entered into, or will enter into in the future, are
complex, and certain provisions in such agreements may be susceptible to multiple interpretations. The
resolution of any contract interpretation disagreement that may arise could narrow what BC believes to be
the scope of its rights to the relevant intellectual property or technology, or increase what BC believes to be
its financial or other obligations under the relevant agreement, either of which could have a material adverse
effect on BC’s advancement through its collaboration relationship with its partners.

Because BC works with various third parties to conduct a certain number of BC’s pre-clinical studies
and clinical trials, BC may not be able to obtain regulatory approval for, or commercialize, BC’s drug
candidates, or may experience delays in doing so, if these third parties do not successfully carry out
their contracted duties or meet expected deadlines.

BC has worked with, and plans to continue to work with, third-party collaborators, such as CROs, to monitor
and manage data for BC’s ongoing pre-clinical and clinical programs and for the manufacturing of a portion
of BC's drug candidate supply for use in preclinical and clinical trials. For more details, see “BC’s Business
—Our Research and Development” in this proxy statement. BC's CROs are not its employees or affiliates,
and except for remedies available to BC under its agreements with its CROs, BC cannot control whether or
not its CROs devote sufficient time and resources to BC's ongoing pre-clinical studies, clinical and non-
clinical programs and manufacturing processes. If CROs do not successfully carry out their contractual
duties or obligations or meet expected timelines, compromise the quality or accuracy of the clinical data
obtained by CROs or BC's investigators due to failure to adhere to BC’s clinical protocols, regulatory
requirements or for other reasons, or the quality of the products manufactured fails to comply with GMP,
BC's clinical trials may be extended, delayed or terminated and BC may fail to obtain regulatory approval for
or successfully commercialize BC’s drug candidates.

If any of BC's collaborators breach or terminate their agreements with BC, BC may not be able to enter into
arrangements with alternative collaborators or to do so on commercially reasonable terms. Switching or
adding collaborators involves additional cost and delays, which can materially affect BC's ability to meet its
desired clinical development timelines.

Additionally, BC, its CROs for clinical programs and BC's investigators are required to comply with GCP for
all of BC's drug candidates in clinical development. If BC or any of its CROs or investigators fail to comply
with applicable GCP, the clinical data generated in BC's clinical trials may be deemed unreliable and NMPA
or comparable regulatory authorities may require BC to perform additional clinical trials before approving
BC's marketing applications, which would delay the regulatory approval process.

If BC’s distributors act in violation of the relevant agreements, or if sub-distributors with whom BC
has not entered into distribution agreements do not comply with policies and measures that BC’s
distributors agree to comply with, BC’s business, prospects and reputation could be materially and
adversely affected.

While BC relies on the distribution agreements and the policies and measures BC has in place to manage
BC's distributors, BC cannot guarantee that it will be able to effectively manage BC's distributors, or that
BC's distributors will comply with BC’s agreements and policies. If BC's distributors take one or more of the
following actions, BC'’s business, results of operations, prospects and reputation may be adversely affected:

« failing to distribute BC’'s products in the manner BC contemplates, impairing the effectiveness of
BC'’s distribution network;
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« breaching the distribution agreements or BC's policies and measures;

« failing to maintain the requisite licenses, permits or approvals or failure to comply with applicable
regulatory requirements; and

«  violating any applicable anti-corruption, anti-bribery, competition or other laws and regulations.

Any such actual or alleged violation or non-compliance by BC's distributors of the distribution agreements,
BC'’s policies or any applicable laws and regulations could result in the erosion of BC's goodwill, expose BC
to liabilities, disrupt BC's distribution network and create an unfavorable public perception about the quality
of BC'’s products.

Moreover, some of BC'’s distributors engage sub-distributors to distribute BC’s products, and BC does not
engage these sub-distributors directly or maintain contractual relationships with them. Instead, BC mainly
relies on BC's distributors to manage and control their sub-distributors in accordance with regulatory
requirements, the terms of the distribution agreements between BC and its distributors and BC'’s policies for
its distributors. Since BC's control is limited over these sub-distributors, there is no assurance that the sub-
distributors will comply with the geographical restrictions agreed to with BC’s distributors or other distribution
requirements under BC'’s distribution agreements and policies. As a result, there can be no assurance that
BC will be able to identify or remediate any practices by any sub-distributors’ that may be detrimental to BC's
business in a timely manner or at all, which may adversely affect BC's results of operations and reputation.

Because BC relies on a limited number of suppliers for certain of its raw materials, BC may
experience supply interruptions that could harm its ability to manufacture products.

During the years ended December 31, 2021 and 2022, and the three months ended March 31, 2023, BC had
a small number of suppliers, with whom BC believes it has stable relationships. However, the stability of
operations and business strategies of BC’s suppliers are beyond its control, and there can be no assurance
that it will be able to maintain a stable relationship and high-quality outsourced raw materials or services with
BC'’s large suppliers. Moreover, BC has single-source suppliers for some principal raw materials. For details,
see “BC’s Business—Raw Materials and Suppliers” in this proxy statement. There can be no assurance that
BC can timely find a replacement if needed to provide the raw materials of equal quality at a similar price,
which could disrupt BC'’s operations.

Risks Relating to Extensive Governmental Regulations

All material aspects of the research, development, manufacturing and commercialization of BC’s
drugs and drug candidates are heavily regulated.

All jurisdictions in which BC intends to conduct BC's research, development, manufacturing and
commercialization activities regulate these activities in great depth and detail. Obtaining regulatory approvals
and maintaining compliance with applicable laws and regulations is a lengthy, expensive and uncertain
process which requires the expenditure of substantial time and financial resources. Failure to comply with
the applicable requirements at any time during the drug development process or approval process, or after
approval, may subject BC to administrative or judicial sanctions. These sanctions could include, but are not
limited to, a regulator’'s refusal to approve pending applications, withdrawal of an approval, license
revocation, a clinical hold, voluntary or mandatory product recalls, product seizures, total or partial
suspension of production or distribution, injunctions, fines, refusals of government contracts, restitution,
disgorgement or civil or criminal penalties.

The regulatory approval processes of the NMPA and other comparable regulatory authorities are
lengthy, time-consuming and inherently unpredictable.

Obtaining regulatory approvals for pharmaceutical products is a lengthy, costly and uncertain process.
Specifically, BC could fail to receive regulatory approval for BC's drug candidates for many reasons,
including:

« failure to begin or complete clinical trials due to disagreements with regulatory authorities;

« failure to demonstrate a drug candidate’s safety and efficacy;

« failure of clinical trial results to meet the level of statistical significance required for approval;

« data integrity issues related to BC’s clinical trials;

. g;;v_err;mgr;t authority’s disagreement with BC’s interpretation of data from pre-clinical studies or
clinical trials;
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¢ government authority’s requirement of additional information, including pre-clinical and clinical data,
to support approval; and

« clinical sites, investigators or other participants in BC'’s clinical trials deviating from a trial protocol,
failing to conduct the trial in accordance with regulatory requirements, or withdrawing from a trial.

All these factors, among others, may delay or prevent approval and BC's commercialization plans, or may
result in BC ceasing a development program.

Additionally, clinical trials conducted in one country may not be accepted by regulatory authorities in other
countries, and regulatory approval in one country does not mean that regulatory approval will be obtained in
any other country. Approval procedures vary among countries and can involve additional product testing and
validation and additional administrative review periods. Seeking regulatory approvals in various jurisdictions
could result in significant delays, difficulties and costs for BC, and there can be no assurance that BC will be
able to meet regulatory requirements of different jurisdictions. Also, BC's failure to obtain regulatory approval
in any country may delay or have negative effects on the process for regulatory approval in other countries.

BC'’s drugs and future approved drug candidates will be subject to ongoing or additional regulatory
obligations and continued regulatory review.

BC's drugs and future approved drug candidates are or will be subject to ongoing regulatory requirements
with respect to manufacturing, labeling, packaging, storage, advertising, promotion, sampling, record-
keeping, conduct of post-market studies, submission of safety, efficacy and other post-market information,
and other requirements of regulatory authorities in the PRC and/or other countries in which BC
commercializes its drugs and drug candidates. Following an approval for commercial sale of any drug
candidates, certain changes to the product, such as changes in manufacturing processes and additional
labeling claims, may be subject to additional review and approval by the NMPA and/or comparable regulatory
authorities. Accordingly, BC expects to devote time, resources and management’s effort in all areas of
regulatory compliance. For details of other potential consequences in the event that BC fails to maintain
compliance with such ongoing or additional regulatory requirements, see “—All material aspects of the
research, development, manufacturing and commercialization of BC’s drugs and drug candidates are heavily
regulated” in this section.

BC'’s failure to obtain or renew certain approvals, licenses, permits and certificates required for BC’s
business may materially and adversely affect BC’s business, financial condition and results of
operations.

Pursuant to relevant laws, regulations and relevant regulatory practice by governmental authorities, BC is
required to obtain and maintain various approvals, licenses, permits and certificates from relevant authorities
to operate BC'’s business. Some of these approvals, permits, licenses and certificates are subject to periodic
renewal and/or reassessment by the relevant authorities, and the standards of such renewal and/or
reassessment may change from time to time. Any failure to obtain or renew any approvals, licenses, permits
and certificates necessary for BC's operations may result in enforcement actions thereunder, including
orders issued by the relevant regulatory authorities ceasing BC's operations, and may include corrective
measures requiring capital expenditure or remedial actions. If the interpretation or implementation of existing
laws and regulations changes, or new regulations come into effect requiring BC to obtain any additional
approvals, permits, licenses or certificates that were previously not required to operate BC's existing
businesses, there can be no assurance that it will successfully obtain such approvals, permits, licenses or
certificates.

BC may be directly or indirectly subject to applicable anti-kickback, false claims laws, physician
payment transparency laws, fraud and abuse laws or similar healthcare and security laws and
regulations in the PRC and other jurisdictions, which could, in the event of non-compliance, expose
BC to criminal sanctions, civil penalties, contractual damages, reputational harm and diminished
profits and future earnings.

If BC obtains approval from the NMPA or other comparable regulatory authorities for any of BC’'s drug
candidates and begins commercializing those drugs in the PRC and BC's other target markets, BC's
operations may be subject to various fraud and abuse laws of various jurisdictions, including, but not limited
to, the PRC Anti-Unfair Competition Law, the PRC Criminal Law and the physician payment sunshine laws
and regulations. There are ambiguities as to what is required to comply with any of these requirements, and
violations of such fraud and abuse laws may be punishable by criminal and/or civil sanctions, including
penalties, fines and/or exclusion or suspension from governmental healthcare programs and debarment from
contracting with the relevant jurisdiction. As law enforcement authorities increase their focus on enforcing
these laws, efforts to ensure that BC’'s business arrangements with third parties comply with applicable
healthcare laws and regulations may involve substantial costs.
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If BC fails to comply with applicable anti-bribery laws, BC’s reputation may be harmed and BC could
be subject to penalties and significant expenses that could have a material adverse effect on BC’s
business, financial condition and results of operations.

BC is subject to the anti-bribery laws of various jurisdictions. As BC's business expands, the applicability of
relevant anti-bribery laws to BC's operations is expected to increase. BC's procedures and controls to
monitor anti-bribery compliance may fail to protect BC from reckless or criminal acts committed by BC's
employees or agents. If BC, due to either BC’s own deliberate or inadvertent acts or those of third parties,
fails to comply with applicable anti-bribery laws, BC'’s reputation could be harmed and BC could incur
criminal or civil penalties, other sanctions and/or significant expenses, which could have a material adverse
effect on BC'’s business, including BC's financial condition, results of operations, cash flows and prospects.

Changes in government regulations or practices related to the healthcare industry, including
healthcare reform and compliance with new regulations, may result in additional costs.

The policies of the NMPA and other regulatory authorities may change, or additional government regulations
may be enacted, that could prevent, limit or delay regulatory approval of BC's drug candidates, restrict or
regulate post-approval activities and affect BC's profitability. BC cannot predict the likelihood, nature or
extent of governmental policies or regulations that may arise from future legislation or administrative actions
in the PRC or abroad, where the regulatory environment is constantly evolving. For example, if changes to
regulatory requirements and guidance require BC to substantially amend clinical trial protocols, BC may
experience increased costs or inability to complete clinical trials in a timely manner or at all. Changes in
government regulations relating to pharmaceutical product registrations and approvals, such as a relaxation
in regulatory requirements, or the introduction of simplified approval procedures, could lower the barriers to
entry for potential competitors, or increased regulatory requirements could increase the difficulty to satisfy
such requirements.

In recent years, there have been, and will likely continue to be, efforts to enact administrative or legislative
measures that include more rigorous coverage criteria and may result in downward pressure on prices on
BC's products. For details of the risks associated with such downward pricing pressure, see “—Risks
Relating to the Research and Development and Sales and Distribution of BC's Drugs and Drug Candidates
—BC may face pressure to lower the prices of its products in order for such products to qualify for medical
insurance reimbursement or due to market competition.” in this Risk Factors section.

Furthermore, any changes in laws and regulations on collection and transfer of personal data in the PRC,
including the Personal Information Protection Law of the PRC and the Administrative Regulations on Human
Genetic Resources of the PRC, could affect BC's ability to use medical data and subject BC to liability for
the use of such data for previously permitted purposes.

The PRC government or other government authorities in countries where BC plans to sell BC's products
could adopt new or different regulations with respect to sales of pharmaceutical products to address bribery,
corruption or other concerns. New or different regulations could result in increased costs incurred by BC, its
employees or distributors in selling BC's products, or impose restrictions on sales and marketing activities,
which could, in turn, increase BC’s costs.

BC is subject to stringent privacy laws, information security policies and contractual obligations
related to data privacy and security, and BC is exposed to risks related to BC’s management of
patient medical data and other personal or sensitive information.

When conducting its clinical trials, BC may be subject to relevant local, state, national and international data
protection and privacy laws, directives, regulations, standards and contractual obligations that apply to the
collection, use, retention, protection, disclosure, transfer and other processing of personal data in the
jurisdictions in which BC currently and expects to operate and conduct its clinical trials. If such institutions or
personnel release or transfer patient private or medical records without patient consent, they may be held
liable for damage caused thereby. Data protection and privacy law regimes may continue to evolve, which
may result in increased public scrutiny and stricter levels of enforcement and sanctions, which could result in
increased costs of compliance. Failure to comply with any of these laws could result in enforcement action
against BC, including fines, imprisonment of company officials and public censure. Although BC'’s access to
personal data is limited to trial data, including case report forms, the retention of which is required by
applicable laws and regulations, any failure or perceived failure by BC to prevent information security
breaches, to comply with applicable privacy policies or privacy-related legal obligations, or
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secure information that results in the unauthorized release or transfer of personally identifiable information or
other patient data, could cause reputational harm to BC and expose BC to legal proceedings. While BC has
and expects to continue to have measures to maintain the confidentiality of the medical records and personal
data collected of patients enrolled in BC’s clinical trials, including providing for confidentiality obligations
under agreements with BC's clinical trial collaborators, these measures may not always be effective.

In addition, BC's clinical trials frequently involve professionals from third-party institutions working on site
with BC’s staff and enrolled patients. BC cannot ensure that such persons will always comply with BC’s data
privacy measures. BC cooperates with third parties, including hospitals, CROs and other third-party
contractors and consultants for BC's clinical trials and operations. If BC's third-party partners release or
transfer, or are perceived to release or transfer, patient data in an unauthorized manner, or misuse or are
perceived to misuse patient data for an unauthorized purpose, patients may perceive such actions as a
compromise of BC's confidentiality measures.

Risks Relating to BC’s Intellectual Property Rights

If BC or BC’s licensors are unable to obtain and maintain adequate patent and other intellectual
property protection for BC’s drugs and drug candidates worldwide, or if the scope of such
intellectual property rights obtained is not sufficiently broad, third parties could compete directly
against BC, and BC'’s ability to successfully develop and commercialize any of BC’s drugs and drug
candidates could be materially and adversely affected.

BC's success depends in large part on BC's ability to protect its proprietary technology, drugs and drug
candidates from competition by obtaining, maintaining and enforcing BC'’s intellectual property rights,
including patent rights. In order to protect the technologies, drugs and drug candidates that BC considers
commercially important, BC, among others, filed and continues to file patent applications in the PRC and
other countries. However, applying for patent protection is an expensive and time-consuming process, and
BC may not be able to successfully file and prosecute all necessary or desirable patent applications at a
reasonable cost or in a timely manner. BC may not be able to prevent competitors from developing and
commercializing competitive products in all such fields and territories.

Patents may be invalidated and patent applications may not be granted for various reasons, including
because of known or unknown prior deficiencies in the patent applications or due to the lack of novelty or
inventiveness of the underlying invention or technology. For example, there can be no assurance that BC
was the first to make the inventions claimed in BC’s patents or pending patent applications because of the
delay between publications of discoveries in scientific or patent literature and actual discoveries and patent
applications. Under the “first-to-file” system adopted by the PRC, and, recently, the United States, even after
reasonable investigation, BC may be unable to determine with certainty whether BC’s drugs, drug
candidates, processes, technologies, improvement and other related matters are or may become
unpatentable because a third party filed or may file a patent application earlier than BC has or does for
inventions thereunder that are the same or substantially similar to BC's inventions.

Therefore, the validity of issued patents, patentability of pending patent applications and applicability of such
patent protections to BC's programs may be lower in priority than third-party patents issued on a later date if
the application for such patents was filed prior to BC’s and the technologies underlying such patents are the
same or substantially similar to BC's. In addition, BC may be involved in claims and disputes of intellectual
property infringement in other jurisdictions (for example, in the United States), and the defense of these
claims or disputes, regardless of their merit, would involve substantial litigation expense and would be a
substantial diversion of employee resources from BC'’s business.

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

The China National Intellectual Property Administration (the “CNIPA”) and other governmental patent
agencies require compliance with a number of procedural, documentary, fee payment and other similar
provisions during the patent application process. For example, in several stages over the lifetime of a patent,
periodic maintenance fees are due to be paid to the CNIPA and other patent agencies. Although 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, non-compliance could result in abandonment or lapse of the patent or patent
application, resulting in partial or complete loss of patent rights in the relevant jurisdiction. Such non-
compliance events may include failure to respond to official actions in a timely manner, non-payment of fees,
and failure to properly submit formal documents. In addition, under PRC patent law,
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any applicant that applies for a patent in a foreign country for an invention or utility model accomplished in
the PRC must report to the CNIPA for confidentiality examination. If the applicant fails to report to the CNIPA
for confidentiality examination, the patent right may not be granted if an application is later filed in the PRC.

The scope of BC’s patent protection may be uncertain, and BC’s current or future patents may be
challenged and invalidated after issuance.

The coverage claimed in a patent application can be significantly reduced before the patent is issued, and
its scope can be reinterpreted after issuance. Even if patent applications BC licenses or owns currently or in
the future are to be issued as patents, they may not be issued in a form that will provide BC with any
meaningful protection, prevent competitors or other third parties from competing with BC, or otherwise
provide BC with any competitive advantage. In addition, the patent position of medical device companies
generally is highly uncertain, involves complex legal and factual questions, and has been the subject of
much litigation in recent years. As a result, the issuance, scope, validity, enforceability and commercial value
of BC'’s patent rights are highly uncertain.

The issuance of a patent is not conclusive as to its inventorship, scope, validity or enforceability, and BC'’s
owned or licensed patents may be challenged in the courts or patent offices in the PRC and other
jurisdictions. For example, BC may be subject to a third-party submission of prior art to the CNIPA or other
related intellectual property offices, or become involved in post-grant proceedings such as opposition,
derivation, revocation, invalidation, re-examination or inter partes review, or interference proceedings or
similar proceedings in foreign jurisdictions challenging the priority of BC’s invention or other features of
patentability of BC’'s patents and patent applications. Moreover, any claims that BC asserts against
competitors who infringe, or are perceived to infringe, BC's patent rights or misappropriate or otherwise
violate BC's intellectual property rights could, in turn, assert against BC invalidity or unenforceability of BC's
patents. Third-party submissions, proceedings or litigation may result in substantial costs and require
significant time from BC's scientists, experts and management, even if the outcome is favorable to BC. An
adverse determination or outcome of a third-party submission, proceeding or litigation may result in loss of
patent rights or exclusivity, or in patent claims being narrowed, invalidated or held unenforceable, which
could limit BC's ability to prevent competitors from using or commercializing similar or identical technologies
and products, or limit the duration of the patent protection of BC’s technologies, drugs and drug candidates.

Even if BC is able to obtain patent protection for BC's drugs and drug candidates, the term of such
protection, if any, may be limited, and third parties could develop and commercialize products and
technologies similar or identical to BC's and compete directly against BC after the expiration of BC's patent
rights.

Although various adjustments and extensions may be available, the term of a patent, and the protection it
affords, may be limited. Given the amount of time required for the development, testing and regulatory
review of new drug candidates, patents protecting such drug candidates may expire before or shortly after
such drug candidates are commercialized. Even if BC successfully obtains patent protection for a drug
candidate, such drug candidate may face competition from generic or biosimilar medications once the patent
has expired. Upon the expiration of BC's current or future issued patents, BC will not be able to assert such
patent rights against potential competitors and BC'’s business and results of operations may be adversely
affected.

Insufficient patent linkage, patent term extension and data and market exclusivity for NMPA-
approved pharmaceutical products could increase the likelihood of early generic competition for
BC'’s drug candidates in the PRC.

In the PRC, the recent amendment to the PRC Patent Law, which was promulgated in October 2020 and
effective as of June 2021, provides for the general principles of patent term extension and patent linkage, but
does not include the revised implementation rules and operational details. Since 2020, several draft
measures have been published by the NMPA, CNIPA, and the Supreme People’s Court for public comment,
proposing frameworks for patentees to defend their patent exclusivity and apply for patent term extension.
As of May 15, 2023, the final versions of these draft measures have not been published, and it is uncertain
how the PRC government will implement the patent term extension or patent linkage system. The patents
BC has in-licensed or owns in the PRC may not be eligible to be extended for any patent term lost during
the regulatory review process. If BC is unable to obtain patent term extension in the PRC, BC’s competitors
or other third parties may obtain approval for competing products following BC'’s patent expiration.
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BC may initiate lawsuits to protect or enforce its intellectual property rights, or third parties may
pursue claims against BC for alleged infringement, misappropriation or violation of such third-party
intellectual property rights, which could be expensive and time-consuming.

BC’s commercial success depends, in part, on BC's ability to avoid infringing, misappropriating or otherwise
violating the intellectual property rights of third parties. However, BC's efforts to identify and avoid infringing
on third parties’ intellectual property rights may not always be successful. Defending against third parties’
intellectual right infringement allegations, meritorious or not, may be expensive and time consuming, and
could be a substantial diversion of BC's resources and BC's management team’s attention. Furthermore,
because of the substantial amount of discovery that may be required in connection with intellectual property
litigation, BC'’s confidential information may be compromised by disclosure made during discovery.

In the event that third parties assert infringement claims against BC, there can be no assurance that the
outcome would be in BC's favor, as whether a product infringes on third parties’ intellectual property rights
involves an analysis of complex legal and factual issues, and the burden of proof required to successfully
challenge a third-party intellectual property right may be high. If BC was found by courts or other competent
authorities to have infringed on the patent or other intellectual property rights of third parties, BC may be
subject to injunctive or other equitable relief, which could prevent BC from developing and commercializing
BC’s drugs and drug candidates, or delay the development or commercialization process. BC may be
required to obtain and maintain licenses from third parties in order to continue the development of BC's drug
candidates or BC's general operations, which may have an adverse impact on BC's financial position and
profitability. Even if litigations or other proceedings are resolved in BC's favor, BC's involvement in such
proceedings may attract publicity and result in a substantial adverse effect on BC's reputation and brand
name.

BC’s owned or in-licensed patents and other intellectual property may be subject to priority disputes,
inventorship disputes or similar proceedings, and BC or BC's licensors may be unsuccessful in such
proceedings. If BC or BC's licensors are unsuccessful in such proceedings, BC may need to obtain licenses
from third parties, which may not be available on commercially reasonable terms or at all. If BC is unable to
obtain licenses in a timely manner or at all, BC may cease the development, manufacture and
commercialization of one or more of BC’s drugs or drug candidates.

BC or BC's licensors may be subject to claims from former employees, collaborators or other third parties
that allege they have an interest in BC's owned or licensed patents or other intellectual property. If BC or
BC's licensors are unsuccessful in interference proceedings or other priority or validity disputes to which
BC'’s owned or licensed intellectual properties are subject, BC may lose valuable intellectual property rights,
such as loss of one or more patents or exclusive ownership, or BC's patent claims’ being narrowed,
invalidated or held unenforceable. BC may be required to obtain and maintain licenses from third parties,
including parties involved in any such interference proceedings or other priority or inventorship disputes, in
order to continue the development, manufacture and commercialization of one or more of BC's drug
candidates. However, such licenses may not be available on commercially reasonable terms or at all, or may
be non-exclusive. Even if BC is successful in an interference proceeding or other similar priority or
inventorship disputes, it could result in substantial costs and may be a distraction to BC's management and
other employees.

Changes in patent law could diminish the value of patents generally, which may impair BC’s ability
to protect its pipeline products.

Decisions made by the National People’s Congress of the PRC and the CNIPA could change the laws and
regulations governing patents in unpredictable ways that may affect BC's ability to obtain new patents or to
enforce BC’s existing patents and/or future patents. The United States has enacted and is currently
implementing wide-ranging patent reform legislation. In addition, recent U.S. Supreme Court rulings have
narrowed the scope of patent protection available in certain circumstances and weakened the rights of
patent owners in certain situations. Similar changes in the laws of other jurisdictions may impact the value of
BC'’s patent rights or BC’s other intellectual property rights. In addition to increasing uncertainty with regard
to BC's ability to obtain patents in the future, there is uncertainty with respect to the value of patents once
obtained, if any. As the laws and regulations governing patents evolve in the PRC and other jurisdictions,
such changes may have a negative impact on BC's intellectual property protection.
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BC may fail to protect the confidentiality of its trade secrets, BC may be subject to claims that BC’s
employees, consultants or advisers have wrongfully used or disclosed alleged trade secrets of their
former employers, and third parties may assert ownership of intellectual property that BC regards as
its own.

In addition to BC'’s issued patent and pending patent applications, BC relies on trade secrets, including
unpatented know-how, technology and other proprietary information, to maintain BC's competitive position
and to protect BC's drugs and drug candidates. In order to protect these trade secrets, BC implements
various measures, including entering into non-disclosure and confidentiality agreements or including non-
disclosure and confidentiality provisions in agreements with parties that have access to BC's trade secrets.
However, non-disclosure agreements with employees, consultants, contractors and other parties may not
adequately prevent unauthorized disclosure of BC'’s trade secrets and other proprietary information. Parties
may breach such agreements and wrongfully disclose BC’s proprietary information, and BC may not be able
to obtain adequate remedies for such breach. Pursuing a claim that a party illegally disclosed or
misappropriated a trade secret could be difficult, expensive and time-consuming, and the outcome of such
claim is unpredictable.

Moreover, some of BC's employees, including senior management, may have been employed at other
pharmaceutical companies, including BC's competitors or potential competitors. Such employees may have
executed proprietary rights, non-disclosure and non-competition agreements in connection with such
previous employment. BC may be subject to claims that it or these employees have used or disclosed
intellectual property, including trade secrets or other proprietary information, of any such employee’s former
employer. In the event that litigation is necessary to defend against such claims, BC may be subject to
monetary damages and lose valuable intellectual property rights or personnel.

BC may fail to protect its trademarks and trade names, which may negatively affect its ability to build
brand recognition in its markets of interest.

BC currently owns issued trademark registrations and has trademark applications pending in order to build
name recognition among potential partners and customers in BC's markets of interest. However, such
trademark registrations and applications subject BC to risks of trademark invalidity, dilution and infringement.
BC'’s trademark registrations and applications may be subject to a governmental or third-party objection, and
may be challenged, infringed, circumvented or declared generic. If an issued trademark registration or
trademark application is successfully challenged, then BC may not be able to register or maintain such
trademark registration or application. Moreover, as BC’s products continue to be marketed, such products’
reliance on BC'’s trademarks to differentiate BC from its competitors may increase. BC may not be able to
prevent third parties from adopting, registering or using trademarks and trade dress that infringe, dilute or
otherwise violate BC's trademark rights, or from engaging in conduct that constitutes unfair competition,
defamation or other violations of BC’s trademark rights. In addition, owners of other registered trademarks or
trademarks that incorporate variations of BC's registered or unregistered trademarks or trade names may
pursue trade name or trademark infringement claims against BC. If BC is unable to establish name
recognition based on BC's trademarks and trade names, then BC may not be able to compete effectively in
its markets of interest, and BC’s business may be adversely affected.

Protecting BC'’s intellectual property rights in all jurisdictions worldwide would be prohibitively
expensive, and BC may not be able to adequately enforce its intellectual property rights.

Filing, prosecuting, and defending patents on drug candidates in all jurisdictions worldwide would be
prohibitively expensive. Moreover, the legal systems of certain countries, particularly certain developing
countries, do not favor the enforcement of patents, trade secrets and other intellectual property protection,
particularly those relating to biotechnology products, which could make it difficult for BC to prevent patent
infringement or marketing of competing products in violation of BC'’s intellectual property and proprietary
rights. In jurisdictions where BC has not obtained patent protection, competitors may be able to use BC’s
technologies to develop their own products and sell or import products made using BC'’s inventions in such
jurisdictions. These products may compete with BC’s products, and BC's existing patents or other intellectual
property rights may not be effective or sufficient to prevent them from competing.
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Intellectual property rights may not address all potential threats to BC’s business or competitive
advantage.

The degree of protection afforded by BC's intellectual property rights is uncertain because intellectual
property rights have limitations, and may not adequately protect BC's business or permit BC to maintain its
competitive advantage. The limitations of currently available intellectual property protection regimes include
that:

« others may be able to make products that are similar to BC’s drugs or drug candidates or utilize
similar technologies that are not covered by BC’'s owned and licensed patents;

« others may independently develop similar or alternative technologies or duplicate any of BC's
technologies without infringing, misappropriating or otherwise violating BC'’s intellectual property
rights;

« the proprietary technologies on which BC relies may not be patentable; and

« BC may choose not to file a patent for certain trade secrets or know-how, yet a third party may
subsequently file a patent covering such intellectual property.

Should any of these events occur, they could have a material adverse effect on BC's business, financial
condition, results of operations and prospects.

Risks Relating to BC’s Financial Position and Need for Additional Capital

BC may need to obtain additional financing to fund its expansion of research and development and
operations, which may not be available on acceptable terms, or at all. Failure to obtain this
necessary capital when needed may force BC to delay, limit or terminate certain of its productive
development programs, commercialization efforts or other operations.

The development, commercialization, manufacturing, marketing, sales and distribution of biopharmaceutical
products and product candidates is capital-intensive. BC's business operations and its implementation of
strategies will require significant funding, including:

« the costs of research and development programs for enriching and promoting BC’s product pipeline;

¢« the expenses associated with promoting academic marketing and expanding BC's sales and
distribution network;

« the outcome, costs and timing of seeking and obtaining regulatory approvals;
¢ the number and characteristics of product candidates that BC pursue;

¢ the funding required to consummate value accretive business development and strategic
collaborations;

¢ the costs and timing associated with manufacturing BC’s products and product candidates, and
establishing commercial supplies and sales, marketing and distribution capabilities;

* BC’s efforts to maintain, expand and defend the scope of its intellectual property portfolio, including
the amount and timing of any payments BC may be required to make, or that it may receive, in
connection with the licensing, filing, prosecution, defense and enforcement of any patents or other
intellectual property rights;

« the capital expenditure required to increase BC's production capacity and to expand and upgrade
BC'’s facilities; and

« BC'’s need and ability to retain key management and hire scientific, technical, business and medical
personnel.

In addition, many aspects of BC’s general business operations have on-going funding requirements that may
increase over time. While BC expects that the implementation of its strategies and business plans may
require BC to rely in part on external financing sources, BC’s ability to obtain additional capital on
commercially reasonable terms is subject to a variety of factors, many of which are outside of BC'’s control,
including BC's future financial condition, results of operations and cash flows, the global economic
conditions, industry and competitive conditions, interest rates, prevailing conditions in the credit markets and
government policies on lending. If BC cannot obtain additional capital on commercially reasonable terms or
at all, BC may not be able to execute its strategies and business plans as currently contemplated, which
could have a material adverse effect on BC's business, financial condition and results of operations.
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BC'’s high gross margin during the years ended December 31, 2021 and 2022 and the three months
ended March 31, 2023 may not be sustainable.

During the years ended December 31, 2021 and 2022, BC maintained a high level of gross margin. BC's
profit margins were 95.5% and 95.6% for the years ended December 31, 2021 and 2022, respectively, due
to our mature technology and significant cost reduction due to the scale effect. For the three months ended
March 31, 2023, BC's profit margin was 95.5%. However, there can be no assurance that BC will sustain a
similarly high gross margin in the future. Various factors may affect BC's gross margin, many of which are
beyond its control. For example, changes in the competitive landscape of the relevant markets may
decrease the average selling prices of BC’s products, which may have a negative effect on BC's gross
margin. Moreover, BC's gross margin will be influenced by various components of BC'’s costs, such as the
cost of raw materials. For details, see “—Risks Relating to Manufacture and Supply of BC’s Products—
Fluctuations in prices of BC'’s raw materials and energy supply, as well as other costs associated with BC'’s
production processes, may have a material adverse effect on BC if BC is not able to transfer the cost
increase to BC'’s customers” in this Risk Factors section.

BC'’s five largest customers accounted for a substantial amount of BC’s revenue during the years
ended December 31, 2021 and 2022, and three months ended March 31, 2023, which subjects BC to
concentration risks.

BC's five largest customers accounted for a substantial amount of BC’'s revenue for the years ended
December 31, 2021 and 2022 and the three months ended March 31, 2023. For details, see “BC’s Business
—Customers” in this proxy statement. As such, BC may be exposed to credit risks, and there can be no
assurance that it can properly assess and respond in a timely manner to changes in BC's customers’ credit
profile. As of December 31, 2021 and 2022, BC had certain concentrations of credit risk of 10% and 10%,
respectively. As of March 31, 2023, BC had certain concentrations of credit risk of 10%. In addition, as of
December 31, 2021, 53.7% and 85.1%, and as of December 31, 2022, 45.1% and 78.3%, of BC'’s trade
receivables were due from BC's largest customer and BC's five largest customers, respectively. As of March
31, 2023, 49.3% and 83.5% of BC's trade receivables were due from BC's largest customer and BC'’s five
largest customers, respectively. If such customers’ cash flows, working capital, financial condition or results
of operations decrease, they may be unable, or they may otherwise be unwilling, to pay trade receivables
owed to BC promptly or at all. Any substantial defaults or delays could materially and adversely affect BC's
cash flows, and if BC terminates its relationships with its customers as a result of such customers’ default or
payment delay, then that may adversely and materially affect BC's cash flows and operations.

If any of BC’s major customers stops purchasing BC’s products or substantially reduces order size in the
future, whether due to the termination or amendment of BC'’s contractual relationship with such customer, or
due to any other reason unrelated to BC, BC may not be able to identify and sell BC’s products to an
alternative customer in a timely manner, or at all. As a result, BC's business and financial performance may
be materially and adversely affected.

Share-based payments may cause dilution to BC’s existing shareholders and have a negative effect
on BC'’s financial performance.

BC adopted employee incentive plans for the benefit of BC's employees as remuneration for their services
provided to BC to incentivize and reward eligible persons who have contributed to the success of BC. During
the year ended December 31, 2021, BC reversed expenses for share-based compensation of $0.28 million.
During the year ended December 31, 2022, BC incurred expenses for share-based compensation of $1.28
million and during the three months ended March 31, 2023, BC incurred expenses for share-based
compensation of $0.2 million.

Effective upon the consummation of the Contributions, BC intends to terminate the 2021 Plan and all awards
outstanding thereunder. Thereafter, a sub-plan to the 2023 Omnibus Incentive Plan (the “PRC Sub-plan”)
will be used to facilitate grants of stock options to certain BC employees, on terms substantially similar in all
material respects to those previously outstanding under the 2021 Plan. Issuance of additional shares
pursuant to the PRC Sub-plan may dilute the ownership of the combined company'’s existing stockholders.

BC may face risk regarding the obsolescence of its inventories.

BC's inventories consist of raw materials, works in progress, semi-finished goods and finished goods. As of
December 31, 2021 and 2022, BC's inventories were valued at $5.7 million and $6.1 million, respectively,
and as of March 31, 2023, BC's inventories were valued at $5.7 million. During the years ended
December 31, 2021 and 2022, and the three months ended March 31, 2023, BC did not identify material
inventory items requiring impairment provisioning, and BC believes that maintaining appropriate levels of
inventory helps BC meet market demands in a timely manner. BC generally purchases supplies based on its
estimated demand and manufacturing capacity, and BC’s
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management system covers each stage of the warehousing process. The storage and distribution of BC's
inventories are closely monitored in order to keep BC's inventories and logbook consistent. However, as
BC’s business expands, BC's inventory levels may increase and the risk of obsolescence may increase
accordingly. Furthermore, any unexpected material fluctuations in the supplies or changes in customers’
preferences may lead to decreased demand and overstocking of supplies and increase the risk of
obsolescence.

If BC's intangible assets are impaired, BC's results of operations and financial condition may be
adversely affected.

BC has intangible assets primarily consisting of product development in progress, patents, technological
know-how, and computer software, which accounted for a considerable portion of BC's total assets as of
December 31, 2021 and 2022 and March 31, 2023. The value of BC's intangible assets is based on a
number of assumptions made by BC's management. If any of these assumptions do not materialize, or if the
performance of BC's business is not consistent with such assumptions, BC may have to write off a
significant portion of BC's intangible assets and record a significant impairment loss. In addition, BC's
determination on whether intangible assets are impaired requires an estimation of the carrying amount and
recoverable amount of an intangible asset. If the carrying amount exceeds its recoverable amount, BC's
intangible assets may be impaired, which could have a material adverse effect on BC's business, financial
condition and results of operations. For details of BC's accounting policies with respect to intangible assets,
see “Audited Financial Statements of Beijing Continent Pharmaceuticals Co., Ltd. —Summary of Significant
Accounting Policies” in this proxy statement.

If BC is subject to U.S. GAAP reporting requirements, it would be difficult and costly for BC to
comply with. If BC decides to convert its accounting standards of its financial statements from IFRS
to U.S. GAAP, there may be significant effect on its reported financial results.

The SEC permits foreign private businesses to present financial statements in accordance with IFRS as
issued by the IASB. In the future, if BC were required to change its basis of accounting from IFRS to U.S.
GAAP, it may be difficult and costly for BC to comply with.

At any time in the future, BC may decide to convert the accounting standards of its financial statements from
IFRS to U.S. GAAP. The application by BC of different accounting standards could have a significant effect
on BC's reported financial results. Additionally, U.S. GAAP is subject to interpretation by the Financial
Accounting Standards Board, the American Institute of Certified Public Accountants, the SEC, and various
bodies formed to promulgate and interpret appropriate accounting principles. A change in these principles or
interpretations could have a significant effect on BC's reported financial results.

BC may be subject to credit risk in collecting trade receivables due from its customers.

As of December 31, 2021 and 2022, BC's trade receivables amounted to $10.0 million and $15.6 million,
respectively, which primarily represented the balances due from BC's distributors. As of March 31, 2023,
BC's trade receivables amounted to $12.5, which primarily represented the balances due from BC's
distributors. BC's liquidity and cash flow are directly affected by its customers’ ability to pay BC in a timely
manner, but there can be no assurance that BC’'s customers will not default on BC in the future, despite
BC'’s efforts to conduct credit assessments. During the years ended December 31, 2021 and 2022, BC's
trade receivables turnover days were 37 days and 46 days, respectively. During the three months ended
March 31, 2023, BC's trade receivables turnover days were 54 days.

If any of BC'’s customers’ business, cash flow, conditions or results of operations decrease, such customers
may be unable or unwilling to pay trade receivables owed to BC promptly or at all. Bankruptcy or
deterioration of the credit condition of BC's major customers could also materially and adversely affect BC's
collection of trade receivables. For details of the risk associated with concentrations of credit risk that BC is
exposed to, see “—BC's five largest customers accounted for a substantial amount of BC'’s revenue during
the years ended December 31, 2021 and 2022, and three month ended March 31, 2023, which subjects BC
to concentration risks” in this Risk Factors section. If significant amounts due to BC is not settled in a timely
manner, BC may incur significant write-offs and BC’s liquidity and cash flow may be adversely affected.

BC has historically received government grants and has been entitled to preferential tax treatment,
but BC may not continue to receive government financial incentives in the future.

BC has historically received government grants in connection with certain of its research and development
and manufacturing activities, and recognized government grants under other income and gains of
$0.1 million and $0.9 million for the years ended December 31, 2021 and 2022, respectively, and $0.1 million
for the three months
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ended March 31, 2023. For details of the amounts of BC’s other recognized income, see Note 5 to the

Audited Financial Statements of Beijing Continent Pharmaceuticals Co., Ltd. to this proxy statement. BC was
also entitled to a preferential corporate income tax rate of 15% for each of the years ended December 31,

2021 and 2022 as a High and New Technology Enterprise. In addition, BC's ETUARY has been entitled to a

preferential value-added tax (“VAT") treatment at the tax rate of 3%. However, there can be no assurance of

the continued availability of such preferential treatment. BC's eligibility for government grants and

preferential tax rates depends on a variety of factors, including, but not limited to, the assessment of BC'’s
improvement on existing technologies, relevant government policies and the availability of funding at
different granting authorities. In addition, the timing, amount and criteria of government financial incentives
are determined within the sole discretion of the local PRC government authorities. Government financial
incentives are non-recurring in nature, and there can be no guarantee that BC will continue to receive
government incentives. In addition, some government financial incentives may be subject to the satisfaction
of certain conditions, including compliance with the applicable financial incentive agreements and completion
of the specific projects therein, which BC may not satisfy. Any reduction or elimination of the government

financial incentives BC currently receives could have an adverse effect on BC's financial condition.

Risks Relating to BC’s General Operations

BC may fail to sufficiently and promptly respond to clinical demand and market changes in the
pharmaceutical industry.

Clinical demand and market conditions for pharmaceutical products may change rapidly and significantly,
and BC'’s success in part depends on BC's ability to anticipate product offering lead-times and demand,
identify customer preferences and adapt BC’s products to these preferences. BC may need to adjust BC's
research and development plan, production scale and schedule, product portfolio and inventory levels based
on customer demand, sales trends and other market conditions. However, there can be no assurance that
BC will be able to sufficiently and promptly respond to changes in clinical demand and purchasing patterns
in a timely manner or at all.

Business disruptions could seriously harm BC'’s future revenue and financial condition and increase
BC'’s costs and expenses.

BC’s operations, and those of BC's distributors, suppliers, research institution collaborators and other
business partners, could be subject to natural or man-made disasters, health epidemics or business
interruptions, for which BC is predominantly self-insured. Damage or extended periods of interruption to BC's
and BC'’s partners’ administration, development, research, manufacturing or storage facilities due to fire,
natural disaster, health epidemic, power loss, communications failure, unauthorized entry or other events
could cause BC to cease or delay development or commercialization of some or all of BC's drug candidates,
seriously harm BC’s and its partners’ operations and financial condition and increase BC's and its partners’
costs and expenses.

BC is highly dependent on the services of its senior management team and if BC is not able to retain
these members of its management team and recruit and retain additional management, clinical and
scientific personnel, BC’s business may be harmed.

BC's success is highly dependent the services of its directors and senior management to manage BC's
business and operations, and BC's key research and development personnel to develop new products,
technologies and applications and to enhance BC's existing products. BC's ability to attract, hire, retain and
motivate qualified scientific, technical, clinical, manufacturing and sales and marketing personnel, as well as
other consultants and advisers, is also crucial for BC. Although BC has entered into employment
agreements and consulting agreements with each of BC's executives, employees, consultants and advisers,
they may terminate their agreements with BC at their election. The loss of the services of any of these
persons could impede the achievement of BC'’s research, development and commercialization objectives. If
BC is not able to retain its management and to attract, on terms acceptable to BC, additional qualified
personnel necessary for the continued development of BC's business, BC may not be able to sustain its
operations or grow.

BC competes for qualified personnel with other pharmaceutical and biotechnology companies, universities
and research institutions. The pool of suitable candidates is limited, and BC may not be able to hire and
retain enough skilled and experienced scientists or other technical personnel at the current level of wages,
and may need to offer higher compensation and other benefits, which could materially and adversely affect
BC's financial condition and results of operations.
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BC’s future performance will also depend, in part, on its ability to successfully integrate newly hired
executive officers into its management team and BC'’s ability to develop an effective working relationship
among senior management. BC’s failure to integrate these individuals and create effective working
relationships among them and other members of management could result in inefficiencies in the
development and commercialization of BC's product candidates, harming future marketing approvals, sales
of BC'’s product candidates and BC'’s results of operations.

BC’s business, results of operations and financial position may be adversely affected by the
ongoing COVID-19 pandemic.

BC's business operations have been, and may continue to be, negatively affected by the COVID-19
pandemic. For example, any temporary suspension of production, shortage of labor and raw materials or
disruption of local and international travel may affect imports related to BC’s business. In addition, the
completion of technological improvements to BC’'s manufacturing facilities may be delayed. The COVID-19
pandemic may delay the development progress of drug candidates due to a prolonged process of patient
enrollment for BC'’s ongoing clinical trials, the removal of enrolled patients and the delay of response from
the relevant governmental authorities reviewing BC'’s clinical trial applications.

COVID-19 has impacted the eligible patients for BC's trials, including BC's ongoing clinical trials of
pirfenidone in CTD-ILD and pneumoconiosis and its Phase 3 trial in Hydronidone and Phase 2 trial in F573,
which has resulted in delays in patient recruitment and the clinical results of BC's trials. Despite the
measures BC has taken to arrange procurement, manufacturing and sales in response to COVID-19, there
can be no assurance that BC will not be subject to further negative impact if the outbreak persists or
escalates. BC cannot forecast with certainty the future impact of additional outbreaks or government
restrictions, including further shelter-in-place or other government restrictions implemented in response to
such outbreaks, or the ability of BC's suppliers and other business partners to remain in business during the
ongoing pandemic or additional outbreaks. With the uncertainties surrounding the COVID-19 outbreak, the
risk to BC's business and the related financial impact remains uncertain.

BC may become a party or subject to litigation, legal disputes, claims, administrative proceedings or
other administrative measures, which may divert BC’s management’s attention and result in costs
and liabilities, and there can be no assurance that the results of such legal proceedings would favor
BC.

BC may from time to time become subject to various litigation, legal or contractual disputes, investigations or
administrative proceedings arising in the ordinary course of BC’'s business, including, but not limited to,
various disputes with or claims from BC'’s suppliers, customers, contractors, licensors, business partners and
other third parties that BC engages for its business operations. Ongoing or threatened litigation, legal
disputes, claims, investigations or administrative proceedings may divert BC's management's attention and
BC'’s time and resources. Furthermore, whether a certain litigation, dispute, investigation or proceeding may
have a materially adverse effect on BC is subject to a variety of factors, including, but not limited to, the facts
and circumstances of the proceeding, the likelihood of loss, the monetary amount at stake and the parties
involved. If any verdict or award is rendered against BC or if BC agrees to settle with an adverse party, BC
could be required to pay significant monetary damages, assume other liabilities and/or suspend or terminate
the related business projects. Negative publicity arising from litigation, legal disputes, investigations or
administrative proceedings may damage BC's reputation and adversely affect the image of BC's brands and
products.

If BC or its employees, distributors, agents, suppliers or affiliates engage, or are perceived to engage
in misconduct or breach of relevant agreements, including corrupt practices or unauthorized
distribution of confidential information, BC could be exposed to regulatory investigations, costs and
liabilities.

BC is subject to risks related to actions taken by BC, BC’'s employees, distributors, agents, suppliers or
affiliates that may or are perceived to constitute violations of anti-corruption and other related laws in
jurisdictions where BC conducts business. Allegations of corrupt practices against BC, BC's employees,
distributors, agents or affiliates or the pharmaceutical industry in general could generate negative publicity
and materially and adversely affect BC's reputation and business prospects. Despite BC's procedures and
controls to monitor compliance with applicable anti-corruption laws, BC may be exposed to risks for actions
taken by BC, BC's employees or distributors, in which case government authorities may seize the products
involved in any illegal or improper conduct engaged in by BC, BC’s employees or distributors. BC may also
be subject to claims, fines or suspension of its operations.
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BC may be subject to product liability claims that could expose BC to costs and liabilities.

BC is exposed to product liability risks as a result of developing, producing, marketing, promoting and selling
pharmaceutical products in the PRC and other jurisdictions. Such claims may arise if any of BC’s products
are deemed or proven to be unsafe, ineffective, defective or contaminated, or if BC is alleged to have
engaged in practices such as insufficient or improper labeling of products or providing inadequate,
insufficient or misleading warnings or disclosures regarding side effects. A product liability claim brought
against BC may, regardless of merit or outcome, result in reputational harm and strain on financial resources
and may consume the time and attention of BC's management. If BC is unable to successfully defend itself
against such claims, BC may, among others, be subject to product recalls, civil liability for physical injury,
death or other losses caused by BC's products, criminal liability and the revocation of BC’'s business
licenses. PRC laws and regulations currently do not require BC to, and BC does not, maintain liability
insurance to cover product liability claims. As a result, BC may not be able to recover BC’s losses resulting
from future product liability claims.

BC may grow its business in part through acquisitions, which may increase BC’s capital
requirements, dilute BC’s shareholders, cause BC to incur debt or assume contingent liabilities and
have material adverse effect on BC’s ability to manage its business, and BC may fail to successfully
complete such acquisitions or enhance post-acquisition performances in the future.

To enhance BC's growth and benefit BC's product development, technology advancement and distribution
network, BC may acquire businesses, products, technologies or know-how or enter into strategic
partnerships. Any completed, in-process or potential acquisition or strategic partnership may entail
numerous risks, including:

« inability to identify suitable acquisition targets and reach agreement on acceptable terms;

¢ lack of access to financing for acquisitions on acceptable terms or at all, or otherwise on assumption
of additional indebtedness or contingents and issuance of BC’s equity securities;

« failure to obtain or secure the governmental approvals and third-party consents necessary to
consummate any proposed acquisition;

¢ increased operating expenses, including research and development expenses due to an increased
number of drug candidates, administrative expenses and selling expenses;

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

« diversion of BC's management’s attention from BC's existing product programs and initiatives in
pursuing such a strategic merger or acquisition;

« difficulty in retention of key employees, the loss of key personnel and uncertainties in BC's ability to
maintain key business relationships;

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

« inability to generate revenue from acquired technology and/or products sufficient to meet BC's
objectives in undertaking the acquisition or even to offset the associated acquisition and
maintenance costs; and/or

« deficiencies in internal controls, data adequacy and integrity, product quality and regulatory
compliance and product liabilities in the acquired business BC discovers after such acquisition.

BC's plan to grow its business through such acquisitions may not materialize as expected.

BC'’s internal risk management and control system may not be adequate or effective to detect
potential risks in BC’s business as intended.

BC has an internal control system in place to monitor and control potential risk areas relevant to BC's
business operations. However, due to the inherent limitations in the design and implementation of BC's
internal control system, if external circumstances change substantially or extraordinary events take place,
BC'’s internal control system may not be sufficiently effective in identifying, managing and preventing all
risks. Further, integration of various business operations from future acquisitions may expose BC to
additional, unknown internal control risks, despite BC's efforts to anticipate such issues. BC'’s risk
management and internal controls also depend on effective
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implementation by BC’s employees. There can be no assurance that such implementation by BC's
employees will always function as intended, or such implementation will not be subject to human errors,
mistakes or intentional misconduct.

Breach, failure or disruption in or to BC’s information system could compromise sensitive
information related to its business and expose BC to liability or reputational harm, and BC’s ability to
effectively manage BC’s business operations could be adversely affected.

BC'’s information systems may fail and are subject to risks of breakdown, breach, interruption or damage
from computer viruses, computer hackers, malicious code, employee error or malfeasance, theft or misuse,
denial-of-service attacks, sophisticated nation-state and nation-state-supported actors, unauthorized access,
natural disasters, terrorism, war, telecommunication and electrical failures or other compromise. Any system
damage or failure that interrupts data input, retrieval or transmission or increases service time could disrupt
BC'’s normal operations, including the loss of clinical trial data from completed or future clinical trials. Loss of
clinical trial data could result in delays in BC’s regulatory approval efforts and significantly increase BC’s
costs to recover or reproduce the data. There can be no assurance that BC will be able to effectively handle
a failure of BC's information systems, or that BC will be able to restore BC’s operational capacity in a timely
manner or at all to avoid disruption to BC's business. To the extent that any disruption or security breach
were to result in a loss of, or damage to, BC’'s data or applications, or inappropriate use, disclosure of or
access to confidential or proprietary information, BC could incur liability, BC's competitive position could be
harmed and the further development and commercialization of BC's drugs and drug candidates could be
hindered or delayed.

BC may collect and store sensitive personal data in the ordinary course of BC's business. For details, see
“—Risks Relating to Extensive Governmental Regulations—BC is subject to stringent privacy laws,
information security policies and contractual obligations related to data privacy and security, and BC is
exposed to risks related to BC’s management of patient medical data and other personal or sensitive
information.” in this Risk Factors section. If personal data are compromised due to a material breach of BC's
information, the market perception of the effectiveness of BC’s security measures could be harmed and BC's
reputation and credibility could be damaged. BC could be subject to regulatory actions and/or claims made
by individuals and groups in private litigation involving privacy issues related to data collection and use
practices and other data privacy laws and regulations.

If BC fails to comply with environmental, health and safety laws and regulations, BC could become
subject to fines or penalties or incur costs that could materially and adversely affect BC’s business.

Because BC's operations involve the use of hazardous chemical materials and may produce hazardous
waste, BC is subject to numerous environmental, health and safety laws and regulations, including those
governing air emissions, discharge of water and the handling, use, storage, treatment and disposal of
hazardous materials and wastes. While BC has entered into hazardous waste disposal agreements with
third parties for the disposal of these materials and wastes, BC cannot eliminate the risk of contamination or
injury from these materials. In the event of contamination or injury resulting from BC's use of hazardous
materials, BC could be held liable for any resulting damages, and incur significant costs associated with civil
or criminal fines and penalties. Further, BC does not maintain insurance for environmental liability or toxic
tort claims that may be asserted against BC in connection with BC'’s storage, use or disposal of hazardous
materials and waste.

Increased labor costs negatively affect BC’s operations and have an adverse impact on BC’s
profitability.

BC's strategies and business growth may require BC to hire additional employees, and BC may also hire
additional employees as a result of acquisitions. The average cost of labor in the PRC has been steadily
increasing in recent years as a result of inflation, government-mandated wage increases and other changes
in PRC labor laws, as well as competition for talent and qualified employees among pharmaceutical
companies. As a result, increased labor costs could have negative effects on BC’'s growth and decrease
BC's profitability.

BC has limited insurance coverage, and any claims beyond BC’s insurance coverage may result in
substantial costs and a diversion of resources.

BC operates in the pharmaceutical industry, which involves numerous operating risks and occupational
hazards. The insurance policies BC maintains are required under the applicable laws and regulations as well
as based on BC's assessment of its operational needs and industry practice. For more details, see “BC’s
Business—Insurance” in this proxy statement. However, there can be no assurance that the existing
insurance coverage is sufficient to compensate
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for actual losses suffered or incurred. In addition, there are certain types of losses, such as losses from war,
acts of terrorism, health or public security hazards, earthquakes, typhoons, flooding and other natural
disasters, for which BC cannot obtain insurance at a reasonable cost or at all. If an uninsured loss or a loss
in excess of insured limits were to occur, BC's business, results of operations and financial condition may be
materially and adversely affected. For details of the specific risks of inadequate insurance coverage in the
event of product liability claims and environmental liabilities, see “—BC may be subject to product liability
claims that could expose BC to costs and liabilities” and “—If BC fails to comply with environmental, health
and safety laws and regulations, BC could become subject to fines or penalties or incur costs that could
materially and adversely affect the success of BC’s business,” respectively, in this section.

Changes in the U.S. and international trade policies, particularly with regards to the PRC, may
adversely impact BC’s business and operating results.

International market conditions and the international regulatory environment have historically been affected
by competition among countries and geopolitical frictions. Changes to trade policies, treaties and tariffs of
the jurisdictions in which BC operates, or the perception that these changes could occur, could adversely
affect the financial and economic conditions of the jurisdictions in which BC operates, as well as BC's
overseas expansion, BC's financial condition and results of operations.

For example, BC purchased raw materials from certain overseas suppliers through procurement agents
during the years ended December 31, 2021 and 2022. In the event that the countries from which BC’s
agents import raw materials impose export controls, trade restrictions or other trade barriers affecting the
exportation of such components or raw materials, BC may not be able to obtain a steady supply of
necessary components or raw materials at competitive prices, and BC’s business and operations may be
materially and adversely affected. In addition, the United States government has recently made significant
changes in its trade policy and has taken certain actions that may materially impact international trade, such
as announcing import tariffs which have led to other countries, including the PRC and members of the
European Union, imposing tariffs against the United States in response. There can be no assurances as to
whether and to what extent any such actions would have a significant effect on BC or BC'’s industry.

Risks Related to BC’s Business Operations in the PRC

The PRC government may intervene in or influence BC’s operations at any time, which could result
in a change in BC’s operations.

The PRC government has some oversight and discretion over the conduct of BC's business and may
intervene or influence BC's operations as the government deems appropriate to further regulatory, political
and societal goals. The PRC government has recently published new policies that significantly affected
certain industries such as the education and internet industries, and BC cannot rule out the possibility that it
will in the future release regulations or policies regarding BC’s industry that could require BC to seek
permission from the PRC authorities to continue to operate BC’s business that could potentially affect BC's
business, financial condition and results of operations. Furthermore, recent statements made by the PRC
government, including the Opinions on Strictly Cracking Down lllegal Securities Activities in Accordance with
the Law, and new rules published for comments by the PRC government, including the Trial Administrative
Measures of Overseas Securities Offering and Listing by Domestic Enterprises to become effective on
March 31, 2023, establish a new filing-based regime to regulate overseas offerings and listings by domestic
companies. If BC were to become subject to the direct intervention or influence of the PRC government at
any time due to changes in laws or other unforeseeable reasons, it may require a material change in BC's
operations.

In addition, the risks that the PRC government may intervene or influence the combined company’s
operations at any time following the consummation of the Contributions could significantly limit or completely
hinder the combined company’s ability to offer or continue to offer securities to investors and cause the
value of such securities to significantly decline or be worthless.
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The pharmaceutical industry in the PRC is highly regulated and such regulations are subject to
change, which may affect approval and commercialization of BC’s drugs and drug candidates.

The pharmaceutical industry in the PRC is subject to comprehensive government regulation and
supervision, encompassing the approval, registration, manufacturing, packaging, licensing and marketing of
new drugs. For details of a discussion of regulatory requirements that are applicable to BC's current and
planned business in the PRC, see “BC’s Business—Regulatory Requirements in the PRC" in this proxy
statement. BC believes its strategy and approach are consistent with the PRC government’'s policies, but
BC cannot ensure that its strategy and approach will continue to be consistent. In recent years, the
regulatory framework for the pharmaceutical industry in the PRC has undergone significant changes, and
BC expects that it will continue to undergo significant changes. Any such changes or amendments may
result in:

* increased compliance costs on BC's business;
¢ delays in or prevention of successful development or commercialization of BC’s drug candidates; or

*  reduction of the current benefits BC experiences and believes are available to BC from developing
and manufacturing drugs in the PRC.

The PRC authorities have also become increasingly vigilant in enforcing laws in the pharmaceutical industry,
and any failure by BC to maintain compliance with applicable laws and regulations may result in the
suspension or termination of BC's business activities in the PRC.

Adverse changes in political, economic and other policies of the PRC government could have a
material adverse effect on the overall economic growth of the PRC, which could reduce the demand
for BC’s products, or otherwise materially and adversely affect BC’s business, operations or
competitive position.

BC's business, results of operations, financial condition and prospects may be influenced to a significant
degree by economic, political, legal and social conditions in the PRC. The PRC'’s economy differs from the
economies of developed countries in many respects, including with respect to the amount of government
involvement, level of development, growth rate, control of foreign exchange, allocation of resources and an
evolving regulatory system. The PRC government has implemented various measures to encourage
economic development and guide the allocation of resources, but some of these measures may have a
negative effect on BC. For example, BC’s financial condition and results of operations may be adversely
affected by government control over capital investments or changes in tax regulations that are currently
applicable to BC. Growth of the PRC economy has been uneven across different regions and among various
economic sectors of the PRC, and there can be no assurance that future growth will be sustained at similar
rates or at all. If the business environment or economic conditions in the PRC deteriorates from the
perspective of domestic or international investment, BC's business may also be adversely affected.

There are uncertainties regarding the interpretation and enforcement of PRC laws, rules and
regulations.

The PRC legal system is a civil law system based on written codes and statutes. Unlike the common law
system, prior court decisions may be cited as persuasive authority, but have limited precedential value.
Since the late 1970s, the PRC government has promulgated a comprehensive system of laws, rules and
regulations governing economic matters in general. However, as these laws and regulations are relatively
recent and the number of published decisions is limited, their interpretation and enforcement involve
significant and certainties, and can be inconsistent and unpredictable. Since PRC administrative and court
authorities have significant discretion in interpreting and implementing statutory and contractual terms, it may
be more difficult to evaluate the outcome of administrative and court proceedings and the level of legal
protection BC may experience compared to developed legal systems. These uncertainties may impede BC’s
ability to enforce the contracts BC has entered into and could materially and adversely affect BC's business,
financial condition and results of operation.

Furthermore, PRC laws and regulations afford significant protection to state-owned assets. Contributions
that may lead to losses of state-owned assets are subject to heightened scrutiny by the competent
authorities, and the competent authorities have significant discretion in interpreting and implementing the
relevant laws and regulations. In the event BC or its affiliates conduct transactions with state-owned
enterprises or their affiliates, BC is exposed to risks and uncertainties involving the potential of loss of state-
owned assets, which may subject BC to liabilities and could materially and adversely affect BC's business,
financial condition and results of operation.
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The PRC legal system is based in part on government policies and internal rules, some of which are not
published on a timely basis or at all, and which may have a retroactive effect. As a result, BC may not be
aware of BC’s violation of these policies and rules until after the occurrence of the violation.

Litigants may experience difficulties in effecting service of legal process and enforcing judgments
against BC and BC’s management.

BC is incorporated under the laws of the PRC with limited liability, and substantially all of BC's assets are
located in the PRC. In addition, a majority of BC's directors and supervisors and all of BC's senior
management personnel reside within the PRC, and substantially all their assets are located within the PRC.
As a result, it may not be possible to effect service of process within the United States or elsewhere outside
the PRC upon BC or most of BC's directors, supervisors and senior management personnel.

When it comes to trans-jurisdictional recognition and enforcement of judgments, the PRC does not have
treaties providing for the reciprocal recognition and enforcement of judgments of courts with the United
States or many other countries. In addition, Hong Kong has no arrangement for the reciprocal enforcement
of judgments with the United States. As a result, recognition and enforcement in the PRC or Hong Kong of
judgments of a court obtained in the United States and any of the other jurisdictions mentioned above may
be difficult or impossible.

On July 14, 2006, Hong Kong and the PRC entered into the Arrangement on Reciprocal Recognition and
Enforcement of Judgments in Civil and Commercial Matters by the Courts of the Mainland and of the Hong
Kong Special Administrative Region Pursuant to Choice of Court Agreements Between Parties Concerned
(the “Arrangement”), pursuant to which a party with an enforceable final court judgment rendered by a Hong
Kong court requiring payment of money in a civil and commercial case according to a choice of court
agreement in writing may apply for recognition and enforcement of the judgment in the PRC. Similarly, a
party with an enforceable final judgment rendered by a PRC court requiring payment of money in a civil and
commercial case pursuant to a choice of court agreement in writing may apply for recognition and
enforcement of such judgment in Hong Kong. A choice of court agreement in writing is defined as any
agreement in writing entered into between parties after the effective date of the Arrangement in which a
Hong Kong court or a PRC court is expressly designated as the court having sole jurisdiction for the dispute.

On January 18, 2019, the Supreme People’s Court and the government of the Hong Kong Special
Administrative Region entered into the Arrangement on Reciprocal Recognition and Enforcement of
Judgments in Civil and Commercial Matters by the Courts of the Mainland and of the Hong Kong Special
Administrative Region (the “New Arrangement”), which seeks to establish a mechanism with further
clarification on and certainty for recognition and enforcement of judgments in a wider range of civil and
commercial matters between Hong Kong Special Administrative Region and the PRC. The New
Arrangement discontinued the requirements for a choice of court agreement for bilateral recognition and
enforcement. The New Arrangement will only take effect after the promulgation of a judicial interpretation by
the Supreme People’s Court and the completion of the relevant legislative procedures in the Hong Kong
Special Administrative Region. The New Arrangement will, upon its effectiveness, supersede the
Arrangement. Therefore, before the New Arrangement becomes effective it may be difficult or impossible to
enforce a judgment rendered by a Hong Kong court in the PRC if the parties in the dispute do not agree to
enter into a choice of court agreement in writing. As a result, it may be difficult or impossible for investors to
effect service of process against BC's assets or management in the PRC in order to seek recognition and
enforcement of foreign judgments in the PRC.

Implementation of the labor laws and regulations in the PRC may adversely affect BC’s business and
results of operations, and failure to fully comply with PRC labor-related laws may expose BC to
potential liabilities and penalties.

Pursuant to the PRC Labor Contract Law, employers are subject to stricter requirements in terms of signing
labor contracts, minimum wages, paying remuneration, determining the term of employees’ probation and
unilaterally terminating labor contracts. Due to lack of detailed interpretative rules and broad discretion of the
local competent authorities, it is uncertain as to how the labor contract law and its implementation rules will
affect BC’s current employment policies and practices. BC’'s employment policies and practices may violate
the labor contract law or its implementation rules, and BC may thus be subject to related penalties, fines or
legal fees.

Compliance with the labor contract law and its implementation rules may increase BC's operating expenses,
in particular, BC's personnel expenses. In the event that BC decides to terminate some of BC’s employees
or otherwise

97




TABLE OF CONTENTS

change BC’s employment or labor practices, the labor contract law and its implementation rules may also
limit BC's ability to effect those changes in a desirable or cost-effective manner, which could adversely affect
BC'’s business and results of operations. According to the PRC Social Insurance Law (the “Social Insurance
Law"), employees must patrticipate in pension insurance, work-related injury insurance, medical insurance,
unemployment insurance and maternity insurance, and the employers must, together with their employees
or separately, pay the social insurance premiums for such employees. Recently, the PRC government
enhanced its measures relating to social insurance collection, which may lead to stricter enforcement.

BC expects its labor costs to increase due to the implementation of these laws and regulations. Compliance
with the Social Insurance Law and its implementation rules may increase BC's operating expenses, in
particular, BC's personnel expenses. As the interpretation and implementation of these laws and regulations
are still evolving, there can be no assurance that BC's employment practice policy will at all times be
deemed to be in full compliance with labor-related laws and regulations in the PRC, which may subject BC
to labor disputes or government investigations. If BC is deemed to have violated relevant labor laws and
regulations, BC could be required to provide additional compensation to BC’'s employees and BC's business,
financial condition and results of operations could be materially and adversely affected.

Fluctuations in exchange rates may result in foreign currency exchange losses.

The change in the value of the Renminbi against other currencies may fluctuate and is affected by, among
other things, changes in the PRC’s political and economic conditions and the PRC'’s foreign exchange
policies, as well as supply and demand in the local market. BC is exposed to the risks of market forces or
government policies and their impact on the exchange rate between Renminbi or other currencies in the
future. Substantially all of BC's costs are denominated in Renminbi and most of BC's financial assets are
also denominated in Renminbi.

BC'’s operations are subject to and may be affected by changes in PRC tax laws and regulations.

The PRC government from time to time adjusts or changes its tax laws and regulations, and future
adjustments or changes to PRC tax laws and regulations, together with any uncertainty resulting therefrom,
could have an adverse effect on BC's results of operations. BC's ETUARY has been subject to a preferential
VAT treatment at the tax rate of 3%, applicable to a number of drugs for rare diseases, since March 2019.
However, there can be no assurance that BC's applicable VAT rate will stay the same or decrease, and any
future changes to the VAT policies may negatively impact the selling price of BC’'s products and future
approved drug candidates.

Furthermore, under the amended Individual Income Tax Law, foreign nationals who have no domicile in the
PRC, but have resided in the PRC for a total of 183 days or more in a tax year, are subject to PRC individual
income tax on their income gained within or outside the PRC. The amended Individual Income Tax Law may
materially affect BC's ability to attract and retain highly skilled foreign scientists and research technicians to
work in the PRC. BC is also subject to periodic examinations on fulfillment of BC's tax obligation under the
PRC tax laws and regulations by PRC tax authorities, and there can be no assurance that any such
examinations by PRC tax authorities would not result in fines, other penalties or actions that could adversely
affect BC’s business, financial condition and results of operations, as well as BC's reputation.

BC may be restricted from transferring BC’s scientific data abroad or using human genetic
resources collected in the PRC.

On March 17, 2018, the General Office of the State Council promulgated the Measures for the Management
of Scientific Data (the “Scientific Data Measures”), which provides a broad definition of scientific data and
relevant rules for the management of scientific data. According to the Scientific Data Measures, enterprises
in the PRC must seek governmental approval before any scientific data involving a state secret may be
transferred abroad or to foreign parties. Upon approval by the competent authorities, the enterprise shall
undergo the required procedures, and enter into the confidentiality agreements with the users of the
scientific data. Further, any researcher conducting research funded at least in part by the PRC government
is required to submit relevant scientific data for management by the entity to which such researcher is
affiliated before such data may be published in any foreign academic journal. Given that the term “state
secret” is not clearly defined, if and to the extent any data collected or generated in connection with BC'’s
R&D of medical drug candidates are subject to the Scientific Data Measures and any subsequent laws as
required by the relevant government authorities, there can be no assurance that BC can always obtain
relevant approvals for sending scientific data (such as the results of BC'’s pre-clinical studies or clinical trials
conducted within the PRC) abroad or to BC's foreign partners in the PRC. As a result, BC may be subject to
fines and other administrative penalties imposed by those government authorities.
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In addition, pursuant to the Service Guide for Administrative Licensing Items Concerning Examination and
Approval of Sampling, Collecting, Trading or Exporting Human Genetic Resources, or Taking Such
Resources out of the PRC (the “Service Guide”), the sampling, collection or research activities of human
genetic resources through clinical trials is required to be filed online with the China Human Genetic
Resources Management Office. Furthermore, the Administrative Regulations on Human Genetic Resources
of the PRC (the “Human Genetic Resources Regulation”) stipulates that collecting human genetic resources
of the PRC’s important genetic families and specific regions, or collecting those human genetic resources in
such categories and quantities as prescribed by the administrative department for science and technology
under the State Council, preserving the PRC’s human genetic resources and providing the basic platform for
scientific research, utilization of the PRC’s human genetic resources for international cooperation in scientific
research, as well as transporting the PRC’s materials of human genetic resources abroad shall be subject to
the approval of the administrative department for science and technology under the State Council.

If BC is unable to obtain necessary approvals or comply with the regulatory requirements in a timely manner,
or at all, BC's R&D of drug candidates may be hindered. If the relevant government authorities consider the
transmission of BC’s scientific data or collection and usage of human genetic resources to be in violation of
the requirements under applicable PRC laws and regulations, BC may be subject to fines and other
administrative penalties imposed by those government authorities. Furthermore, it is possible that the
regulation may be interpreted and applied in a manner that is inconsistent with BC’s clinical trial practices,
potentially resulting in the confiscation of human genetic resources samples and associated data and
administrative fines.

Changes in the political and economic policies of the PRC government or relations between the PRC
and the United States may affect BC’s business, financial condition and results of operations.

Due to BCs operations in the PRC, BC's business, results of operations and financial condition may be
influenced to a certain degree by economic, political, legal and social conditions in the PRC or changes in
government relations between the PRC and the United States or other governments. There is significant
uncertainty about the future relationship between the United States and the PRC with respect to trade
policies, treaties, government regulations and tariffs. the PRC’s economy differs from the economies of
developed countries in many respects, including with respect to the amount of government involvement,
level of development, growth rate, control of foreign exchange and allocation of resources. While the PRC’s
economy has experienced significant growth over the past four decades, growth has been uneven across
different regions and among various economic sectors. The PRC government has implemented various
measures to encourage economic development and guide the allocation of resources. Some of these
measures may benefit the overall PRC economy, but may have a negative effect on BC. In addition, in the
past, the PRC government implemented certain measures, including interest rate increases, to control the
pace of economic growth. These measures may cause a decrease in economic activity in the PRC, which
may affect BC's business and results of operations.

During the years ended December 31, 2021 and 2022, BC relied on certain overseas suppliers to obtain raw
materials, and BC has relied on collaboration with entities in foreign countries and regions in connection with
its business operations. BC may also pursue partnerships with entities in foreign countries and regions in the
future. BC's business is therefore subject to changing international economic, regulatory, social and political
conditions, and local conditions in foreign countries and regions. As a result, the PRC’s political relationships
with those foreign countries and regions may affect development and commercialization of BC’s drugs and
drug candidates.

Additionally, the PRC'’s political relationships with those foreign countries and regions may also affect BC's
current and future relationships with third parties. There can be no assurance that BC’s existing or potential
collaborators will not alter their perception of BC or their preferences as a result of adverse changes to the
state of political relationships between the PRC and the relevant foreign countries or regions, and such
alteration may cause a decline in the demand for BC’s products and adversely affect BC's business, financial
condition, results of operations, cash flows and prospects.

In July 2021, the PRC government provided new guidance on the PRC-based companies raising capital
outside of the PRC, including through arrangements called variable interest entities (“VIES”). In light of such
developments, the SEC has imposed enhanced disclosure requirements on the PRC-based companies
seeking to register securities with the SEC. Although BC does not have a VIE structure, due to BC's
operations in the PRC, any future PRC, U.S. or other rules and regulations that place restrictions on capital
raising or other activities by companies with operations
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in the PRC could affect BC’s business and results of operations. If the business environment in the PRC
deteriorates from the perspective of domestic or international investment, or if relations between the PRC
and the United States or other governments deteriorate, the PRC government may intervene with BC’s
operations and BC's business in the PRC and United States.

Changes in U.S. and PRC regulations may impact BC’s business, its operating results and its ability
to raise capital.

The U.S. government, including the SEC, has made statements and taken certain actions that led to
changes to United States and international relations, and will impact companies with connections to the
United States or the PRC, including imposing several rounds of tariffs affecting certain products
manufactured in the PRC, imposing certain sanctions and restrictions in relation to the PRC and issuing
statements indicating enhanced review of companies with certain operations based in the PRC. It is
unknown whether and to what extent new legislation, executive orders, tariffs, laws or regulations will be
adopted, or the effect that any such actions would have on companies with significant connections to the
United States or to the PRC, BC'’s industry or on BC. BC conducts research activities and has business
operations both in the United States and the PRC. Any unfavorable government policies on cross-border
relations and/or international trade, including increased scrutiny on companies with certain operations based
in the PRC, capital controls or tariffs, may affect the competitive position of BC's drug products, the hiring of
scientists and other research and development personnel, the demand for BC’s drug products, the import or
export of raw materials in relation to drug development or BC's ability to raise capital, or prevent BC from
selling its drug products in certain countries. Furthermore, the SEC has issued statements primarily focused
on companies with certain operations based in the PRC, such as BC. For example, on July 30, 2021, Gary
Gensler, Chairman of the SEC, issued a Statement on Investor Protection Related to Recent Developments
in the PRC, pursuant to which Chairman Gensler stated that he has asked the SEC staff to engage in
targeted additional reviews of filings for companies with certain operations based in the PRC. The statement
also addressed risks inherent in companies with VIE structures. BC does not have a VIE structure and is not
in an industry that is subject to foreign ownership limitations by the PRC. However, it is possible that the
combined company’s periodic reports and other filings with the SEC may be subject to enhanced review by
the SEC and this additional scrutiny could affect BC’s ability to effectively raise capital in the United States.

In response to the SEC’s July 30, 2021 statement, the China Securities Regulatory Commission (“CSRC")
announced on August 1, 2021 that “[i]t is our belief that Chinese and U.S. regulators shall continue to
enhance communication with the principle of mutual respect and cooperation, and properly address the
issues related to the supervision of the PRC-based companies listed in the U.S. so as to form stable policy
expectations and create benign rules framework for the market.” While the CSRC will continue to collaborate
“closely with different stakeholders including investors, companies, and relevant authorities to further
promote transparency and certainty of policies and implementing measures,” it emphasized that it “has
always been open to companies’ choices to list their securities on international or domestic markets in
compliance with relevant laws and regulations.”

On February 17, 2023, the CSRC issued the Trial Administrative Measures of Overseas Securities Offering
and Listing by Domestic Enterprises (the “Trial Measures”), which became effective on March 31, 2023. On
the same date, CSRC circulated No. 1 to No. 5 Supporting Guidance Rules, the Notes on the Trial
Measures, the Notice on Administration Arrangements for the Filing of Overseas Listings by Domestic
Enterprises and the relevant CSRC Answers to Reporter Questions on the official website of CSRC. These
new regulations propose to establish a new filing-based regime to regulate overseas offerings and listings by
PRC domestic companies. Accordingly, on May 22, 2023, BC submitted the filing documents pursuant to the
Trial Measures to the CSRC that must be accepted prior to the anticipated closing of the Contributions. In
June 2023, BC received comments from the CSRC on its filing materials, and BC filed its responses and
supplemental materials to the CSRC. As of the date of this filing, BC has not received final confirmation from
the CSRC regarding the completion of the Trial Measures filing process.

There is still uncertainty as to whether BC will be able to complete the filing, and if it is unable to complete
the filing process, BC will have to suspend or terminate the Contributions. Furthermore, pursuant to the Trial
Measures, if domestic enterprises fail to fulfill the filing procedures or offer and list in an overseas market
against the prohibited circumstances, they would be warned and fined not less than approximately $144,092
but not more than approximately $1.4 million. The controlling shareholder or the actual controller of a
domestic enterprise who organizes or instructs to engage in such illegal acts will be fined not less than
approximately $144,092 but not more than approximately $1.4 million. If the filing materials of a domestic
enterprise contain false records, misleading statements or material omissions, the CSRC will order
correction, issue a warning, and impose a fine of not less than
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approximately $144,092 and not more than approximately $1.4 million. The controlling shareholder or actual
controller of a domestic enterprise who organizes or directs to engage in the illegal acts in the preceding
paragraph, or conceals the relevant matters leading to the occurrence of the foregoing, shall be subject to a
fine of not less than approximately $144,092 and not more than approximately $1.4 million.

If any new legislation, executive orders, tariffs, laws and/or regulations are implemented, if existing trade
agreements are renegotiated, if the U.S. or the PRC governments take retaliatory actions due to the recent
U.S.-PRC tension or if the PRC government exerts more oversight and control over securities offerings that
are conducted in the United States, such changes could have an adverse effect on BC'’s business, financial
condition and results of operations, and BC'’s ability to raise capital.

Compliance with the PRC’s new Data Security Law, Cyber Security Law, Cybersecurity Review
Measures, Personal Information Protection Law, regulations and guidelines relating to the multi-level
protection scheme on cyber security and any other future laws and regulations may entail
significant expenses and could affect BC’s business.

The PRC has implemented or will implement rules and is considering a number of additional proposals
relating to data protection. The Data Security Law provides that the data processing activities must be
conducted based on “data classification and hierarchical protection system” for the purpose of data
protection and prohibits entities in the PRC from transferring data stored in the PRC to foreign law
enforcement agencies or judicial authorities without prior approval by the PRC government.

Additionally, the PRC’s Cyber Security Law and the Administrative Measures for the Hierarchical Protection
of Information Security requires companies to take certain organizational, technical and administrative
measures and other necessary measures to ensure the security of their networks and data stored on their
networks. Under the multi-level protection scheme (“MLPS”), entities operating information systems must
have a thorough assessment of the risks and the conditions of their information and network systems to
determine the level of the entity’s information and network systems. These levels range from the lowest
Level 1 to the highest Level 5 pursuant to a series of national standards on the grading and implementation
of the classified protection of cyber security. The grading result will determine the set of security protection
obligations that entities must comply with. Entities classified as Level 2 or above should report the grade to
the relevant government authority for examination and approval.

Recently, the Cybersecurity Administration of China (“CAC”) has taken action against several PRC internet
companies in connection with their initial public offerings on U.S. securities exchanges for alleged national
security risks and improper collection and use of the personal information of PRC data subjects. According to
the official announcement, the action was initiated based on the National Security Law, the Cyber Security
Law and the Cybersecurity Review Measures, which are aimed at “preventing national data security risks,
maintaining national security and safeguarding public interests.”

Pursuant to the Revised CAC Measures, critical information infrastructure operators procuring network
products and services, and online platform operators (as opposed to “data processors” in the Revised Draft
CAC Measures) carrying out data processing activities which affect or may affect national security, shall
conduct a cybersecurity review pursuant to the provisions therein. In addition, online platform operators
possessing personal information of more than one million users seeking to be listed on foreign stock markets
must apply for a cybersecurity review. On November 14, 2021, the CAC further published the Regulations
on Network Data Security Management (Draft for Comment), or the Draft Management Regulations, under
which data processors refer to individuals and organizations who determine the data processing activities in
terms of the purpose and methods at their discretion. The Draft Management Regulations reiterate that data
processors shall be subject to cybersecurity review if (i) they process personal information of more than one
million persons and they are aiming to list on foreign stock markets or (ii) their data processing activities
affect or may affect PRC national security. The Draft Management Regulations also request data processors
seeking to list on foreign stock markets to annually assess their data security by themselves or through data
security service organizations, and submit the assessment reports to relevant competent authorities. As the
Draft Management Regulations are released only for public comment, the final version and the effective date
thereof is subject to change.

As of the date of this proxy statement, BC has not received any notice from any PRC regulatory authority
identifying BC as a “critical information infrastructure operator,” “online platform operator” or “data
processor,” or requiring BC to go through the cybersecurity review procedures pursuant to the Revised CAC
Measures and the Draft
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Management Regulations. Based on BC’s understanding of the Revised CAC Measures, and the Draft
Management Regulations if enacted as currently proposed, BC does not expect to become subject to
cybersecurity review by the CAC for issuing securities to foreign investors because: (i) the clinical and
preclinical data BC handles in its business operations, either by its nature or in scale, do not normally trigger
significant concerns over PRC national security and (ii) BC has not processed, and does not anticipate to
process in the foreseeable future, personal information for more than one million users or persons. However,
there remains uncertainty as to how the Revised CAC Measures, and the Draft Management Regulations, if
enacted as currently proposed, will be interpreted or implemented. Furthermore, there remains uncertainty
as to whether the PRC regulatory authorities may adopt new laws, regulations, rules, or detailed
implementation and interpretation in relation, or in addition, to the Revised CAC Measures and the Draft
Management Regulations. While BC intends to closely monitor the evolving laws and regulations in this area
and take all reasonable measures to mitigate compliance risks, BC cannot guarantee that its business and
operations will not be adversely affected by the potential impact of the Revised CAC Measures, the Draft
Management Regulations or other laws and regulations related to privacy, data protection and information
security.

Furthermore, the Personal Information Protection Law provides a comprehensive set of data privacy and
protection requirements that apply to the processing of personal information and expands data protection
compliance obligations to cover the processing of personal information of persons by organizations and
individuals in the PRC, and the processing of personal information of persons in the PRC outside of the PRC
if such processing is for purposes of providing products and services to, or analyzing and evaluating the
behavior of, persons in the PRC. The Personal Information Protection Law also provides that critical
information infrastructure operators and personal information processing entities who process personal
information meeting a volume threshold to be set by PRC cyberspace regulators are also required to store in
the PRC personal information generated or collected in the PRC, and to pass a security assessment
administered by PRC cyberspace regulators for any export of such personal information. Lastly, the Personal
Information Protection Law contains proposals for significant fines for serious violations of up to
approximately $7.2 million or 5% of annual revenues from the prior year and may also be ordered to
suspend any related activity by competent authorities. BC does not maintain, nor does BC intend to maintain
in the future, personally identifiable health information of patients in the PRC.

Interpretation, application and enforcement of these laws, rules and regulations evolve from time to time and
their scope may continually change, through new legislation, amendments to existing legislation or changes
in enforcement. Compliance with the PRC’'s new Cyber Security Law and Data Security Law could
significantly increase the cost to BC of providing BC's service offerings, require significant changes to BC's
operations or even prevent BC from providing certain service offerings in jurisdictions in which BC currently
operates or in which BC may operate in the future. Despite BC's efforts to comply with applicable laws,
regulations and other obligations relating to privacy, data protection and information security, it is possible
that BC'’s practices, offerings or platform could fail to meet all of the requirements imposed on BC by the
Cyber Security Law, the Data Security Law and/or related implementing regulations. Any failure on BC's part
to comply with such law or regulations or any other obligations relating to privacy, data protection or
information security, or any compromise of security that results in unauthorized access, use or release of
personally identifiable information or other data, or the perception or allegation that any of the foregoing
types of failure or compromise has occurred, could damage BC’s reputation, discourage new and existing
counterparties from contracting with BC or result in investigations, fines, suspension or other penalties by
PRC government authorities and private claims or litigation, any of which could adversely affect BC's
business, financial condition and results of operations. Even if BC's practices are not subject to legal
challenge, the perception of privacy concerns, whether or not valid, may harm BC’s reputation and brand
and adversely affect BC's business, financial condition and results of operations. Moreover, the legal
uncertainty created by the Data Security Law, the Revised CAC Measures and the recent PRC government
actions could adversely affect BC'’s ability, on favorable terms, to raise capital.

BC may be exposed to liabilities under the U.S. Foreign Corrupt Practices Act, or the FCPA, and
similar anti-corruption and anti-bribery laws of the PRC and other countries in which BC operates, as
well as U.S. and certain foreign export controls, trade sanctions and import laws and regulations.
Compliance with these legal requirements could limit BC’s ability to compete in foreign markets, and
any determination that BC has violated these laws could have a material adverse effect on BC’s
business or BC'’s reputation.

BC'’s operations are subject to the FCPA and similar anti-bribery or anti-corruption laws, regulations or rules
of the PRC and other countries in which BC operates. The FCPA and these other laws generally prohibit BC,
BC's officers and BC’'s employees and intermediaries from, directly or indirectly, offering, authorizing or
making improper
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payments to non-U.S. government officials for the purpose of obtaining or retaining business or other
advantage. BC may engage third parties for clinical trials outside of the United States, to sell BC's products
abroad and/or to obtain necessary permits, licenses, patent registrations and other regulatory approvals. BC
has direct or indirect interactions with officials and employees of government agencies or government-
affiliated hospitals, universities and other organizations. As BC'’s business expands, the applicability of the
FCPA and other anti-bribery laws to BC's operations will increase. If BC's procedures and controls to
monitor anti-bribery compliance fail to protect BC from reckless or criminal acts committed by BC's
employees or agents or if BC, or BC's employees, agents, contractors or other collaborators, fail to comply
with applicable anti-bribery laws, BC'’s reputation could be harmed and BC could incur criminal or civil
penalties, other sanctions and/or significant expenses, which could have a material adverse effect on BC's
business, including BC’s financial condition, results of operations, cash flows and prospects.

In addition, BC’s products may be subject to U.S. and foreign export controls, trade sanctions and import
laws and regulations. Governmental regulation of the import or export of BC’s products, or BC's failure to
obtain any required import or export authorization for BC’s products, when applicable, could harm BC's
international or domestic sales and adversely affect BC's revenue. Compliance with applicable regulatory
requirements regarding the export of BC's products may create delays in the introduction of BC’s products in
international markets or, in some cases, prevent the export of BC's products to some countries altogether.
Furthermore, U.S. export control laws and economic sanctions prohibit the shipment of certain products and
services to countries, governments and persons targeted by U.S. sanctions. If BC fails to comply with export
and import regulations and such economic sanctions, penalties could be imposed, including fines and/or
denial of certain export privileges. Moreover, any new export or import restrictions, new legislation or shifting
approaches in the enforcement or scope of existing regulations, or in the countries, persons or products
targeted by such regulations, could result in decreased use of BC's products by, or in BC's decreased ability
to export BC'’s products to, existing or potential customers with international operations. Any decreased use
of BC’s products or limitation on BC's ability to export or sell BC's products would likely adversely affect BC's
business.

Restrictions on currency exchange, including the risks of transferring cash outside of the PRC, may
limit BC’s ability to receive and use effectively financing in foreign currencies.

BC's ability to obtain currency exchange is subject to significant foreign exchange controls and, in the case
of transactions under the capital account, requires the approval of and/or registration with PRC government
authorities, including the State Administration of Foreign Exchange, or SAFE. In particular, if BC finances by
means of foreign debt from BJC Limited or other foreign lenders, the amount is not allowed to, among other
things, exceed the statutory limits and such loans must be registered with the local branch of SAFE. If BC
finances by means of additional capital contributions, these capital contributions are subject to registration
with the State Administration for Market Regulation or its local branch, reporting of foreign investment
information with the Ministry of Commerce of the PRC (“MOFCOM”), or its local branch or registration with
other governmental authorities in the PRC.

In light of the various requirements imposed by PRC regulations on loans to, and direct investment in, PRC-
based entities by offshore holding companies, there can be no assurance that BC will be able to complete
the necessary government requirements or obtain the necessary government approvals on a timely basis, if
at all, with respect to future loans or capital contributions by BC. If BC fails to adhere to such requirements or
obtain such approval, BC’s ability to capitalize or otherwise fund BC’'s PRC operations, including BC's
technology development may be negatively affected, which could materially and adversely affect BC's ability
to fund and expand BC's business.

PRC regulations relating to the establishment of offshore special purpose companies by residents in
the PRC may subject BC’s PRC resident beneficial owners in the PRC to liability or penalties, or may
otherwise adversely affect BC.

The Circular on Relevant Issues Concerning Foreign Exchange Control on Domestic Residents’ Offshore
Investment and Financing and Roundtrip Investment through Special Purpose Vehicles, or SAFE Circular 37
requires residents of the PRC to register with local branches of SAFE in connection with their direct
establishment or indirect control of an offshore entity, for the purpose of overseas investment and financing,
with such residents’ legally owned assets or equity interests in domestic enterprises or offshore assets or
interests, referred to in SAFE Circular 37 as a “special purpose vehicle.” The term “control” under SAFE
Circular 37 is broadly defined as the operation rights, beneficiary rights or decision-making rights acquired by
residents of the PRC in the offshore special purpose vehicles or PRC companies by such means as
acquisition, trust, proxy, voting rights, repurchase, convertible bonds or other
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arrangements. SAFE Circular 37 further requires amendment to the registration in the event of any changes
with respect to the basic information of or any significant changes with respect to the special purpose
vehicle, such as an increase or decrease of capital contributed by PRC residents, share transfer or
exchange, merger, division or other material events. If the shareholders of the offshore holding company
who are residents of the PRC do not complete their registration with the local SAFE branches, the PRC
subsidiaries may be prohibited from making distributions of profits and proceeds from any reduction in
capital, share transfer or liquidation to the offshore parent company and from carrying out subsequent cross-
border foreign exchange activities, and the offshore parent company may be restricted in its ability to
contribute additional capital into its PRC subsidiaries. Moreover, failure to comply with the SAFE registration
and amendment requirements described above could result in liability under PRC law for evasion of
applicable foreign exchange restrictions.

Certain residents of the PRC may hold direct or indirect interests in BC's company, and BC will request
residents of the PRC who BC knows hold direct or indirect interests in BC’s company, if any, to make the
necessary applications, filings and amendments as required under SAFE Circular 37 and other related rules.
However, BC may not at all times be fully aware or informed of the identities of BC's shareholders or
beneficial owners that are required to make such registrations, and BC cannot provide any assurance that
these residents will comply with BC’s requests to make or obtain any applicable registrations or comply with
other requirements under SAFE Circular 37 or other related rules. The failure or inability of BC's PRC
resident shareholders to comply with the registration procedures set forth in these regulations may subject
BC to fines or legal sanctions, restrictions on BC's cross-border investment activities. Moreover, failure to
comply with the various foreign exchange registration requirements described above could result in liability
under PRC law for circumventing applicable foreign exchange restrictions. As a result, BC's business
operations and BC's ability to make distributions to you could be materially and adversely affected.

Any failure to comply with PRC regulations regarding the registration requirements for BC’s
employee equity incentive plans may subject BC to fines and other legal or administrative sanctions,
which could adversely affect BC’s business, financial condition and results of operations.

Pursuant to the Notices on Issues Concerning the Foreign Exchange Administration for Domestic Individuals
Participating in Stock Incentive Plans of Overseas Publicly Listed Companies, or the Stock Option Rules and
other relevant rules and regulations, PRC citizens or non-PRC citizens residing in the PRC for a continuous
period of not less than one year who participate in any stock incentive plan of an overseas publicly listed
company, subject to a few exceptions, are required to register with SAFE through a domestic qualified
agent, which could be a PRC subsidiary of such overseas listed company, and complete certain procedures.
BC'’s employees who are PRC citizens or who reside in the PRC for a continuous period of not less than one
year and who participate in Catalyst's stock incentive plans will be subject to such regulation. BC plans to
assist BC's employees to register their equity awards. However, any failure of PRC individual beneficial
owners and holders of equity awards under Catalyst's stock incentive plans to comply with the SAFE
registration requirements may subject them to fines and legal sanctions.

Since BC is a legal entity registered in Beijing, PRC, it is classified as a PRC tax resident for PRC
income tax purposes by default, and such classification results in unfavorable tax consequences to
BC and its non-PRC shareholders.

Under Atrticle 2 of the PRC Enterprise Income Tax Law, a resident enterprise is an enterprise that is
established within the territory of the PRC or an enterprise established with a “de facto management body”
within the PRC.

BC is a PRC tax resident for PRC tax purposes by default because it is a legal entity registered in Beijing,
PRC. Because BC is a PRC tax resident for PRC enterprise income tax purposes, BC is subject to PRC tax
at a rate of 25% on its world-wide income, which materially reduces BC’s net income. In addition, BC is also
subject to PRC tax resident income tax reporting obligations.

Furthermore, because BC is a PRC tax resident for enterprise income tax purposes, gains realized on the
Contributions may be subject to PRC tax, at a rate of 10% in the case of non-PRC enterprises or 20% in the
case of non-PRC individuals (in each case, subject to the provisions of any applicable tax treaty), if such
gains are deemed to be from PRC sources.
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BC and its shareholders face uncertainties with respect to indirect transfers of equity interests in
PRC resident enterprises or other assets attributed to a PRC establishment of a non-PRC company,
or other assets attributable to a PRC establishment of a non-PRC company. Enhanced scrutiny over
acquisition transactions by the PRC tax authorities may have a negative impact on potential offshore
restructuring transactions or sales of the shares of BC’s offshore holding companies or investments
where PRC taxable assets are involved.

The PRC tax authorities have enhanced their scrutiny over the direct or indirect transfer of certain taxable
assets, including, in particular, equity interests in a PRC resident enterprise, by a non-resident enterprise by
promulgating and implementing Notice of Ministry of Finance and State Administration of Taxation (“SAT") on
Several Issues relating to Treatment of Corporate Income Tax Pertaining to Restructured Business
Operations of Enterprises (“Circular 59”) and the Notice on Strengthening Administration of Enterprise
Income Tax for Share Transfers by Non-PRC Resident Enterprises (“Circular 698”). Pursuant to the Bulletin
on Issues of Enterprise Income Tax and Indirect Transfers of Assets by Non-PRC Resident Enterprises
(“Bulletin 7") an “indirect transfer” of assets, including equity interests in a PRC resident enterprise, by non-
PRC resident enterprises may be recharacterized and treated as a direct transfer of PRC taxable assets, if
such arrangement does not have a reasonable commercial purpose and was established for the purpose of
avoiding payment of PRC enterprise income tax. As a result, gains derived from such indirect transfer may
be subject to PRC enterprise income tax.

According to Bulletin 7, “PRC taxable assets” include assets attributed to an establishment in the PRC,
immoveable properties located in the PRC, and equity investments in PRC resident enterprises, in respect of
which gains from their transfer by a direct holder, being a non-PRC resident enterprise, would be subject to
PRC enterprise income taxes. When determining whether there is a “reasonable commercial purpose” of the
transaction arrangement, factors to be taken into consideration include: whether the main value of the equity
interest of the relevant offshore enterprise derives from PRC taxable assets; whether the assets of the
relevant offshore enterprise mainly consists of direct or indirect investment in the PRC or if its income mainly
derives from the PRC; whether the offshore enterprise and its subsidiaries directly or indirectly holding PRC
taxable assets have real commercial nature which is evidenced by their actual function and risk exposure;
the duration of existence of the business model and organizational structure; the replicability of the
transaction by direct transfer of PRC taxable assets; and the tax situation of such indirect transfer and
applicable tax treaties or similar arrangements. In respect of an indirect offshore transfer of assets of a PRC
establishment, the resulting gain is to be included with the enterprise income tax filing of the PRC
establishment or place of business being transferred, and would consequently be subject to PRC enterprise
income tax at a rate of 25%. Where the underlying transfer relates to the immoveable properties located in
the PRC or to equity investments in a PRC resident enterprise, which is not related to a PRC establishment
or place of business of a non-resident enterprise, a PRC enterprise income tax at 10% would apply, subject
to available preferential tax treatment under applicable tax treaties or similar arrangements, and the party
who is obligated to make the transfer payments has the withholding obligation. Where the payor fails to
withhold any or sufficient tax, the transferor shall declare and pay such tax to the tax authority by itself within
the statutory time limit. Late payment of applicable tax will subject the transferor to default interest. Bulletin 7
does not apply to transactions of sale of shares by investors through a public stock exchange where such
shares were acquired from a transaction through a public stock exchange.

Bulletin 7 may be determined by the tax authorities to be applicable to some of BC'’s offshore restructuring
transactions or sales of the shares of BC's offshore holding companies or investments where PRC taxable
assets are involved. The transferors and the transferees may be subject to tax filing or withholding and tax
payment obligations, while BC may be requested to assist in such filings. Furthermore, the transferors or the
transferees (as withholding agent) may be required to spend valuable resources to comply with Bulletin 7 or
to establish that the transferors should not be taxed under Bulletin 7, for BC's previous and future
restructuring or disposal of shares of BC's offshore subsidiaries. The PRC tax authorities have the discretion
under Bulletin 7 to adjust the taxable capital gains based on the difference between the fair value of the
taxable assets transferred and the cost of investment. If the PRC tax authorities adjust the taxable income of
the transactions under Bulletin 7, income tax costs on the transferor side associated with such potential
acquisitions or disposals will increase.

BC faces uncertainties on the reporting and consequences on future private equity financing transactions,
share exchange or other transactions involving the transfer of shares in BC by investors that are non-PRC
resident enterprises. The PRC tax authorities may pursue such non-resident enterprises with respect to a
filing or the transferees with respect to withholding obligation, and request BC to assist in the filing. As a
result, non-resident
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enterprises in such transactions may become at risk of being subject to filing obligations or being taxed,
under Circular 59 or Bulletin 7 and Bulletin 37, and may be required to expend valuable resources to comply
with Circular 59, Bulletin 7 and Bulletin 37 or to establish that its non-resident enterprises should not be
taxed under these circulars.

The PRC tax authorities have the discretion under SAT Circular 59, Bulletin 7 and Bulletin 37 to adjust the
taxable capital gains based on the difference between the fair value of the taxable assets transferred and
the cost of investment. Although BC currently has no plans to pursue any acquisitions in the PRC or
elsewhere in the world, BC may pursue acquisitions in the future that may involve complex corporate
structures. Because BC is a PRC tax resident by default, and if the PRC tax authorities adjust the taxable
income of the transactions under SAT Circular 59 or Bulletin 7 and Bulletin 37, BC’s income tax costs
associated with such potential acquisitions will be increased, which may have an adverse effect on BC's
financial condition and results of operations.

Risks Related to the Combined Company

In determining whether you should approve the issuance of shares of Catalyst Common Stock, the change
of control resulting from the Contributions and other matters related to the Contributions, as applicable, you
should carefully read the following risk factors in addition to the risks described above.

The market price of the combined company’s common stock is expected to be volatile, and the
market price of the common stock may drop following the Contributions.

The market price of the combined company’s common stock following the Contributions could be subject to
significant fluctuations. Some of the factors that may cause the market price of the combined company’s
common stock to fluctuate include:

« timing and results of INDs, preclinical studies and clinical trials of the combined company’s product
candidates, or those of the combined company’s competitors or the combined company’s existing
or future collaborators;

¢ the success of competitive products or announcements by potential competitors of their product
development efforts;

« failure to meet or exceed financial and development projections the combined company may
provide to the public;

« failure to meet or exceed the financial and development projections of the investment community;

« if the combined company does not achieve the perceived benefits of the Contributions as rapidly or
to the extent anticipated by financial or industry analysts;

« announcements of significant acquisitions, strategic collaborations, joint ventures or capital
commitments by the combined company or its competitors;

¢ actions taken by regulatory agencies with respect to the combined company’s product candidates,
clinical studies, manufacturing process or sales and marketing terms;

« disputes or other developments relating to proprietary rights, including patents, litigation matters
and the combined company’s ability to obtain patent protection for its technologies;

« additions or departures of key personnel;
* lawsuits, including patent or stockholder litigation;

¢ if securities or industry analysts do not publish research or reports about the combined company’s
business, or if they issue adverse or misleading opinions regarding its business and stock;

« changes in the market valuations of similar companies;

* geo-political developments, general market or macroeconomic conditions including inflation and
interest rates;

« market conditions in the pharmaceutical and biotechnology sectors;

¢ changes in the structure of healthcare payment systems;
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« announcement of expectation of additional financing efforts;
« sales of securities by the combined company or its securityholders in the future;

¢ if the combined company fails to raise an adequate amount of capital to fund its operations and
continued development of its product candidates;

¢ trading volume of the combined company’s common stock;

*  publicity or announcements by competitors of new commercial products, clinical progress or lack
thereof, significant contracts, commercial relationships or capital commitments;

« the impact of any natural disasters or public health emergencies, such as the COVID-19 pandemic;

¢ the introduction of technological innovations or new product candidates that compete with the
products and services of the combined company; and

*  period-to-period fluctuations in the combined company'’s financial results.

Moreover, the stock markets in general have experienced substantial volatility that has often been unrelated
to the operating performance of individual companies. These broad market fluctuations may also adversely
affect the trading price of the combined company’s common stock. In addition, macroeconomic conditions, a
recession, depression or other sustained adverse market event resulting from the spread of COVID-19 or
otherwise could materially and adversely affect the combined company’s business and the value of its
common stock. 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 such companies. Furthermore,
market volatility may lead to increased shareholder activism if the combined company experiences a market
valuation that activists believe is not reflective of its intrinsic value. Activist campaigns that contest or conflict
with the combined company’s strategic direction or seek changes in the composition of its board of directors
could have an adverse effect on its operating results and financial condition.

Following the Contributions, the combined company may be unable to integrate successfully and
realize the anticipated benefits of the Contributions.

The Contributions involves the combination of two companies which currently operate as independent
companies. The combined company may fail to realize some or all of the anticipated benefits of the
Contributions if the integration process takes longer than expected or is more costly than expected.

Potential difficulties the combined company may encounter in the integration process include the following:

¢ the inability to successfully combine the businesses of Catalyst and BC in a manner that permits
the combined company to achieve the anticipated benefits from the Contributions, which would
result in the anticipated benefits of the Contributions not being realized partly or wholly in the time
frame currently anticipated or at all;

¢ creation of uniform standards, controls, procedures, policies and information systems; and

« potential unknown liabilities and unforeseen increased expenses, delays or regulatory conditions
associated with the Contributions.

In addition, Catalyst and BC have operated and, until the completion of the Contributions, will continue to
operate, independently. It is possible that the integration process also could result in the diversion of each
company’s management’s attention, the disruption or interruption of, or the loss of momentum in, each
company’s ongoing businesses or inconsistencies in standards, controls, procedures and policies, any of
which could adversely affect the combined company’s ability to maintain its business relationships or the
ability to achieve the anticipated benefits of the Contributions, or could otherwise adversely affect the
business and financial results of the combined company.
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The combined company could potentially need additional funding before it can complete the
development of its product candidates. If the combined company is unable to obtain such additional
capital on favorable terms, on a timely basis or at all, it would be forced to delay, reduce or eliminate
its product development, clinical programs and ability to partner with third parties or enter into
strategic collaborations, and may not have the capital required to otherwise operate its business.

Developing pharmaceutical products, including conducting preclinical studies and clinical trials, is expensive.
The combined company has only generated revenues from the commercial sale of ETUARY and will not be
able to generate any additional product revenues until the combined company receives approval to sell its
other product candidates from the FDA, NMPA or other regulatory authorities. The cash expected from both
Catalyst and BC at closing, in addition to the funds generated by the combined company’s revenue, is
expected to fund operations for at least the next twelve months. As the combined company has only
generated revenue from commercial sales of ETUARY to date and does not expect to generate any
additional revenue from its other drug candidates for at least twelve months through the combined
company’s Phase 2a trial, if ever, the combined company will need to raise substantial additional capital in
order to fund its future research and development, including its plans for new clinical trials, product
development, partnerships with third parties and strategic collaborations.

The combined company may seek to raise additional funds through various potential sources, such as equity
and debt financings, or through strategic collaborations and license agreements. There can be no
assurance that the combined company will be able to secure such additional sources of funds to support its
operations or, if such funds are available, that such additional financing will be sufficient to meet its needs.
Moreover, to the extent that the combined company raises additional funds by issuing equity securities, its
stockholders may experience additional significant dilution and new investors could gain rights, preferences
and privileges senior to the holders of common stock. Debt financing, if available, may involve restrictive
covenants. To the extent that the combined company raises additional funds through collaboration and
licensing arrangements, it may be necessary to relinquish some rights to its technologies or product
candidates, or grant licenses on terms that may not be favorable.

Given the combined company’s capital constraints, it will need to prioritize spending on its clinical and
preclinical programs. If the combined company is unable to raise sufficient funds to support its planned
operations, it may elect to discontinue certain of its ongoing activities or programs. The combined company’s
inability to raise additional funds could also prevent it from taking advantage of opportunities to pursue
promising new or existing programs in the future.

The combined company’s forecasts regarding its beliefs in the sufficiency of its financial resources to support
its planned operations are forward-looking statements and involve significant risks and uncertainties, and
actual results could vary as a result of a number of factors, including the factors discussed elsewhere in this
“Risk Factors” section. These estimates are based on assumptions that may prove to be wrong, and the
combined company could utilize its available capital resources sooner than currently expected.

The combined company will incur additional costs and increased demands upon management as a
result of complying with the laws and regulations affecting public companies.

The combined company will incur significant legal, accounting and other expenses as a public company that
BC did not incur as a private company, including costs associated with public company reporting obligations
under the Exchange Act. Several members of the combined company’s management team will be executive
officers of BC prior to the Contributions, some of whom have not previously managed and operated a public
company. These executive officers and other personnel will need to devote substantial time to gaining
expertise related to public company reporting requirements and compliance with applicable laws and
regulations to ensure that the combined company complies with all of these requirements. Any changes the
combined company makes to comply with these obligations may not be sufficient to allow it to satisfy its
obligations as a public company on a timely basis, or at all. These reporting requirements, rules and
regulations, coupled with the increase in potential litigation exposure associated with being a public
company, could also make it more difficult for the combined company to attract and retain qualified persons
to serve on the board of directors or on board committees or to serve as executive officers, or to obtain
certain types of insurance, including directors’ and officers’ insurance, on acceptable terms.
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The unaudited pro forma condensed combined financial data for Catalyst and BC included in this
proxy statement is preliminary, and the combined company’s actual financial position and
operations after the Contributions may differ materially from the unaudited pro forma financial data
included in this proxy statement.

The unaudited pro forma financial data for Catalyst and BC included in this proxy statement is presented for
illustrative purposes only and is not necessarily indicative of the combined company’'s actual financial
condition or results of operations of future periods, or the financial condition or results of operations that
would have been realized had the entities been combined during the periods presented. The unaudited pro
forma financial statements have been derived from the historical financial statements of Catalyst and BC and
adjustments and assumptions have been made regarding the combined company after giving effect to the
Contributions. The information upon which these adjustments and assumptions have been made is
preliminary, and these kinds of adjustments and assumptions are difficult to make with accuracy. Moreover,
the unaudited pro forma financial statements do not reflect all costs that are expected to be incurred by the
combined company in connection with the transactions or that have been incurred since the date of such
unaudited pro forma financial statements. The assumptions used in preparing the unaudited pro forma
financial information may not prove to be accurate, and other factors may affect the combined company’s
financial condition following the transaction. The combined company’s actual results and financial position
after the Contributions may differ materially and adversely from the unaudited pro forma financial data
included in this proxy statement. For more information see the section entitled “Selected Historical and
Unaudited Pro Forma Condensed Combined Financial Information—Unaudited Pro Forma Condensed
Combined Financial Information” beginning on page 319.

Provisions that will be in the combined company’s certificate of incorporation and bylaws and
provisions under Delaware law could make an acquisition of the combined company, which may be
beneficial to its stockholders, more difficult and may prevent attempts by its stockholders to replace
or remove its management.

Provisions that will be included in the combined company’s certificate of incorporation and bylaws may
discourage, delay or prevent a merger, acquisition or other change in control of the combined company that
stockholders may consider favorable, including transactions in which its common stockholders might
otherwise receive a premium price for their shares. These provisions could also limit the price that investors
might be willing to pay in the future for shares of the combined company’'s common stock, thereby
depressing the market price of its common stock. In addition, because the combined company’s board of
directors will be responsible for appointing the members of the combined company’s management team,
these provisions may frustrate or prevent any attempts by the combined company’s stockholders to replace
or remove its current management by making it more difficult for stockholders to replace members of the
combined company’s board of directors. Among other things, these provisions will:

« continue the use of a classified board of directors such that not all members of the combined
company board of directors are elected at one time;

¢ allow the authorized number of the combined company’s directors to be changed only by resolution
of its board of directors;

¢ limit the manner in which stockholders can remove directors from the combined company’s board
of directors;

¢ provide for advance notice requirements for stockholder proposals that can be acted on at
stockholder meetings and for nominations to the combined company’s board of directors;

«  limit who may call stockholder meetings;
« limit actions by the combined company’s stockholders by written consent;

¢ authorize the combined company’s board of directors to issue preferred stock without stockholder
approval, which could be used to institute a “poison pill” that would work to dilute the stock
ownership of a potential hostile acquirer, effectively preventing acquisitions that have not been
approved by the combined company’s board of directors; and

* require the approval of the holders of at least two-thirds of the votes that all combined company
stockholders would be entitled to cast to amend or repeal certain provisions of the combined
company’s certificate of incorporation or bylaws.

Moreover, because the combined company is incorporated in Delaware, it is governed by the provisions of
Section 203 of the DGCL, which generally prohibits a person who, together with their affiliates and
associates, owns
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15% or more of the company’s outstanding voting stock from, among other things, merging or combining
with the company for a period of three years after the date of the transaction in which the person acquired
ownership of 15% or more of the company’s outstanding voting stock, unless the merger or combination is
approved in a prescribed manner.

The certificate of incorporation and bylaws of the combined company will generally provide that the
Court of Chancery of the State of Delaware is the exclusive forum for substantially all disputes
between the combined company and its stockholders, which could limit its stockholders’ ability to
obtain a favorable judicial forum for disputes with the combined company or its directors, officers or
other employees.

The certificate of incorporation and bylaws of the combined company will provide that, unless the company
consents in writing to the selection of an alternative forum, the Court of Chancery of the State of Delaware
(or, if the Court of Chancery does not have jurisdiction, the federal district court for the District of Delaware or
other state courts of the State of Delaware) is the sole and exclusive forum for the following types of
proceedings: (1) any derivative action or proceeding brought on the combined company’s behalf, (2) any
action asserting a claim of breach of a fiduciary duty owed by any of the combined company’s directors,
officers, employees or stockholders to the company or its stockholders, (3) any action asserting a claim
arising pursuant to any provision of the DGCL or as to which the DGCL confers jurisdiction on the Court of
Chancery of the State of Delaware or (4) any action asserting a claim arising pursuant to any provision of the
combined company’s restated certificate of incorporation or its bylaws (in each case, as they may be
amended from time to time) or governed by the internal affairs doctrine. This choice of forum provision will
not apply to suits brought to enforce a duty or liability created by the Securities Act, the Exchange Act or any
other claim for which federal courts have exclusive jurisdiction.

This exclusive forum provision may make it more expensive for stockholders to bring a claim than if the
stockholders were permitted to select another jurisdiction and may limit a stockholder’s ability to bring a
claim in a judicial forum that it finds favorable for disputes with the combined company or its directors,
officers or other employees or stockholders, which may discourage such lawsuits against the combined
company and its directors, officers and other employees and stockholders. Alternatively, if a court were to
find the choice of forum provision contained in the combined company’s certificate of incorporation and
bylaws to be inapplicable or unenforceable in an action, the combined company may incur additional costs
associated with resolving such action in other jurisdictions, which could materially and adversely affect its
business, financial condition and results of operations.

The combined company’s ability to utilize its net operating loss carryforwards and tax credit
carryforwards may be subject to limitations.

As of December 31, 2022, Catalyst had approximately $194.1 of federal and $3.6 of state net operating loss
carryforwards (“NOLs") available to reduce future taxable income. Under Section 382 and Section 383 of the
Code and corresponding provisions of state law, if a corporation undergoes an “ownership change,” its
ability to use its pre-change NOLs and other pre-change tax attributes (such as research tax credits) to offset
its post-change income may be limited. A Section 382 “ownership change” is generally defined as a greater
than 50 percentage point change (by value) in its equity ownership by certain stockholders over a three-year
period. Such limitations may result in expiration of a portion of the NOL carryforwards before utilization. The
Company determined that ownership changes occurred December 31, 2007, August 20, 2015, April 13,
2017, February 15, 2018; February 18, 2020, and December 26, 2022. Approximately $156.5 million and
$75.2 million of the NOLs will expire unutilized for federal and California purposes, respectively. The
Contributions, if completed, may result in an additional ownership change and Catalyst may experience
additional ownership changes in the future due to subsequent shifts in its stock ownership (some of which
are outside of its control).

In addition, the combined company’s ability to use its NOLs to offset potential future taxable income and
related income taxes that would otherwise be due is dependent upon the combined company’s generation of
future taxable income, and Catalyst and BC cannot predict with certainty when, or whether, the combined
company will generate sufficient taxable income to use all of its NOLs.

Even if the combined company achieves profitability, it may not be able to utilize a material portion of
Catalyst's or the combined company’s NOLs and other tax attributes, which could have a material adverse
effect on cash flow and results of operations. Similar provisions of state tax law may also apply to limit the
combined company’s use of accumulated state tax attributes. There is also a risk that due to regulatory
changes, such as suspensions on the use of NOLs, or other unforeseen reasons, the combined company’s
existing NOLs could expire or otherwise be unavailable to offset future income tax liabilities.
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Changes in tax laws or in their implementation may adversely affect the combined company’s
business and financial condition.

The rules dealing with U.S. federal, state and local income taxation are constantly under review by persons
involved in the legislative process and by the IRS and the U.S. Treasury Department. Changes in tax law
may adversely affect the combined company’s business or financial condition or holders of its common
stock. In recent years, many such changes have been made and changes are likely to continue to occur in
the future. It cannot be predicted whether, when, in what form or with what effective dates tax laws,
regulations and rulings may be enacted, promulgated or issued, which could result in an increase in the
combined company’s or its stockholders’ tax liability or require changes in the manner in which the
combined company operates in order to minimize or mitigate any adverse effects of changes in tax law.
Prospective investors should consult their tax advisors regarding the potential consequences of changes in
tax law on combined company’s business and on the ownership and disposition of its common stock.

Catalyst and BC do not anticipate that the combined company will pay any cash dividends in the
foreseeable future.

The current expectation is that the combined company will retain its future earnings, if any, to fund the
growth of the combined company’s business as opposed to paying dividends. As a result, capital
appreciation, if any, of the common stock of the combined company will be your sole source of gain, if any,
for the foreseeable future.

An active trading market for the combined company’s common stock may not develop and its
stockholders may not be able to resell their shares of common stock for a profit, if at all.

Prior to the Contributions, there had been no public market for shares of BC common shares. An active
trading market for the combined company’s common stock may never develop or be sustained following the
Effective Time. In the absence of an active trading market for the combined company’s common stock,
investors may be unable to sell their shares. In addition, there can be no assurance that, at the time of the
extraordinary general meeting, the combined company will have received confirmation from Nasdaq of the
listing of the combined company’s common stock, or that approval will be obtained prior to the
consummation of the Contributions, and it is possible that such condition to the consummation of the
Contributions may be waived by the parties to the Business Combination Agreement. As a result, you may
be asked to vote to approve the Contributions and the other proposals included in this proxy statement
without such confirmation, and, further it is possible that such confirmation may never be received and the
Contributions could still be consummated if such condition is waived in writing by the parties to the Business
Combination Agreement and therefore the combined company’s common stock would not be listed on any
nationally recognized securities exchange.

Future sales of shares by existing stockholders could cause the combined company’s stock price to
decline.

If existing securityholders of Catalyst and BC sell, or indicate an intention to sell, substantial amounts of the
combined company’s common stock in the public market after legal restrictions on resale discussed in this
proxy statement lapse, the trading price of the common stock of the combined company could decline.
Based on shares outstanding as of December 31, 2022, and shares expected to be issued upon completion
of the Contributions, the combined company is expected to have outstanding a total of approximately
1,148,532,798 shares of common stock immediately following the completion of the Contributions (before
adjustment for the reverse stock split). All outstanding shares of common stock, other than shares held by
affiliates of the combined company, will be freely tradable, without restriction, in the public market. In
addition, shares of common stock that are subject to outstanding options of BC will become eligible for sale
in the public market to the extent permitted by the provisions of various vesting agreements and Rules 144
and 701 under the Securities Act. If these shares are sold, the trading price of the combined company’s
common stock could decline.

The combined company will be a “controlled company” within the meaning of the Nasdaq listing
standards and, as a result, will qualify for, and intend to rely on, exemptions from certain corporate
governance requirements. The stockholders of the combined company will not have the same
protections afforded to stockholders of companies that are subject to such requirements.

After the consummation of the Contributions, the GNI Parties will control a majority of the voting power of
combined company outstanding common stock. As a result, the combined company will qualify as a
“controlled company” within the meaning of the corporate governance standards of Nasdaq. Under these
rules, a listed company of which more than 50% of the voting power with respect to the election of directors
is held by an individual, group
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or another company is a “controlled company” and may elect not to comply with certain corporate
governance requirements, including the requirement that (i) a majority of the combined company board of
directors consist of independent directors, (ii) director nominees be selected or recommended to the board
entirely by independent directors and (iii) the compensation committee be composed entirely of independent
directors.

Following the consummation of the Contributions, the combined company intends to rely on some or all of
these exemptions. As a result, at least initially, the combined company will not have a majority of
independent directors, and the combined company’s compensation committee and nominating committee
will not consist entirely of independent directors. Accordingly, you may not have the same protections
afforded to stockholders of companies that are subject to all of the corporate governance requirements of
Nasdagq.

After completion of the Contributions, the combined company’s executive officers, directors and
principal stockholders will have the ability to control or significantly influence all matters submitted
to the combined company’s stockholders for approval.

Upon the completion of the Contributions, it is anticipated that the combined company’s executive officers,
directors and principal stockholders will, in the aggregate, beneficially own approximately 8.0% of the
combined company’s outstanding shares of common stock. As a result, if these stockholders were to choose
to act together, they would be able to control or significantly influence all matters submitted to the combined
company’s stockholders for approval, as well as the combined company’s management and affairs. For
example, these persons, if they choose to act together, would control or significantly influence the election of
directors and approval of any merger, consolidation or sale of all or substantially all of the combined
company’s assets. This concentration of voting power could delay or prevent an acquisition of the combined
company on terms that other stockholders may desire.

The combined company may be exposed to increased litigation, including stockholder litigation,
which could have an adverse effect on the combined company’s business and operations.

The combined company may be exposed to increased litigation from stockholders, suppliers and other third
parties due to the combination of Catalyst's business and BC'’s business following the Contributions. Such
litigation may have an adverse impact on the combined company’s business and results of operations or
may cause disruptions to the combined company’s operations. In addition, in the past, stockholders have
initiated class action lawsuits against biotechnology companies following periods of volatility in the market
prices of these companies’ stock. Such litigation, if instituted against the combined company, could cause
the combined company to incur substantial costs and divert management'’s attention and resources, which
could have a material adverse effect on the combined company’s business, financial condition and results of
operations.

If equity research analysts do not publish research or reports, or publish unfavorable research or
reports, about the combined company, its business or its market, its stock price and trading volume
could decline.

The trading market for the combined company’s common stock will be influenced by the research and
reports that equity research analysts publish about it and its business. Equity research analysts may elect
not to provide research coverage of the combined company’s common stock after the completion of the
Contributions, and such lack of research coverage may adversely affect the market price of its common
stock. In the event it does have equity research analyst coverage, the combined company will not have any
control over the analysts or the content and opinions included in their reports. The price of the combined
company’s common stock could decline if one or more equity research analysts downgrade its stock or issue
other unfavorable commentary or research. If one or more equity research analysts ceases coverage of the
combined company or fails to publish reports on it regularly, demand for its common stock could decrease,
which in turn could cause its stock price or trading volume to decline.

The combined company’s internal control over financial reporting may not meet the standards
required by Section 404 of the Sarbanes-Oxley Act, and failure to achieve and maintain effective
internal control over financial reporting in accordance with Section 404 of the Sarbanes-Oxley Act,
could have a material adverse effect on the combined company’s business and share price.

As a privately held company, BC was not required to evaluate its internal control over financial reporting in a
manner that meets the standards of publicly traded companies required by Section 404 of the Sarbanes-
Oxley Act, or Section 404. Following the Contributions, the combined company’s management will be
required to report on the effectiveness of the combined company’s internal control over financial reporting.
The rules governing the standards that must be met for the combined company’s management to assess the
combined company’s internal control over financial reporting are complex and require significant
documentation, testing and possible remediation.
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Any failure to maintain effective internal control over financial reporting could severely inhibit the combined
company’s ability to accurately report its financial condition, results of operations or cash flows. If the
combined company is unable to conclude that its internal control over financial reporting is effective, or if the
combined company'’s independent registered public accounting firm determines the combined company has
a material weakness or significant deficiency in the combined company’s internal control over financial
reporting once that firm begins its reporting on internal control over financial reporting, investors may lose
confidence in the accuracy and completeness of the combined company’s financial reports, the market price
of the combined company’s common stock could decline and the combined company could be subject to
sanctions or investigations by Nasdaq, the SEC or other regulatory authorities. Failure to remedy any
material weakness in the combined company’s internal control over financial reporting, or to implement or
maintain other effective control systems required of public companies, could also restrict the combined
company'’s future access to the capital markets.

The PRC-operations portion of the combined company’s audit may be conducted by an independent
registered public accounting firm that is not subject to inspection by the Public Company
Accounting Oversight Board (“PCAOB”), which may negatively impact investor sentiment towards
the combined company or its PRC operations, which could adversely affect the market price of the
combined company’s common stock.

On December 18, 2020, the Holding Foreign Companies Accountable Act (the “HFCAA") was signed into
law. The HFCAA requires that the SEC identify issuers that retain an auditor that has a branch or office that
is located in a foreign jurisdiction and that the PCAOB determines it is unable to inspect or investigate
completely because of a position taken by an authority in that foreign jurisdiction. As the combined company
may have an auditor that is located in the PRC, a jurisdiction where the PCAOB has been unable to conduct
inspections without the approval of the PRC authorities, they would not be subject to inspection. Among
other things, the HFCAA requires the SEC to prohibit the securities of any issuer from being traded on any of
the U.S. national securities exchanges, such as The Nasdaq Capital Market, or on the U.S. “over-the-
counter” markets, if the auditor of the issuer’s financial statements is not subject to PCAOB inspections for
three consecutive “non-inspection” years after the law became effective.

On December 29, 2022, the Accelerating Holding Foreign Companies Accountable Act (the “AHFCAA”) was
signed into law as part of a package of bills. The AHFCAA reduces the number of consecutive non-
inspection years required for triggering the listing and trading prohibitions under the HFCAA from three years
to two years, thus reducing the time period before the combined company’s securities may be prohibited
from trading or delisted.

On December 16, 2021, the PCAOB issued a report on its determination that it is unable to inspect or
investigate completely PCAOB-registered accounting firms headquartered in the PRC and in Hong Kong.

On December 2, 2021, the SEC adopted final amendments to its rules implementing the HFCAA and
established procedures to identify issuers and prohibit the trading of the securities of certain registrants as
required by the HFCAA. This rule stated that only the principal accountant, as defined by Rule 2-05 of
Regulation S-X and PCAOB AS 1205, is “deemed ‘retained’ for purposes of Section 104(i) of the Sarbanes-
Oxley Act and the Commission’s determination of whether the registrant should be a Commission Identified
Issuer.” The HFCAA does not apply to registrants that retain a principal accountant that is headquartered in
the U.S. and subject to PCAOB inspection. Accordingly, if the combined company’s principal accountant is
headquartered in the United States, then the HFCAA would not apply.

On December 15, 2022, the PCAOB announced that it was able to conduct inspections and investigations of
PCAOB-registered public accounting firms headquartered in mainland PRC and Hong Kong in 2022. The
PCAOB vacated its previous 2021 determinations accordingly. While vacating those determinations, the
PCAOB noted that, should it encounter any impediment to conducting an inspection or investigation of
auditors in mainland PRC or Hong Kong as a result of a position taken by any authority there, the PCAOB
would act to immediately reconsider the need to issue new determinations consistent with the HFCAA and
PCAOB's Rule 6100.

If the combined company’s operations require its independent registered public accounting firm be located in
the PRC or Hong Kong in order to comply with the standards of the PCAOB regarding principal auditor then
the HFCAA would apply to the combined company, including the potential delisting from The Nasdaq Capital
Market and prohibition from trading in the over-the counter market in the United States. Such a restriction
would negatively impact the combined company’s ability to raise capital. The combined company’s
operations will likely require such an auditor to act as its principal auditor. Additionally, it is possible that in
the future Congress could amend the
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HFCAA or the SEC could modify its regulations to apply the restrictions, including trading prohibitions and
delisting, under the HFCAA in situations in which an independent registered public accounting firm in the
PRC or Hong Kong performs part of the audit such as in the combined company’s current situation. There
are currently no such proposals.

Inspections of auditors conducted by the PCAOB in territories outside of the PRC have at times identified
deficiencies in those auditors’ audit procedures and quality control procedures, which may be addressed as
part of the inspection process to improve future audit quality. The lack of PCAOB inspections of audit work
undertaken in the PRC prevents the PCAOB from evaluating the effectiveness of such audits and such
auditors’ quality control procedures. As a result, investors are deprived of the potential benefits of such
PCAOB inspections, which could cause investors and potential investors in the combined company’s
common stock to lose confidence in the audit procedures conducted, which may negatively impact investor
sentiment towards the combined company or its PRC operations, which in turn could adversely affect the
market price of its common stock.

You may have difficulty enforcing judgments obtained against the combined company.

Substantially all of the combined assets are located outside of the United States. Most of the combined
company’s operations and administrative and corporate functions will be conducted in the PRC. In addition,
several of the combined company’s directors and officers are nationals and residents of countries other than
the United States. A substantial portion of the assets of these persons are located outside the United States.
As a result, due to the lack of reciprocity and treaties between the United States and some of these foreign
jurisdictions, together with cost and time constraints, it may be difficult for you to effect service of process
within the United States upon these persons. In particular, several of the combined company'’s officers and
directors are generally located in the PRC, and it will be more difficult to enforce liabilities and enforce
judgments on those individuals.

114




TABLE OF CONTENTS

CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STATEMENTS AND MARKET AND
INDUSTRY DATA

This proxy statement contains forward-looking statements relating to Catalyst, BC, the Business
Combination and the other proposed transactions contemplated thereby that involve substantial risks and
uncertainties. All statements other than statements of historical facts contained in this proxy statement,
including statements regarding Catalyst's, BC's or the combined company’s future results of operations and
financial position, business strategy, development plans, planned clinical trials, future results of clinical trials,
expected research and development costs, regulatory approvals, commercial strategy, timing and likelihood
of success, as well as plans and objectives of management for future operations, are forward-looking
statements. In some cases, you can identify forward-looking statements by terms such as “anticipate,”
“believe,” “contemplate,” “continue,” “could,” “estimate,” “expect,” “intend,” “may,” “plan,” “potential” “predict,”
“project,” “should,” “target,” “will” or “would” or the negative of these terms or other similar expressions.
Forward-looking statements contained in this proxy statement include, but are not limited to, statements
about:

"o "o "o "o " "o "o

¢ the ability of the combined company’s clinical trials to demonstrate safety and efficacy of the
combined company’s product candidates and other positive results;

¢ the combined company’s ability to develop a pipeline of product candidates to address unmet
needs in the treatment of organ fibrosis and other inflammatory diseases;

¢ the timing, progress and results of clinical trials for Hydronidone from Catalyst's Phase 2a trial,
F573 from BC’s Phase 2 clinical study, ETUARY from BC’s Phase 2/3 clinical study, and other
product candidates the combined company may develop, including statements regarding the timing
of initiation and completion of studies or trials and related preparatory work, the period during which
the results of the studies or trials will become available and research and development programs;

« the timing, scope and likelihood of regulatory filings and approvals, including timing of INDs and
final FDA approval of Hydronidone for the treatment of NASH and liver fibrosis associated with
CHB, ETUARY for the treatment of dermatomyositis-related interstitial lung disease (“DM-ILD") and
sclerosis-related interstitial lung disease (“SSc-ILD”), F528 for the treatment of chronic obstructive
pulmonary disease (“COPD”), F230 for the treatment of pulmonary arterial hypertension (“PAH"),
and any other future product candidates;

« the timing, scope or likelihood of foreign regulatory filings and approvals;

¢ Catalyst's expectations regarding the reconsideration of its strategic alternatives in the event the
Business Combination is not completed;

« the combined company’s expectations regarding the future pursuit of product development efforts,
including whether it will pursue such efforts, estimates regarding the expenses, future revenue,
timing of any future revenue, capital requirements and need for additional financing related to such
efforts, the timing of and ability of combined company to pursue such efforts and combined
company'’s plans to develop and, if approved, subsequently commercialize any product candidates
resulting from such efforts;

¢ Catalyst's expectations regarding its ability to fund its operating expenses and capital expenditure
requirements with its cash, cash equivalents and investments;

« the combined company’s ability to develop and advance current product candidates and programs
into, and successfully complete, clinical studies;

« the combined company’s manufacturing, commercialization and marketing capabilities and
strategy;

« plans relating to commercializing the combined company’s product candidates, if approved,
including the geographic areas of focus and sales strategy;

« the need to hire additional personnel and the combined company’s ability to attract and retain such
personnel;

« the size of the market opportunity for the combined company’s product candidates, including
estimates of the number of patients who suffer from the diseases the combined company is
targeting;
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expectations regarding the approval and use of the combined company’s product candidates in
combination with other drugs;

expectations regarding potential for accelerated approval or other expedited regulatory designation;

the combined company’s competitive position and the success of competing therapies that are or
may become available;

estimates of the number of patients that the combined company will enroll in its clinical trials;

the beneficial characteristics and the potential safety, efficacy and therapeutic effects of the
combined company’s product candidates;

the combined company'’s ability to obtain and maintain regulatory approval of its product candidates
and its expectations regarding particular lines of therapy;

plans relating to the further development of the combined company’s product candidates, including
additional indications the combined company may pursue;

existing regulations and regulatory developments in the United States, Europe, the PRC and other
jurisdictions;

expectations regarding the impact of the COVID-19 pandemic on Catalyst’s, BC’s or the combined
company’s business;

the intellectual property position of the combined company, including the scope of protection the
combined company is able to establish and maintain for intellectual property rights covering
ETUARY, Hydronidone, F573 F528, and F230, and other product candidates the combined
company may develop, including the extensions of existing patent terms where available, the
validity of intellectual property rights held by third parties and the combined company’s ability not to
infringe, misappropriate or otherwise violate any third-party intellectual property rights;

the combined company’s continued reliance on third parties to conduct additional clinical trials of
the combined company’s product candidates and for the manufacture of its product candidates for
clinical trials;

the combined company’s relationships with patient advocacy groups, KOLs, regulators, the
research community and payors;

the combined company’s ability to obtain and negotiate favorable terms of, any collaboration,
licensing or other arrangements that may be necessary or desirable to develop, manufacture or
commercialize the combined company’s product candidates;

the pricing and reimbursement of ETUARY, Hydronidone, F573 F528, and F230, and other product
candidates the combined company may develop, if approved;

the rate and degree of market acceptance and clinical utility of ETUARY, Hydronidone, F573 F528,
and F230, and other product candidates the combined company may develop;

Catalyst’s, BC'’s or the combined company’s estimates regarding expenses, future revenue, capital
requirements and needs for additional financing;

Catalyst’s, BC's or the combined company'’s financial performance;

the period over which Catalyst, BC or the combined company estimate their existing cash and cash
equivalents will be sufficient to fund their planned operating expenses and capital expenditure
requirements;

statements regarding the approval and closing of the Business Combination;
the timing of the consummation of the Business Combination;

Catalyst’s ability to solicit a sufficient number of proxies to approve the change of control resulting
from the Business Combination;

satisfaction of conditions to the completion of the Business Combination;
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« the expected benefits of the Business Combination;
*  Catalyst's and BC's ability to complete the Business Combination;
¢ expectations about the continued listing of Catalyst Common Stock on The Nasdaq Capital Market;
« the impact of laws and regulations; and

¢ expectations regarding the period during which the combined company will qualify as a smaller
reporting company under the Exchange Act.

These forward-looking statements are based largely on the current expectations and projections of
Catalyst's, BC'’s or the combined company’s business, the industry in which Catalyst and BC operate and
financial trends that Catalyst and BC believe may affect the business, financial condition, results of
operations and prospects of Catalyst, BC or the combined company, and these forward-looking statements
are not guarantees of future performance or development. These forward-looking statements speak only as
of the date of this proxy statement and are subject to a number of risks, uncertainties and assumptions
described in the section entitled “Risk Factors” beginning on page 34 of this proxy statement. Additional
factors that could cause actual results to differ materially from those expressed in the forward-looking
statements are discussed in reports filed with the SEC by Catalyst. Please see the section entitled “Where
You Can Find More Information” beginning on page 343 of this proxy statement. Because forward-looking
statements are inherently subject to risks and uncertainties, some of which cannot be predicted or quantified,
you should not rely on these forward-looking statements as predictions of future events. The events and
circumstances reflected in these forward-looking statements may not be achieved or occur and actual results
could differ materially from those projected in the forward-looking statements. Except as required by
applicable law, Catalyst and BC do not plan to publicly update or revise any forward-looking statements
contained herein until after the distribution this proxy statement, whether as a result of any new information,
future events or otherwise.

In addition, statements that say “Catalyst and/or BC believe(s)” and similar statements reflect the beliefs and
opinions on the relevant subject of Catalyst and BC. These statements are based upon information available
to Catalyst and BC as of the date of this proxy statement, and while Catalyst and BC believe such
information forms a reasonable basis for such statements, such information may be limited or incomplete
and the statements of Catalyst and/or BC should not be read to indicate that Catalyst or BC have conducted
an exhaustive inquiry into, or review of, all potentially available relevant information. These statements are
inherently uncertain and you are cautioned not to unduly rely upon these statements.

You should read this proxy statement and the documents that are referenced in this proxy statement with
the understanding that the actual future results, levels of activity, performance and events and
circumstances of Catalyst, BC or the combined company may be materially different from what Catalyst or
BC expects.

In addition, this proxy statement includes statistical and other industry and market data that was obtained
from independent industry publications and research, surveys and studies conducted by independent third
parties, as well as Catalyst's and BC'’s estimates. The market data used in this proxy statement involves a
number of assumptions and limitations and you are cautioned not to give undue weight to such data. Industry
publications and third-party research, surveys and studies generally indicate that their information has been
obtained from sources believed to be reliable, although they do not guarantee the accuracy or completeness
of such information. Catalyst’'s and BC’s estimates include assumptions based on their respective industry
knowledge, industry publications, third-party research and other surveys. While Catalyst and BC believe that
their respective internal assumptions and estimates are reasonable, no independent source has verified
such assumptions or estimates.
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THE SPECIAL MEETING OF CATALYST STOCKHOLDERS

Date, Time and Place

The Catalyst special meeting will be held on , 2023, commencing at Pacific Time, unless

postponed or adjourned to a later date. The Catalyst special meeting will be held entirely online. Catalyst is

sending this proxy statement to its stockholders in connection with the solicitation of proxies by Catalyst’s

board of directors for use at the Catalyst special meeting and any adjournments or postponements of the

Catalyst special meeting. This proxy statement is first being mailed to Catalyst stockholders on or about
, 2023.

Purposes of the Catalyst Special Meeting
The purposes of the Catalyst special meeting are:

* to approve the issuance of shares of Catalyst Common Stock and Catalyst Convertible Preferred
Stock pursuant to the terms of the Business Combination Agreement (as it may be amended from
time to time), a copy of which is attached as Annex A to this proxy statement, for purposes of
Nasdaq Listing Rules 5635(a) and (b);

«  to approve the conversion of Catalyst Convertible Preferred Stock into shares of Catalyst Common
Stock pursuant to the F351 Agreement (as it may be amended from time to time), a copy of which is
attached as Annex B to this proxy statement, for purposes of Nasdagq Listing Rules 5635(a) and (b);

¢« to adopt and approve an amendment to the restated certificate of incorporation of Catalyst to
increase the number of authorized shares of Catalyst Common Stock from 100,000,000 shares to
shares;

« to adopt and approve an amendment to the restated certificate of incorporation of Catalyst to effect
a reverse stock split of Catalyst Common Stock, by a ratio of not less than 1-for- and not
more than 1-for- , such ratio and the implementation and timing of the reverse stock split to
be determined in the discretion of Catalyst's board of directors;

« to adopt and approve an amendment to the restated certificate of incorporation of Catalyst to create
a new class of non-voting common stock of Catalyst;

e to approve the adoption of the 2023 Omnibus Incentive Plan;

« to adopt and approve an amendment to the restated certificate of incorporation of Catalyst to allow
for stockholder action by written consent in certain circumstances;

¢ to elect as director the two nominees named in the proxy statement to serve until the 2026 annual
meeting of stockholders and until his or her successor is duly elected and qualified;

« to approve, by non-binding advisory vote, the compensation of Catalyst's named executive officers;
« to conduct an advisory vote on the frequency of future advisory votes on executive compensation;

« to ratify the selection of EisnerAmper LLP as Catalyst's independent registered public accounting
firm; and

« to consider and vote upon an adjournment of the Catalyst special meeting, if necessary, to solicit
additional proxies if there are not sufficient votes in favor of Proposal Nos. 1, 2, 3, 4, 5 and 6.

The issuance of shares of common stock of Catalyst in connection with the Contributions pursuant to
Proposal No. 1 and the conversion of Catalyst Convertible Preferred into shares of Catalyst Common Stock
pursuant to the F351 Agreement cannot take place unless approved by Catalyst stockholders and the
Contributions are consummated. Therefore, the Contributions cannot be consummated without the approval
of Proposals No. 1, 2, 3, 4 and 6.

Recommendation of Catalyst’s Board of Directors

« Catalyst's board of directors has determined and believes it is fair to, in the best interests of and
advisable to, Catalyst and its stockholders to approve the issuance of shares of Catalyst Common
Stock and shares of Catalyst Convertible Preferred Stock, each pursuant to the terms of the
Business Combination Agreement (as it may be amended from time to time) for purposes of
Nasdaq Listing Rules 5635(a) and (b), as described in this proxy statement. Catalyst's board of
directors recommends that Catalyst stockholders vote “FOR” Proposal No. 1.
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Catalyst’s board of directors has determined and believes it is fair to, in the best interests of and
advisable to Catalyst and its stockholders to approve, for purposes of Nasdagq Listing Rules 5635(a)
and (b), the conversion of Catalyst Convertible Preferred Stock into shares of Catalyst Common
Stock pursuant to the F351 Agreement. Catalyst's board of directors recommends that Catalyst
stockholders vote “FOR” Proposal No. 2.

Catalyst’s board of directors has determined and believes it is fair to, in the best interests of and
advisable to Catalyst and its stockholders to adopt and approve an amendment to the restated
certificate of incorporation of Catalyst to increase the number of authorized shares of Catalyst
Common Stock from 100,000,000 shares to shares. Catalyst's board of directors
recommends that Catalyst stockholders vote “FOR” Proposal No. 3.

Catalyst’s board of directors has determined and believes it is fair to, in the best interests of and
advisable to Catalyst and its stockholders to adopt and approve an amendment to the restated
certificate of incorporation of Catalyst to effect a reverse stock split of Catalyst Common Stock, by a
ratio of not less than 1-for- and not more than 1-for- , such ratio and the
implementation and timing of the reverse stock split to be determined in the discretion of Catalyst’s
then-board of directors. Catalyst's board of directors recommends that Catalyst stockholders vote
“FOR” Proposal No. 4.

Catalyst’s board of directors has determined and believes it is fair to, in the best interests of and
advisable to Catalyst and its stockholders to adopt and approve an amendment to the restated
certificate of incorporation of Catalyst to create a new class of non-voting common stock of
Catalyst. Catalyst’s board of directors recommends that Catalyst stockholders vote “FOR” Proposal
No. 5.

Catalyst’s board of directors has determined and believes it is fair to, in the best interests of and
advisable to Catalyst and its stockholders to approve the 2023 Omnibus Incentive Plan. Catalyst's
board of directors recommends that Catalyst stockholders vote “FOR” Proposal No. 6.

Catalyst’s board of directors has determined and believes it is fair to, in the best interests of and
advisable to, Catalyst and its stockholders to approve an amendment to the restated certificate of
incorporation of Catalyst to provide for shareholder action by written consent in certain
circumstances. Catalyst's board of directors recommends that Catalyst stockholders vote “FOR”
Proposal No. 7.

Catalyst’s board of directors has determined and believes it is fair to, in the best interests of and
advisable to, Catalyst and its stockholders to elect the two director nominees named in Proposal
No. 8. Catalyst’s board of directors recommends that Catalyst stockholders vote “FOR” each of the
nominees named in Proposal No. 8.

Catalyst’s board of directors has determined and believes it is fair to, in the best interests of and
advisable to, Catalyst and its stockholders to approve, by non-binding advisory vote, the
compensation of Catalyst's named executive officers. Catalyst's board of directors recommends
that Catalyst stockholders vote “FOR” Proposal No. 9.

Catalyst’s board of directors has determined and believes it is fair to, in the best interests of and
advisable to, Catalyst and its stockholders to conduct an advisory vote to determine the frequency
of future advisory votes on executive compensation every one year. Catalyst's board of directors
recommends that Catalyst stockholders vote for “ONE YEAR” on Proposal No. 10.

Catalyst’s board of directors has determined and believes it is fair to, in the best interests of and
advisable to, Catalyst and its stockholders to ratify the selection of EisnerAmper LLP as Catalyst's
independent auditor for 2023. Catalyst's board of directors recommends that Catalyst stockholders
vote “FOR” Proposal No. 11.

Catalyst’s board of directors has determined and believes it is fair to, in the best interests of and
advisable to Catalyst and its stockholders to approve the adjournment of the Catalyst special
meeting, if necessary, to solicit additional proxies if there are not sufficient votes in favor of Proposal
Nos. 1, 2, 3, 4, 5 and 6. Catalyst's board of directors recommends that Catalyst stockholders vote
“FOR” Proposal No. 12.

Record Date and Voting Power

Only stockholders of record of Catalyst at the close of business on the record date, which is , 2023,
are entitled to notice of and to vote at the Catalyst special meeting. Notwithstanding the foregoing, holders of
outstanding
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shares of Catalyst Series Y Preferred Stock will only be entitled to vote such shares on Proposal No. 4 and
will only be able to vote to the extent that such shares have not been automatically redeemed in the Initial
Redemption, as described in this proxy statement. At the close of business on the record date,

shares of Catalyst Common Stock were issued and outstanding and shares of Catalyst Series Y
Preferred Stock were issued and outstanding. Each share of Catalyst Common Stock entitles the holder
thereof to one vote on each matter submitted for stockholder approval. Please refer to the discussion in the
Q&A section under “What stockholder votes are required to approve the proposals at the Catalyst special
meeting?” and “How many votes do | have?” for a description of the voting power of the Catalyst Series Y
Preferred Stock, which is entitled to be voted together with the Catalyst Common Stock as a single class on
Proposal No. 4.

Voting and Revocation of Proxies

This proxy statement is solicited on behalf of Catalyst’'s board of directors for use at the Catalyst special
meeting.

If, as of the record date referred to above, your shares were registered directly in your nhame with the
transfer agent for Catalyst Common Stock, American Stock Transfer & Trust Company, LLC, then you are a
stockholder of record. Whether or not you plan to attend the Catalyst special meeting online, Catalyst urges
you to fill out and return the proxy card or submit a proxy to vote over the telephone or on the internet as
instructed below to ensure your vote is counted.

The procedures for voting are as follows:

¢ If you are a stockholder of record, you may vote at the Catalyst special meeting. Alternatively, you
may submit a proxy to vote by using the accompanying proxy card, over the internet or by
telephone. Whether or not you plan to attend the Catalyst special meeting, Catalyst encourages
you to submit your proxy to vote to ensure your vote is counted. Even if you have submitted a proxy
before the Catalyst special meeting, you may still attend the Catalyst special meeting and vote in
person. In such case, your previously-submitted proxy will be disregarded.

¢ To vote at the Catalyst special meeting, attend the Catalyst special meeting online and follow the
instructions posted at http://www.virtualshareholdermeeting.com/CBIO2023SM.

¢ To submit your proxy using the proxy card, simply complete, sign and date the accompanying proxy
card and return it promptly in the envelope provided. If you return your signed proxy card before the
Catalyst special meeting, Catalyst will vote your shares in accordance with the proxy card.

«  To submit your proxy over the internet, follow the instructions provided on the Notice of Internet
Availability.

¢ To submit your proxy by telephone, you may call the toll-free number found on the Notice of
Internet Availability.

If you are a beneficial owner of shares registered in the name of your broker, bank or other agent, you
should have received a voting instruction card and voting instructions with these proxy materials from that
organization rather than from Catalyst. Simply complete and mail the voting instruction card to ensure that
your vote is counted. To vote in person at the Catalyst special meeting, you must obtain a valid proxy from
your broker, bank or other agent. Follow the instructions from your broker, bank or other agent included with
these proxy materials, or contact your broker, bank or other agent to request a proxy form.

Catalyst provides internet proxy voting to allow you to submit your proxy to vote your shares online, with
procedures designed to ensure the authenticity and correctness of your proxy vote instructions. However,
please be aware that you must bear any costs associated with your internet access, such as usage charges
from internet access providers and telephone companies.

If you hold shares beneficially in “street name” and do not provide your broker or other agent with voting
instructions, your shares may constitute “broker non-votes.” A “broker non-vote” occurs when shares held by
a broker are not voted with respect to a particular proposal because the broker does not have or did not
exercise discretionary authority to vote on the matter and has not received voting instructions from its clients.
These matters are referred to as “non-routine” matters. On non-routine items for which you do not give your
broker instructions, shares of Catalyst Common Stock will be treated as broker non-votes. Whether a
proposal is considered routine or non-routine is subject to stock exchange rules and final determination by
the stock exchange.
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All properly-executed proxies that are not revoked will be voted at the Catalyst special meeting and at any
adjournments or postponements of the Catalyst special meeting in accordance with the instructions
contained in the proxy. If a holder of Catalyst Common Stock executes and returns a proxy and does
not specify otherwise, the shares represented by that proxy will be voted “FOR” Proposal Nos. 1, 2,
3,4,5,6,7,9, 11 and 12, “FOR?” the election of each of the director nominees named in Proposal No.
8 and “ONE YEAR” on Proposal No. 10 in accordance with the recommendation of Catalyst’s board
of directors.

If you are a stockholder of record of Catalyst, you may change your vote at any time before your proxy is
voted at the Catalyst special meeting in any one of the following ways:

*  You may submit another properly completed proxy with a later date by mail or via the internet.
* You can provide your proxy instructions via telephone at a later date.

*  You may send a written notice that you are revoking your proxy to Catalyst's Corporate Secretary at
611 Gateway Blvd. Suite 120, South San Francisco, California 94080.

¢ You may attend the Catalyst special meeting online and vote by following the instructions at
http://lwww.virtualshareholdermeeting.com/CBIO2023SM.com. Simply attending the Catalyst
special meeting will not, by itself, revoke your proxy.

If your shares are held by your broker, bank or other agent, you should follow the instructions provided by
them.

Required Vote

The presence at the Catalyst special meeting, in person or represented by proxy, of the holders of one-third
of the outstanding shares of Catalyst Common Stock entitled to vote at the Catalyst special meeting shall
constitute a quorum for the transaction of business. Abstentions and broker non-votes, if any, will be counted
towards a quorum.

Votes will be counted by the inspector of election appointed for the meeting, who will separately count “FOR”
and “AGAINST” votes, abstentions and broker non-votes. Assuming a quorum is present, the affirmative
vote of the holders of a majority of all of the shares of Catalyst Common Stock present in person or
represented by proxy at the Catalyst special meeting and entitled to vote on such matter is required for
approval of Proposal Nos. 1, 2, 6, 9, 11 and 12. On Proposal Nos. 1, 2, 6, 9, 11 and 12, abstentions will have
the same effect as “AGAINST"” votes and broker non-votes, if any, will have no effect.

Assuming a quorum is present, the affirmative vote of the holders of a majority of all of the shares of
Catalyst Common Stock present in person or represented by proxy at the Catalyst special meeting and
entitled to vote on such matter is required for approval of Proposal No. 10. Abstentions on Proposal No. 10
will have the same effect as a vote against each option, and broker non-votes, if any, will have no effect.
Because Proposal No. 10 has multiple options, if none of the options receives the affirmative vote of the
holders of a majority of all of the shares of Catalyst Common Stock present in person or represented by
proxy at the Catalyst special meeting and entitled to vote on the matter, then we will consider the
stockholders to have approved the option selected by the holders of a plurality of the shares of Catalyst
Common Stock present in person or represented by proxy at the Catalyst special meeting and entitled to
vote on the matter.

Assuming a quorum is present, the affirmative vote of the holders of a majority in voting power of the
outstanding shares of Catalyst Common Stock entitled to vote thereon is required for approval of Proposal
Nos. 3 and 5. Abstentions and broker non-votes, if any, will have the same effect as “AGAINST” votes on
Proposal Nos. 3 and 5.

Assuming a quorum is present, the affirmative vote of the holders of a majority of the outstanding shares of
Catalyst Common Stock and Catalyst Series Y Preferred Stock entitled to vote at the Catalyst special
meeting is required for approval of Proposal No. 4. Please refer to the discussion in the Q&A section under
“What stockholder votes are required to approve the proposals at the Catalyst special meeting?” and “How
many votes do | have?” for a description of the voting power of the Catalyst Series Y Preferred Stock, which
is entitled to be voted together with the Catalyst Common Stock as a single class on Proposal No. 4. Shares
of Catalyst Series Y Preferred Stock that are not present in person or by proxy as of immediately prior to the
opening of the polls at the Catalyst special meeting will be automatically redeemed in the Initial Redemption
and, therefore, will not be outstanding or entitled to vote on Proposal No. 4 and will be excluded from the
calculation as to whether Proposal No. 4, respectively, passes at the Catalyst special meeting. Due to the
voting power of the shares of Catalyst Series Y Preferred Stock that are redeemed pursuant to the Initial
Redemption, the holders of Catalyst Common Stock that submit a proxy to vote their shares
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at the Catalyst special meeting or vote at the Catalyst special meeting will effectively have enhanced voting
power on Proposal No. 4 over holders of Catalyst Common Stock that are not represented in person or by
proxy at the Catalyst special meeting. This means that Proposal No. 4 could be approved by the affirmative
vote of the holders of less than a majority of the outstanding shares of Catalyst Common Stock. Abstentions
and broker non-votes, if any, will have the same effect as “AGAINST” votes on Proposal No. 4.

The Delaware General Assembly has passed amendments to the DGCL that would change the stockholder
vote required to effect a reverse split of stock that is listed on a national securities exchange and meets
certain other requirements. The Catalyst Common Stock is listed on the Nasdaq Capital Market, a national
securities exchange. The DGCL amendments are anticipated to become effective on August 1, 2023, if they
are signed into law by the Governor of Delaware, or otherwise enacted pursuant to Delaware Law, on or
before that date. If the amendments to the DGCL become effective before Catalyst files the amendment to
the restated certificate of incorporation of Catalyst with the Delaware Secretary of State to effect the Reverse
Stock Split, the Catalyst board of directors reserves the right to rely upon the new stockholder vote
requirements authorized by the DGCL amendments to determine if Proposal No. 4 has been adopted. The
DGCL amendments would permit Catalyst to effect the Reverse Stock Split if the votes cast “FOR” Proposal
No. 4 exceed the votes cast “AGAINST” Proposal No. 4, assuming the presence of a quorum and if the
shares of Catalyst Common Stock meet the listing requirement of the Nasdaqg Capital Market relating to the
minimum number of holders immediately after the amendment to the restated certificate of incorporation
effecting the Reverse Stock Split becomes effective. Under this voting standard, abstentions and broker non-
votes (if any), and shares of Catalyst Common Stock that are not present in person or by proxy at the
Catalyst special meeting, will have no effect on the outcome of the vote on Proposal No. 4.

Assuming a quorum is present, the affirmative vote of the holders of two-thirds in voting power of the
outstanding shares of Catalyst Common Stock entitled to vote thereon is required for approval of Proposal
No. 7. Abstentions and broker non-votes, if any, will have the same effect as “AGAINST” votes on Proposal
No. 7.

Assuming a quorum is present, the two nominees receiving the highest number of affirmative “FOR” votes
shall be elected as Class Il directors pursuant to Proposal No. 8. Shares withheld and broker non-votes, if
any, will have no effect.

Proposal Nos. 1, 2, 3, 4 and 6 are a condition to the completion of the Contributions. Therefore, the
Contributions cannot be consummated without the approval of Proposal Nos. 1, 2, 3, 4 and 6. The issuance
of Catalyst Common Stock in connection with the Contributions will not take place unless Proposal Nos. 1, 2,
3, 4 and 6 are approved by Catalyst stockholders and the Contributions are consummated.

As of May 15, 2023, the directors and certain executive officers of Catalyst owned or controlled
approximately 0.3% of the outstanding shares of Catalyst Common Stock entitled to vote at the Catalyst
special meeting. As of May 19, 2023, GNI Japan and GNI Hong Kong owned or controlled approximately
16.6% of the outstanding shares of Catalyst Common Stock entitled to vote at the Catalyst special meeting.

Solicitation of Proxies

In addition to solicitation by mail, the directors, officers, employees and agents of Catalyst may solicit proxies
from Catalyst stockholders by personal interview, telephone, email, fax or otherwise. Catalyst and the GNI
Parties will share equally the costs of printing and filing this proxy statement and proxy card. Arrangements
will also be made with brokerage firms and other custodians, nominees and fiduciaries who are record
holders of Catalyst Common Stock for the forwarding of solicitation materials to the beneficial owners of
Catalyst Common Stock. Catalyst and the GNI Parties will reimburse these brokers, custodians, nominees
and fiduciaries for the reasonable out-of-pocket expenses they incur in connection with the forwarding of
solicitation materials. Catalyst will retain Broadridge to assist it in soliciting proxies using the means referred
to above. Catalyst and the GNI Parties will pay the fees of Broadridge, which are expected to be
approximately $ plus reimbursement of out-of-pocket expenses.

Other Matters

As of the date of this proxy statement, Catalyst’s board of directors does not know of any business to be
presented at the Catalyst special meeting other than as set forth in the notice in this proxy statement. If any
other matters should properly come before the Catalyst special meeting, it is intended that the shares
represented by proxies will be voted with respect to such matters in accordance with the judgment of the
persons voting the proxies.
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THE CONTRIBUTIONS

This section and the section entitled “The Business Combination Agreement” beginning on page 144 of this
proxy statement describe the material aspects of the Contributions and the Business Combination
Agreement. While Catalyst and the GNI Parties believe that this description covers the material terms of the
Contributions and the Business Combination Agreement, it may not contain all of the information that is
important to you. You should read carefully this entire proxy statement for a more complete understanding of
the Contributions and the Business Combination Agreement and the other documents to which you are
referred in this proxy statement. See the section entitled “Where You Can Find More Information” beginning
on page 343 of this proxy statement.

Catalyst’s Background of the Contributions

In November 2021, Catalyst announced the discontinuation of its Phase 3 and Phase 1/2 clinical trials of
MarzAA based on a number of factors, including challenges in enrollment resulting from the limited number
of potential patients eligible to enroll in these trials, difficulties in identifying and enrolling eligible patients
during the pandemic, delays in enroliment resulting from COVID-19, competition from approved therapies,
the capital requirements to complete the trials, and other factors.

In February 2022, Catalyst announced that it had engaged Perella Weinberg Partners (“PWP”), a leading
global independent advisory firm, as a financial advisor to assist Catalyst in exploring strategic alternatives,
including a potential sale of Catalyst, a sale of Catalyst's assets, or other alternatives to monetize Catalyst's
assets. In February 2022, Catalyst's board of directors also formed a transaction committee to oversee its
strategic alternative process (the “Transaction Committee”). The members of the Transaction Committee
were Augustine Lawlor, Jeanne Jew and Sharon Tetlow.

Between February and early April 2022, PWP and Catalyst explored Catalyst's strategic alternatives related
to the licensing or sale of Catalyst's complement and hemophilia programs engaged with many potential
counterparties. This exploration included outreach to approximately 75 potentially interested parties, the
execution of confidentiality agreements with 15 parties (such agreements contained a customary standstill
provision that, among other things, permitted interested parties to confidentially request from Catalyst a
waiver of the standstill, and that terminated upon Catalyst's entry into the Business Combination
Agreement), due diligence conducted by 14 parties, process letters sent to 13 parties, two offers received to
purchase Catalyst’'s complement-related assets, including an offer from Vertex. Catalyst also received one
subsequent verbal offer for the purchase of Catalyst's complement-related assets. Throughout this period,
the Transaction Committee reviewed these proposals with Catalyst's entire board of directors, PWP,
Catalyst's management, and Catalyst's outside legal advisors, and discussed negotiating strategies and
plans.

In parallel, between February 2022 and July 2022, Catalyst, PWP and another financial advisor, Raymond
James (“RJ"), reviewed approximately 40 potential reverse merger transactions. In February 2022, Catalyst
received an initial indication of interest to combine with a company (“Company A”) in a reverse merger
transaction. This proposed transaction was subject to several conditions, including a concurrent $70 million
financing by Company A and an assumed Catalyst net cash amount at closing equal to $30 million. Catalyst
and Company A and their respective outside legal and financial advisors negotiated the terms and conditions
of definitive legal agreements through May 2022, at which time it became apparent that all conditions could
not be satisfied. As a result, Catalyst ceased negotiations with Company A.

During the period between February and July 2022 the Transaction Committee held approximately 21
meetings, often with representatives of PWP and RJ, to evaluate all potential transactions including reverse
mergers, out-licensing, and asset sales.

With respect to reverse merger transactions reviewed during this period, the Transaction Committee elected
not to proceed with any of these potential transactions because of, among other reasons: uncertainty about
the scientific rationale or business prospects of the proposed counterparties to such transactions; transaction
requirements related to Catalyst retaining significant amounts of cash to fund future operations of the
resulting entity, thereby reducing the amount of cash that Catalyst could distribute to its stockholders; the
capital requirements of the surviving company following any such transaction and the likelihood of raising
such capital at reasonable valuations, if at all; dilution to Catalyst stockholders from the initial proposed
transaction and likely additional dilution resulting from additional fundraising; and uncertainty of completing
any such transaction.

During April and May 2022, Catalyst and Vertex and their respective outside legal and financial advisors
conducted due diligence on Catalyst's complement-related assets and certain other assets, and negotiated
the final terms and
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definitive legal agreements under which Vertex would acquire such assets from Catalyst for up to $60 million
in cash, including an initial payment of $55 million at closing and a subsequent payment of up to $5 million
payable on the completion of certain obligations. In May 2022, Catalyst's board of directors and its outside
legal and financial advisors discussed the terms and conditions of such proposed asset sale to Vertex and
related matters, following which Catalyst’s board of directors unanimously approved the Vertex transaction.
Among the factors considered by Catalyst's board of directors were the non-contingent cash consideration
offered by Vertex, the amount, duration, and conditions related to consideration holdback, Catalyst's board of
directors’ belief that the terms and conditions offered by Vertex were superior to all other offers received as
part of Catalyst's exploration of strategic alternatives with PWP during this period, the opinion of Potter
Anderson & Coroon LLP that a vote of the Catalyst stockholders to approve the Vertex transaction was not
required under Delaware law, the fact that the Vertex proposal provided for a simultaneous signing and
closing of the transaction, which was viewed favorably by Catalyst's board of directors, and Catalyst's board
of directors’ belief that the Vertex transaction provided certainty of closing.

Following the consummation of the Vertex transaction, Catalyst's assets consisted primarily of the
discontinued MarzAA and other hemophilia assets and cash on hand. Catalyst also owned certain
contractual rights related to the sale of legacy assets from a prior company, Targacept, which were of
uncertain value.

In June, July, and August 2022, Catalyst’s board of directors continued their review of strategic alternatives.
In furtherance of the foregoing, Catalyst’'s board of directors, along with its outside legal and financial
advisors, continued to discuss potential reverse merger transactions, potential transactions to sell MarzAA
and the other hemophilia assets, and alternatives for distributing cash to Catalyst’s stockholders, including a
potential dividend or tender offer. In late August 2022, following the dismissal of certain stockholder litigation
and the closing of the Vertex transaction, Catalyst’'s board of directors declared a special cash dividend to its
stockholders of approximately $45 million, which was paid in September 2022.

In September 2022, Catalyst's board of directors considered two potential reverse merger transactions, one
of which Catalyst's board of directors did not consider feasible due to financing considerations, and the other
of which Catalyst’s board of directors had uncertainties about due to the nature of the target company’s
business. The Catalyst Board, along with its outside legal advisors, also discussed the potential to dissolve
Catalyst, including the requirement to obtain a stockholder vote and the probability of doing so, timing,
potential expense, and the amounts and timing of potential distributions to stockholders.

In October 2022, Catalyst received, and Catalyst’s board of directors discussed, a letter of intent from GNI
regarding a proposed transaction (the “Transaction”), including the possibility of valuing MarzAA and DalcA
assets as part of the Transaction. GNI's and Catalyst’s legal representatives continued to discuss potential
transaction structures considering GNI's financial reporting obligations and tax considerations.

In November 2022, GNI provided a revised letter of intent regarding the Transaction, including the addition of
a cash distribution to Catalyst stockholders, the distribution of the CVR to Catalyst’s current stockholders that
would include value received for MarzAA, DalcA, and Catalyst's other assets, and provisions related to
expense sharing between Catalyst and GNI, with a goal towards maximizing the amount of cash that could
be distributed to Catalyst stockholders in connection with the Transaction. Both the original October letter of
intent and the revised November letter of intent contemplated that, following the F351 Acquisition and until
the completion of the Contributions, the Catalyst board of directors would consist of three legacy Catalyst
directors and two new directors designated by GNI. Both letters of intent also contemplated that Nassim
Usman, Ph.D. and Seline Miller would continue in their roles as Chief Executive Officer and interim Chief
Financial Officer, respectively, during this period. The November letter of intent also contemplated
appropriate management retention awards through the closing of the Contributions. These awards were
subsequently negotiated as discussed in the section entitled “Catalyst Executive and Director Compensation
—~Post-Closing Arrangements” beginning on page 164 of this proxy statement. Dr. Usman has had
discussions with representatives of GNI regarding his role as a board member of the combined company
following the Contributions; however, except as expressly described in this proxy statement, there are no
written agreements between Catalyst, GNI or BC and Dr. Usman regarding his compensation or role
following the completion of the Contributions.

The current President and Chief Executive Officer of Catalyst will serve as a director on the board of
directors of the combined company. Nassim Usman, Ph.D. has eight years of experience as a director of a
public company, and
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Catalyst believes that this experience will be valuable for the combined company. In addition, Dr. Usman’s
financial expertise qualifies him to be chair of the audit committee of the combined company. For those
reasons, Catalyst negotiated with Dr. Usman for him to remain involved as a director for the combined
company.

Seline Miller will cease serving as Catalyst’s interim Chief Financial Officer at the Effective Time and,
following the consummation of the Contributions, will not continue as an executive officer of the combined
company.

Catalyst reviewed the updated term sheet with members of the Transaction Committee, who unanimously
favored moving forward with negotiations for the Transaction. On November 10, 2022, Catalyst's board of
directors met and discussed the status of discussions with GNI regarding the Transaction, as well as the
status of other potential asset sale or acquisition discussions.

In November and December 2022, legal representatives from Catalyst and GNI exchanged and negotiated
draft legal documents regarding the Transaction. On November 9, 2022, Catalyst engaged Raymond James
to conduct an analysis of the fairness of the Transaction to Catalyst from a financial point of view. On
December 20, 2022, Catalyst's board of directors reviewed the terms and conditions of the Transaction. At
this meeting, representatives or Orrick, Herrington & Sutcliffe LLP, Catalyst's legal advisors, discussed
Catalyst's board of directors’ fiduciary duties with respect to the Transaction, and representatives of
Raymond James delivered their opinion that the Transaction Consideration (as defined in the Raymond
James Fairness Opinion) to be paid by Catalyst pursuant to the Business Combination Agreement is fair to
Catalyst from a financial point of view. See “—Opinion of Catalyst's Financial Advisor’ below. On
December 21, 2022, Catalyst's board of directors unanimously approved the Transaction and related
matters. See “—Catalyst’s Reasons for the Contributions” below.

Catalyst’s Reasons for the Contributions

During the course of its evaluation of the F351 Agreement and the Business Combination Agreement and
the transactions contemplated thereby, Catalyst's then-board of directors held numerous meetings,
consulted with Catalyst's management, legal counsel and financial advisors and reviewed and assessed a
significant amount of information. In reaching its decision to approve the Contributions and the transactions
contemplated by the F351 Agreement and the Business Combination Agreement, Catalyst's then-board of
directors considered a number of supporting factors and risks and countervailing factors related to entering
into the F351 Agreement and the Business Combination Agreement and the transactions contemplated
thereby, including:

e Catalyst's historical and current business, financial performance and condition, operations,
management and competitive position;

¢ the current industry and economic conditions;
«  Catalyst's prospects if it were to remain an independent company;
¢ Catalyst’s inability to regain compliance with Nasdaq listing requirements;

«  Catalyst's then-board of directors’ belief that no reasonable alternatives to the Contributions were
likely to create greater value for Catalyst stockholders after reviewing the various alternatives,
including a belief that a dissolution of Catalyst was the likeliest alternative to the Contributions and
the likelihood of achieving any such alternative relative to the likelihood of consummating the
Contributions;

« the anticipated cash resources and potential access to liquidity sources of the combined company
following the consummation of the Contributions relative to Catalyst's stand-alone, anticipated burn
rate;

e Catalyst's ability to make a distribution of capital to Catalyst stockholders and still complete the
Contributions; and

¢ Catalyst's then-board of directors’ consideration of the financial analyses of Raymond James,
including its opinion to Catalyst's then-board of directors as to the fairness, from a financial point of
view and as of the date of the opinion, to Catalyst the Transaction Consideration (as defined in the
Raymond James fairness opinion) pursuant to the F351 Agreement and the Business Combination
Agreement, as more fully described below under the caption “The Contributions—Opinion of
Catalyst's Financial Advisor,” beginning on page 128 in this proxy statement.
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Catalyst's then-board of directors also reviewed the terms of the F351 Agreement, the Business Combination
Agreement and related transaction documents, including those described below and concluded that the
terms of the F351 Agreement, the Business Combination Agreement and related transaction documents, in
the aggregate, were advisable and reasonable under the circumstances:

« the expected dilutive impact resulting from and the relative percentage ownership of GNI and the
Catalyst stockholders upon, the consummation of the Contributions (including upon the conversion
of the Catalyst Convertible Preferred Stock);

« the likelihood of consummating the Contributions given the limited number and nature of the closing
conditions under the F351 Agreement and the Business Combination Agreement;

« the various deal protection provisions under the Business Combination Agreement, including
limitations on Catalyst’s then-board of directors’ ability to solicit other strategic alternatives and the
potential payment by the Catalyst of the Termination Fee (as defined therein);

« the transactions contemplated by the F351 Agreement are consummated immediately upon
signing, are independent of the transactions contemplated by the Business Combination Agreement
and therefore, the potential adverse effects on Catalyst in the event that Catalyst stockholders do
not vote to approve the Business Combination or the conversion of the Catalyst Convertible
Preferred Stock into shares of Company Common Stock in accordance with Nasdaq Listing Rule
5635;

« the potential adverse economic effects to Catalyst under the Certificate of Designation if Catalyst
stockholders do not approve the conversion of the Catalyst Convertible Preferred Stock into shares
of Company Common Stock and the Catalyst Convertible Preferred Stock is prohibited from
converting into shares of Company Common Stock; and

¢ the amounts and likelihood of holders of CVRs receiving the payments under the CVR Agreement.

The foregoing information and factors considered by Catalyst’s then-board of directors are not intended to be
exhaustive, but are believed to include all of the material factors considered by Catalyst's then-board of
directors. In view of the wide variety of factors considered in connection with its evaluation of the
Contributions and the complexity of these matters, Catalyst’s then-board of directors did not find it useful and
did not attempt, to quantify, rank or otherwise assign relative weights to these factors. In considering the
factors described above, individual members of Catalyst's then-board of directors may have given different
weight to different factors. Catalyst’s then-board of directors conducted an overall analysis of the factors
described above, including thorough discussions with and questioning of the Catalyst management team
and the legal and financial advisors of Catalyst, and considered the factors overall to be favorable to and to
support its determination.

GNI Parties Reasons for the Contributions

In the course of reaching their decision to approve the Contributions, the board of directors and executive
directors, as applicable, of the GNI Parties held numerous meetings, consulted with senior management of
the GNI Parties, BC's financial advisors and legal counsel and considered a wide variety of factors, including,
among others, the following material factors (which factors are not necessarily presented in any order of
relative importance):

¢ the Contributions will provide the GNI parties and the Minority Holders with greater liquidity by
owning publicly traded stock and expanding both the access to capital for BC and the range of
investors potentially available as a public company, compared to the investors BC could otherwise
gain access to if it continued to operate as a privately held company;

« the historical and current information concerning BC’s business, including its financial performance
and condition, operations, management and preclinical and clinical data;

¢ the competitive nature of the industry in which BC operates;

« the belief of the board of directors and executive directors, as applicable, of the GNI Parties that this
transaction provides a viable alternate public listing strategy for BC and addresses the risk of the
lack of an available market for an initial public offering of BC at a later date;

« the projected financial position, operations, management, operating plans and financial projections
of the combined company, including the impact of the CVR Agreement;
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the expected cash resources of the combined company (including the ability to support the
combined company’s current and planned clinical trials and operations);

the terms and conditions of the Business Combination Agreement, including the following:

» the determination that the expected relative percentage ownership of Catalyst's stockholders
and GNI USA in the combined company was appropriate, based on the judgment and
assessment of the board of directors and executive directors, as applicable, of the GNI Parties
of the approximate valuations of Catalyst and BC;

» the expectation that the Contributions, taken together, will qualify as a transaction governed by
Section 351(a) of the Code, for U.S. federal income tax purposes, with the result that in the
Contributions GNI USA will generally not recognize taxable gain or loss for U.S. federal income
tax purposes, as more fully described below under the caption “The Contributions—Material
U.S. Federal Income Tax Consequences of the Contributions ,” beginning on page 141 in this
proxy statement;

» the limited number and nature of the conditions of the obligation of Catalyst to consummate the
Contributions;

» the conclusion of the board of directors and executive directors, as applicable, of the GNI
Parties that the potential termination fees of $2 million payable by Catalyst to the Contributors
in certain circumstances and the circumstances when such fees may be payable, were
reasonable;

* the belief that the other terms of the Business Combination Agreement, including the parties’
representations, warranties and covenants and the conditions to their respective obligations,
were reasonable in light of the entire transaction;

the ability to obtain a Nasdaq listing and the change of the combined company’s name to Gyre
Therapeutics, Inc. upon the closing of the Contributions; and

the likelihood that the Contributions will be consummated on a timely basis.

The board of directors and executive directors, as applicable, of the GNI Parties also considered a number of
uncertainties and risks in its deliberations concerning the Contributions and the other transactions
contemplated by the Business Combination Agreement, including the following:

the possibility that the Contributions might not be completed and the potential adverse effect of the
public announcement of the Contributions on the reputation of BC and the ability of BC to obtain
financing in the future in the event the Contributions is not completed;

the risk that future sales of common stock by existing Catalyst stockholders may cause the price of
Catalyst Common Stock to fall, thus reducing the potential value of Catalyst Common Stock
received by GNI USA and the Minority Holders following the Contributions;

the possibility that Contributors or Catalyst, as the case may be, may be required to reimburse the
other parties for reasonable out-of-pocket fees and expenses incurred by such party in connection
with the transactions contemplated by the Business Combination Agreement, up to a maximum
amount of $2.0 million;

the potential reduction of Catalyst’s net cash prior to the closing;

the possibility that Catalyst could, under certain circumstances, consider unsolicited acquisition
proposals if superior to the Contributions or change its recommendation to approve the
Contributions upon certain events;

the possibility that the Contributions might not be completed in a timely manner or at all, for a
variety of reasons, such as the failure of Catalyst to obtain the required stockholder vote and the
potential adverse effect on the reputation of BC and the ability of BC to obtain financing in the
future in the event the Contributions are not completed,;

the costs involved in connection with completing the Contributions, the time and effort of the senior
management of the GNI Parties required to complete the Contributions, the related disruptions or
potential
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disruptions to BC’s business operations and future prospects, including its relationships with its
employees, suppliers and partners and others that do business or may do business in the future
with BC and related administrative challenges associated with combining the companies;

« the additional expenses and obligations to which BC's business will be subject following the
Contributions that BC has not previously been subject to and the operational changes to BC's
business, in each case, that may result from being a public company;

« the fact that the representations and warranties in the Business Combination Agreement do not
survive the closing of the Contributions and the potential risk of liabilities that may arise post-
closing; and

« various other risks associated with the combined company and the Contributions, including the
risks described in the section entitled “Risk Factors” in this proxy statement.

The foregoing information is not intended to be exhaustive, but summarizes the material factors considered
by the board of directors and executive directors, as applicable, of the GNI Parties in their consideration of
the Business Combination Agreement and the transactions contemplated. The board of directors and
executive directors, as applicable, of the GNI Parties concluded that the benefits, advantages and
opportunities of a potential transaction outweighed the uncertainties and risks described above. After
considering these and other factors, the board of directors and executive directors, as applicable, of the GNI
Parties each unanimously approved the Business Combination Agreement, the Contributions and the other
transactions contemplated by the Business Combination Agreement.

Opinion of Catalyst’s Financial Advisor

Catalyst retained Raymond James & Associates, Inc., or Raymond James, as its financial advisor in
connection with the Contributions and other transactions contemplated by the F351 Agreement and the
Business Combination Agreement. Catalyst's then-board of directors selected Raymond James to act as
Catalyst's financial advisor based on Raymond James' qualifications, reputation, experience and expertise in
the biopharmaceutical industry, its knowledge of and involvement in recent transactions in the
biopharmaceutical industry and its relationship with Catalyst and its business. Raymond James is an
internationally-recognized investment banking and financial services company that has substantial
experience in transactions similar to the Contributions and other transactions contemplated by the F351
Agreement and the Business Combination Agreement.

In connection with this engagement, Catalyst’s then-board of directors requested that Raymond James
evaluate the fairness, from a financial point of view, to Catalyst of the Transaction Consideration (as defined
in the Raymond James fairness opinion) to be paid by Catalyst. On December 21, 2022, at a meeting of
Catalyst's then-board of directors, Raymond James rendered to Catalyst's then-board of directors its oral
opinion, which was subsequently confirmed by delivery of a written opinion dated December 21, 2022, that,
as of such date and based upon and subject to the various procedures followed, assumptions made, matters
considered and the qualifications and limitations upon the review undertaken by Raymond James in
preparing its opinion, the Transaction Consideration to be paid by Catalyst was fair, from a financial point of
view, to Catalyst.

The full text of the Raymond James fairness opinion, which describes, among other things, the various
procedures followed, assumptions made, matters considered, qualifications and limitations upon the scope
of the review undertaken by Raymond James in preparing its opinion, is attached to this proxy statement as
Annex C and is incorporated by reference in its entirety to this proxy statement.

Raymond James’ financial advisory services and opinion were provided for the information and
assistance of the members of Catalyst’s then-board of directors (in their capacity as directors and
not in any other capacity) in connection with and for purposes of Catalyst’s then-board of directors’
consideration of the Contributions and other transactions contemplated by the F351 Agreement and
the Business Combination Agreement and the Raymond James fairness opinion addressed only the
fairness, from a financial point of view, to Catalyst as of the date thereof, of the Transaction
Consideration (as defined in the Raymond James fairness opinion) to be paid by Catalyst. The
opinion of Raymond James does not address any other term or aspect of the F351 Agreement or the
Business Combination Agreement or the Contributions or other transactions contemplated thereby.
The Raymond James fairness opinion does not constitute a recommendation to Catalyst’s board of
directors or any stockholder of Catalyst as to whether or how such holder should vote or otherwise
act with respect to the Contributions, other transactions contemplated by the F351 Agreement or the
Business Combination Agreement or any other matter.
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The full text of the Raymond James fairness opinion should be read carefully in its entirety for a
description of the assumptions made and the qualifications and limitations upon the review
undertaken by Raymond James in preparing its opinion.

In connection with rendering the opinion described above and performing its related financial analyses,
Raymond James, among other things:

« reviewed the financial terms and conditions of (a) the Asset Purchase as stated in the draft of the
F351 Agreement dated as of December 20, 2022, such draft being the last draft of the F351
Agreement provided to Raymond James and not materially different from the final agreement, and
(b) the Contributions as stated in the draft of the Business Combination Agreement, dated as of
December 20, 2022, such draft being the last draft of the Business Combination Agreement
provided to Raymond James and not materially different from the final agreement;

* reviewed the financial terms and conditions of the CVRs as stated in the draft of the CVR
Agreement, dated as of December 20, 2022, such draft being the last draft of the CVR Agreement
provided to Raymond James;

* reviewed certain information related to the historical, current and future operations, financial
condition and prospects of Catalyst made available to Raymond James by Catalyst;

« reviewed certain information related to the historical, current and future operations of BC and the
Purchased Assets (as defined in the F351 Agreement) made available to Raymond James by
Catalyst, including, but not limited to, financial projections prepared by the management of Catalyst
for the period ending 2023 through 2031, as approved for Raymond James' use by Catalyst as of
December 19, 2022 (the “Projections”);

« reviewed Catalyst's recent public filings and certain other publicly-available information regarding
Catalyst, GNI Japan, the Asset Sellers (as defined in the Raymond James fairness opinion), the
Contributors, CPI and BC;

¢ reviewed certain other non-public financial, operating and other information regarding Catalyst, GNI
Japan, the Asset Sellers, the Contributors, Continent and BC provided to Raymond James by
Catalyst;

« reviewed the financial and operating performance of selected public companies that Raymond
James deemed to be relevant;

« considered the publicly available financial terms of certain transactions Raymond James deemed to
be relevant;

« reviewed the current and historical market prices for Catalyst Common Stock and the current
market prices of the publicly traded securities of certain other companies that Raymond James
deemed to be relevant; and

¢ considered certain discussions and negotiations between representatives of Catalyst, BC, the
Asset Sellers and/or the Contributors in which Raymond James participated.

Raymond James also performed a discounted cash flow analysis with respect to BC and the Purchased
Assets based upon the Projections, (as defined below), received a certificate addressed to Raymond James
from a member of senior management of Catalyst regarding, among other things, the accuracy of the
information, data and other materials (financial or otherwise) provided to, or discussed with, Raymond James
by or on behalf of Catalyst, conducted such other financial studies, analyses and inquiries and considered
such other information and factors as Raymond James deemed appropriate and discussed with members of
the senior management of Catalyst certain information relating to the aforementioned and any other matters
which Raymond James has deemed relevant to its inquiry.

With the consent of Catalyst's then-board of directors, Raymond James has assumed and relied upon the
accuracy and completeness of all information supplied by or on behalf of Catalyst or otherwise reviewed by
or discussed with Raymond James and Raymond James has undertaken no duty or responsibility to, nor did
Raymond James, independently verify any of such information. Raymond James has not made or obtained
an independent appraisal of the assets or liabilities (contingent or otherwise) of Catalyst or BC. With respect
to the Projections and any other forward-looking information and data provided to or otherwise reviewed by
or discussed with Raymond James, Raymond James has, with the consent of Catalyst's then-board of
directors, assumed that the Projections and such other information and data have been reasonably prepared
in good faith on bases reflecting the best currently

129




TABLE OF CONTENTS

available estimates and judgments of the management of Catalyst and Raymond James has relied upon
Catalyst to advise Raymond James promptly if any information previously provided became inaccurate or
was required to be updated during the period of Raymond James review. Raymond James expresses no
opinion with respect to the Projections or the assumptions on which they are based. Raymond James has
assumed that the final forms of the Transaction Agreements will be substantially similar to the drafts
reviewed by Raymond James and that the Contributions and other transactions contemplated by the F351
Agreement and the Business Combination Agreement will be consummated in accordance with the terms of
the Transaction Agreements without waiver or amendment of any conditions thereto. Furthermore, Raymond
James has assumed, in all respects material to its analysis, that the representations and warranties of each
party contained in the Transaction Agreements are true and correct and that each such party will perform all
of the covenants and agreements required to be performed by it under the Transaction Agreements without
being waived. Raymond James has relied upon and assumed, without independent verification, that (i) the
Contributions and other transactions contemplated by the F351 Agreement and the Business Combination
Agreement will be consummated in a manner that complies in all respects with all applicable international,
federal and state statutes, rules and regulations and (ii) all governmental, regulatory and other consents and
approvals necessary for the consummation of the Contributions will be obtained and that no delay,
limitations, restrictions or conditions will be imposed or amendments, modifications or waivers made that
would have an effect on the Contributions or such other transactions contemplated by the F351 Agreement
and the Business Combination Agreement, Catalyst or BC that would be material to Raymond James'
analyses or the Raymond James fairness opinion. Furthermore, at Catalyst's direction, Raymond James has
ascribed no value to the CVRs and therefore is not providing any opinion with regard to any aspect of the
CVRs, which are further described in the CVR Agreement.

Material Financial Analyses

The following summarizes the material financial analyses reviewed by Raymond James with Catalyst's then-
board of directors during its meeting on December 21, 2022. Unless the context indicates otherwise, the
analyses relied upon the closing price of the common stock of the selected companies listed below as of
December 20, 2022. Unless otherwise indicated, for each of the following analyses performed by Raymond
James, financial and market data and earnings estimates for the selected companies were based on the
companies’ filings with the SEC and certain publicly available research analyst estimates for those
companies. The financial analyses summarized below include information presented in tabular format. In
order to fully understand the financial analyses performed by Raymond James, the tables must be read
together with the text of each summary. The tables alone do not constitute a complete description of the
financial analyses performed by Raymond James. Considering the data set forth in the tables below without
considering the full narrative description of the financial analyses, including the methodologies and
assumptions underlying the analyses, could create a misleading or incomplete view of the financial analyses
performed by Raymond James. No company or transaction used in the analyses described below is identical
or directly comparable to Catalyst, BC or the Contributions or other transactions contemplated by the F351
Agreement and the Business Combination Agreement.

Selected Companies Analysis. Raymond James analyzed the equity values of the following 16 publicly-
traded biotechnology companies (the “Selected Companies”). Selected Companies included clinical- or
commercial-stage biotechnology companies targeting pulmonary and liver fibrosis indications as well as
other similar indications with equity values between $100.0 million and $2.0 billion.

($ in millions) Equity Value (as of
Company 12/20/22)
89bio, Inc. $ 525.9
Arbutus Biopharma Corporation 378.7
BELLUS Health Inc. 1,096.1
CymaBay Therapeutics, Inc. 391.2
FibroGen, Inc. 1,350.2
Genfit S.A. 178.8
Intercept Pharmaceuticals, Inc. 511.1
Inventiva S.A. 182.8
Mirum Pharmaceuticals, Inc. 654.8
Oramed Pharmaceuticals Inc. 323.9
Pliant Therapeutics, Inc. 929.4
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(% in millions) Equity Value (as of
Company 12/20/22)
PureTech Health plc 919.0
Terns Pharmaceuticals, Inc. 317.8
Theravance Biopharma, Inc. 725.0
Verona Pharma plc 1,405.8
Viking Therapeutics, Inc. 551.4

Raymond James calculated the equity values of the Selected Companies. Raymond James reviewed the
mean, median, 25t percentile and 75th percentile of equity values of the Selected Companies to derive a
range of potential values for BC. Raymond James compared those equity values to the Transaction
Consideration. The results of the Selected Companies analysis are summarized below:

Selected Companies Equity Value as of 12/20/22
($ in millions)

25th 75th
Percentile Median Mean Percentile
Equity Value $365.0 $538.6 $652.6 $921.6

Selected Transaction Analysis. Raymond James analyzed publicly available information relating to selected
acquisition transactions that were announced and consummated between 2021 and December 20, 2022 for
which the buyer acquired an ownership stake of greater than 50% for an implied equity value between $10.0
million and $3.0 billion, and in which the target was either a late-clinical-stage biotechnology company or
commercial-stage biotechnology company with one or two marketed products with less than $400.0 million
in most recent historical annual revenue (the “Selected Transactions”). Biotechnology companies
specializing in oncology, gene therapy, cell therapy, and COVID-19 were omitted due to their dissimilarity to
the indications targeted by BC. No target of a transaction used in this analysis is identical to BC. For each
transaction, Raymond James reviewed the implied equity value. Implied equity value was estimated
excluding the value of any contingent value rights. The Selected Transactions used in the analysis included:

($in
millions) Implied Equity
Announce Value
Date Target Buyer (excluding CVR)
08/22/2022 Aerie Pharmaceuticals, Inc. Alcon Research, Ltd. $753.5
07/21/2022 ARS Pharmaceuticals, Inc. Silverback Therapeutics, Inc. 251.8
La Jolla Pharmaceutical
07/11/2022 Company Innoviva, Inc. 150.5
Gurnet Point Capital and Patient Square
06/23/2022 Radius Health, Inc. Capital 502.6
01/19/2022 Zogenix, Inc. UCB Biosciences, Inc. 1,488.0
11/22/2021 Sanifit Therapeutics S.A. Vifor Pharma AG 230.5
11/11/2021 Forendo Pharma Ltd Organon & Co. 75.0
09/29/2021 Caelum Biosciences, Inc. Alexion Pharmaceuticals, Inc. 150.0
09/13/2021 First Wave Bio, Inc. AzurRx BioPharma 24.0
09/08/2021 Kadmon Holdings, Inc. Sanofi 1,646.7
05/24/2021 Strongbridge Biopharma plc Xeris Biopharma Holdings, Inc. 184.2
05/05/2021 Chiasma, Inc. Amryt Pharma plc 260.3
02/01/2021 Viela Bio, Inc. Horizon Therapeutics plc 2,909.9
01/04/2021 Arvelle Therapeutics GmbH Angelini Acraf 610.0

Raymond James calculated the implied equity values of the Selected Transactions. Raymond James
reviewed the mean, median, 25th percentile and the 75th percentile of the implied equity values to derive a
range of potential values for BC. Raymond James compared those implied equity values to the Transaction
Consideration. The results of the Selected Transactions analysis are summarized below:

Selected Transactions as of 12/20/22
($ in millions)

25th 75th
Percentile Median Mean Percentile
Implied Equity Value (excluding CVR) $158.9 $256.1 $659.8 $717.7
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Discounted Cash Flow Analysis. Raymond James also performed a discounted cash flow analysis with
respect to BC and the Purchased Assets based upon the Projections and the certificate received from a
member of management of Catalyst.

Raymond James analyzed the discounted present value of BC's unlevered, after-tax, risk-adjusted free cash
flows for the years ending December 31, 2023 through 2031 on a standalone basis. Raymond James used
after-tax, risk adjusted unlevered free cash flows, defined as earnings before interest, after taxes, plus
depreciation, plus amortization, less capital expenditures, less investment in working capital.

The discounted cash flow analysis was based on the Projections. Consistent with the periods included in the
Projections, Raymond James used calendar year 2031 as the final year for the analysis and assumed that
BC has no terminal value as of December 31, 2031.

The projected after-tax, risk-adjusted unlevered free cash flows were discounted using rates ranging from
10.7% to 12.7%, which reflected the weighted average after-tax cost of debt and equity capital associated
with executing BC’s business plan. Raymond James reviewed the range of risk-adjusted equity values
derived in the discounted cash flow analysis and compared them to the Transaction Consideration. The
results of the discounted cash flow analysis are summarized below:

BC Implied Equity Value as of 12/20/22
($ in millions)

Minimum Maximum

Risk Adjusted Implied Equity Value $408.4 $447.8

Summary. Raymond James compared the low and high range of implied values for BC to the $335 million
proposed purchase price and determined that such amount was less than the range of most of the range of
implied values for BC.

Summary
($ in millions)

Low HIGH
Selected Companies analysis (1) $365.0 $921.6
Selected Transactions analysis(2) $158.9 $717.7
Discounted cash flow analysis (3) $408.4 $447.8

(1) Selected Companies analysis represents a range of the 25th percentile to 75th percentile of the equity values.

(2) Selected Transactions analysis represents a range of the 25th percentile to the 75th percentile of the implied equity value
excluding any value associated with contingent value rights (CVRs).

(3) Discounted cash flow analysis based on risk adjusted equity value.

The Raymond James fairness opinion is based upon market, economic, financial and other circumstances
and conditions existing and disclosed to Raymond James as of December 20, 2022 and any material change
in such circumstances and conditions would require a reevaluation of the Raymond James fairness opinion,
which Raymond James is under no obligation to undertake. Raymond James has relied upon and assumed,
without independent verification, that there has been no change in the business, assets, liabilities, financial
condition, results of operations, cash flows or prospects of Catalyst, Continent, GNI Japan, BC, any Asset
Seller or any Contributor since the respective dates of the most recent financial statements and other
information, financial or otherwise, provided to Raymond James that would be material to Raymond James'
analyses or the Raymond James fairness opinion and that there is no information or any facts that would
make any of the information reviewed by Raymond James incomplete or misleading in any material respect.

Raymond James expresses no opinion as to the underlying business decision to effect the Contributions or
other transactions contemplated by the F351 Agreement and the Business Combination Agreement, the
structure or tax consequences of the Contributions or other transactions contemplated by the F351
Agreement and the Business Combination Agreement or the availability or advisability of any alternatives to
the Contributions. While Raymond James provided advice to Catalyst with respect to the proposed
Contributions and other transactions contemplated by the F351 Agreement and the Business Combination
Agreement, Raymond James did not recommend any specific amount of consideration or that any specific
consideration constituted the only appropriate consideration for the Contributions and other transactions
contemplated by the F351 Agreement and the Business Combination Agreement.
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In addition, Raymond James does not express any opinion as to the likely trading range of Catalyst Common
Stock following the Contributions and other transactions contemplated by the F351 Agreement and the
Business Combination Agreement, which may vary depending on numerous factors that generally impact the
price of securities or on the financial condition of Catalyst at that time.

The Raymond James fairness opinion is limited to the fairness, from a financial point of view, to Catalyst of
the Transaction Consideration to be paid by Catalyst. Raymond James expresses no opinion with respect to
any other reasons, legal, business or otherwise, that may support the decision of the board of directors of
Catalyst to approve or consummate the Contributions and other transactions contemplated by the F351
Agreement and the Business Combination Agreement. Furthermore, no opinion, counsel or interpretation is
intended by Raymond James on matters that require legal, accounting or tax advice. It is assumed that such
opinions, counsel or interpretations have been or will be obtained from the appropriate professional sources.
Furthermore, Raymond James has relied, with the consent of Catalyst's then-board of directors, on the fact
that Catalyst has been assisted by legal, accounting and tax advisors and Raymond James has, with the
consent of Catalyst's then-board of directors, relied upon and assumed the accuracy and completeness of
the assessments by Catalyst and its advisors as to all legal, accounting and tax matters with respect to
Catalyst and the Contributions and other transactions contemplated by the F351 Agreement and the
Business Combination Agreement.

In formulating its opinion, Raymond James has considered only what it understands to be the Transaction
Consideration to be paid by Catalyst in the Contributions and other transactions contemplated by the F351
Agreement and the Business Combination Agreement as described above and Raymond James did not
consider and expresses no opinion on, the fairness of the amount or nature of any compensation to be paid
or payable to any of Catalyst's, Continent’s, any Asset Seller's or any Contributor’s officers, directors or
employees, or class of such persons, whether relative to the compensation received by any such party or
otherwise. Raymond James has not been requested to opine as to and the Raymond James fairness opinion
does not express an opinion as to or otherwise address, among other things: (i) the fairness of the
Contributions or other transactions contemplated by the F351 Agreement and the Business Combination
Agreement to the holders of any class of securities, creditors or other constituencies of Catalyst, or to any
other party, or (ii) the fairness of the Transaction to any one class or group of Catalyst's or any other party’s
security holders or other constituencies vis-a-vis any other class or group of Catalyst’s or such other party’s
security holders or other constituencies (including, without limitation, the allocation of any consideration to be
received in the Contributions and other transactions contemplated by the F351 Agreement and the Business
Combination Agreement amongst or within such classes or groups of security holders or other constituencies
or parties). Raymond James is not expressing any opinion as to the impact of the Contributions and other
transactions contemplated by the F351 Agreement and the Business Combination Agreement on the
solvency or viability of Catalyst, Continent, any Asset Seller or any Contributor or the ability of Catalyst,
Continent, any Asset Seller or any Contributor to pay their respective obligations when they come due.

The preparation of an opinion regarding fairness is a complex process and is not susceptible to a partial
analysis or summary description. Raymond James believes that its analyses must be considered as a whole
and that selecting portions of its analyses, without considering the analyses taken as a whole, would create
an incomplete view of the process underlying its opinion. In addition, Raymond James considered the results
of all its analyses and did not assign relative weights to any of the analyses, but rather made qualitative
judgments as to significance and relevance of each analysis and factor, so the ranges of valuations resulting
from any particular analysis described above should not be taken to be the view of Raymond James as to
the actual value of Catalyst.

In performing its analyses, Raymond James made numerous assumptions with respect to industry
performance, general business, economic and regulatory conditions and other matters, many of which are
beyond the control of Catalyst. The analyses performed by Raymond James are not necessarily indicative of
actual values, trading values or actual future results which might be achieved, all of which may be
significantly more or less favorable than suggested by its analyses. Such analyses were provided to the
then-Catalyst board of directors (solely in its capacity as such) and were prepared solely as part of the
analysis of Raymond James of the fairness, from a financial point of view, to Catalyst of the Transaction
Consideration to be paid by Catalyst. The analyses do not purport to be appraisals or to reflect the prices at
which companies may actually be sold, and such estimates are inherently subject to uncertainty. The opinion
of Raymond James was one of many factors taken into account by the then-board of directors of Catalyst in
making its determination to approve the Contributions and other transactions contemplated
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by the F351 Agreement and the Business Combination Agreement. Neither Raymond James’ opinion nor the
analyses described above should be viewed as determinative of the then-board of directors of Catalyst or
Catalyst management’s views with respect to Catalyst or the Contributions and other transactions
contemplated by the F351 Agreement and the Business Combination Agreement.

The Raymond James opinion was necessarily based upon market, economic, financial and other
circumstances and conditions existing and disclosed to it on December 20, 2022, and any material change
in such circumstances and conditions may affect the opinion of Raymond James, but Raymond James does
not have any obligation to update, revise or reaffirm that opinion. Raymond James relied upon and assumed,
without independent verification, that there had been no change in the business, assets, liabilities, financial
condition, results of operations, cash flows or prospects of Catalyst since the respective dates of the most
recent financial statements and other information, financial or otherwise, provided to Raymond James that
would be material to its analyses or its opinion, and that there was no information or any facts that would
make any of the information reviewed by Raymond James incomplete or misleading in any material respect.

During the two years preceding the date of Raymond James’ written opinion, Raymond James has been
engaged by or otherwise performed services for Catalyst for which it was paid fees of approximately
$951,000 (separate from any amounts that were paid to Raymond James under the engagement letter
described in this proxy statement pursuant to which Raymond James was retained as a financial advisor to
Catalyst to assist in reviewing strategic alternatives). Catalyst also reimbursed Raymond James for its
expenses incurred in connection with its services. During the two years preceding the date of Raymond
James’ written opinion, Raymond James has not been engaged by or otherwise performed services for BC,
GNI, or their respective affiliates.

For services rendered in connection with the delivery of its opinion, Catalyst paid Raymond James a cash
advisory fee of $750,000 upon delivery of its opinion, which was not contingent upon the successful
completion of the Contributions or other transactions contemplated by the F351 Agreement and the
Business Combination Agreement or on the conclusion reached in its opinion. Catalyst also agreed to
reimburse Raymond James for its expenses incurred in connection with its services, including the fees and
expenses of its counsel, and will indemnify Raymond James against certain liabilities arising out of its
engagement.

Raymond James is actively involved in the investment banking business and regularly undertakes the
valuation of investment securities in connection with public offerings, private placements, business
combinations and similar transactions. In the ordinary course of business, Raymond James may trade in the
securities of Catalyst for its own account and for the accounts of its customers and, accordingly, may at any
time hold a long or short position in such securities. Raymond James may provide investment banking,
financial advisory and other financial services to Catalyst or other participants in the Contributions or other
transactions contemplated by the F351 Agreement and the Business Combination Agreement in the future,
for which Raymond James may receive compensation.

The delivery of the Raymond James fairness opinion was approved by an opinion committee of Raymond
James.

The Raymond James fairness opinion is for the information of the then-board of directors of Catalyst (solely
in each director's capacity as such) in evaluating the proposed Contributions and other transactions
contemplated by the F351 Agreement and the Business Combination Agreement and does not constitute a
recommendation to the board or any stockholder of Catalyst regarding how the board or any such
stockholder should vote on the proposed Contributions and other transactions contemplated by the F351
Agreement and the Business Combination Agreement.

Certain BC Unaudited Prospective Financial Information

As a matter of course, Catalyst does not publicly disclose forecasts or internal projections of future financial
results due to, among other reasons, the uncertainties of the new drug development, approval and
commercialization processes, and the inherent unpredictability and subjectivity of underlying assumptions
and estimates concerning future revenues, expenses and liabilities. However, in connection with Catalyst's
then-board of directors’ evaluation of the Transaction Consideration, certain internal financial projections (the
“Projections”) for BC were prepared by the management of Catalyst and provided to Raymond James solely
for use by Raymond James in connection with the rendering of its fairness opinion and performing its related
financial analyses, as described below. A summary of the Projections is set forth below.

The inclusion of the Projections should not be deemed an admission or representation by Catalyst,
Raymond James, BC or any of their respective officers, directors, affiliates, advisors, or other
representatives with respect to such Projections. The Projections are not included to influence your views on
the Contributions or other transactions
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contemplated by the F351 Agreement and the Business Combination Agreement and are summarized in this
proxy statement solely to provide stockholders access to certain non-public information considered by
Catalyst's then-board of directors in connection with its evaluation of the Contributions or other transactions
contemplated by the F351 Agreement and the Business Combination Agreement and provided to Catalyst's
financial advisor, Raymond James, to assist with its financial analyses as described in the section titled
“Opinion of Catalyst's Financial Advisor.” The information from the Projections should be evaluated, if at all,
in conjunction with the historical financial statements and other information regarding Catalyst and BC in this
proxy statement.

The Projections were not prepared with a view toward public disclosure, nor were they prepared with a view
toward compliance with published guidelines of the SEC, the guidelines established by the American
Institute of Certified Public Accountants for preparation and presentation of prospective financial information,
or generally accepted accounting principles (“GAAP”). Neither Catalyst's nor BC’s independent registered
public accounting firm, nor any other independent accountant, has audited, reviewed, compiled, examined or
performed any procedures with respect to the unaudited prospective financial information for the purpose of
its inclusion herein, and accordingly, neither the independent registered public accounting firm of Catalyst or
BC nor any other independent accountant expresses an opinion or provides any other form of assurance
with respect thereto for the purpose of this proxy statement. The reports of the independent accountant of
Catalyst and BC included in this proxy statement relate to the previously issued financial statements of
Catalyst and BC. The reports do not extend to the Projections and should not be read to do so.

The Projections are being included in this proxy statement in accordance with subsection (a)(6) of Item 1015
of Regulation M-A because they constitute part of the bases of the analysis conducted by Raymond James
as described herein, in connection with delivering its opinion described under the section entitled “Opinion of
Catalyst's Financial Advisor.” The Projections include estimates concerning unlevered, after-tax, risk-
adjusted free cash flow, which is a “non-GAAP financial measure”. Non-GAAP financial measures should not
be viewed as a substitute for GAAP financial measures and may be different from non-GAAP financial
measures used by other companies. Furthermore, there are limitations inherent in non-GAAP financial
measures because they exclude charges and credits that are required to be included in a GAAP
presentation. Accordingly, non-GAAP financial measures should be considered together with, and not as an
alternative to, financial measures prepared in accordance with GAAP. The SEC rules, which otherwise
would require a reconciliation of a non-GAAP financial measure to a GAAP financial measure, do not apply
to non-GAAP financial measures provided to a board of directors or to financial advisors in connection with a
proposed business combination transaction such as a merger if the disclosure is included in a document
such as this proxy statement to comply with requirements under state laws, including case law. The
Projections were provided to Raymond James in order for it to render its opinion and to Catalyst's then-board
of directors in connection with its consideration of the Contributions and other transactions contemplated by
the F351 Agreement and the Business Combination Agreement, and Catalyst believes it has an obligation to
disclose such projections under Delaware law, including applicable case law, in order to provide a fair
summary of certain of the financial analyses and substantive work of Raymond James. In addition,
reconciliations of non-GAAP financial measures to a GAAP financial measure were not provided to nor relied
upon by Raymond James in connection with rendering its opinion with respect to the Contributions and other
transactions contemplated by the F351 Agreement and the Business Combination Agreement. Accordingly,
Catalyst has not provided a reconciliation of the financial measures included in the Projections to the
relevant GAAP financial measures.

The Projections are subjective in many respects and thus subject to interpretation. While presented with
numeric specificity, the Projections reflect numerous estimates and assumptions that are inherently
uncertain with respect to general business, economic, market and financial conditions and matters specific to
Catalyst or BC that are inherently uncertain and beyond BC's or Catalyst's control and which may prove not
to have been, or to no longer be, accurate, including matters relating to the development of BC’s product
candidates, the likelihood of receiving FDA approval for BC's product candidates, the future commercial
success of BC'’s products, if developed, approved and commercialized, and the other factors described or
referenced under the section entitled “Cautionary Statement Regarding Forward-Looking Statements” and
under the section entitled “Risk Factors,” all of which are difficult to predict and many of which are beyond
Catalyst's or BC's control. If any of these variables, estimates and assumptions prove to be wrong, the actual
results for the combined company’s business may differ materially from the results reflected in the
Projections. In addition, the Projections cover an extended period of time, and this information by its nature
becomes subject to greater uncertainty with each successive year. Accordingly, there can be no assurance
that the estimates and assumptions made in preparing the Projections will prove accurate or that any of the
Projections will be realized. Important factors that may affect actual results and cause these Projections to
not be achieved
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include, but are not limited to, risks and uncertainties relating to BC’s business (including the ability to
achieve strategic goals, objectives and targets over the applicable periods, and obtain regulatory approval of
BC'’s product candidates), the future commercial success of BC’s current and future products, the successful
development of BC's product candidates, industry performance, the regulatory environment, general
business and economic conditions and other factors.

The Projections assume sufficient capital availability for BC. Many of the assumptions reflected in the
Projections are subject to change, and none of the Projections reflect revised prospects for BC's business,
changes in general business or economic conditions or any other transaction or event that has occurred or
that may occur and that was not anticipated at the time such financial information was prepared. Except
required by law, neither Catalyst nor BC assume any obligation, nor does any of them intend, to update or
otherwise revise the Projections to reflect circumstances existing or arising after the date the Projections
were generated or to reflect the occurrence of future events, even in the event that any or all of the
assumptions or other information underlying the Projections are shown to be in error. There can be no
assurance that the results reflected in any of the Projections will be realized or that actual results will not
materially vary from the Projections. Therefore, the inclusion of the Projections in this proxy statement
should not be relied on as predictive of actual future events nor construed as financial guidance.

N