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Item 1.01 Entry into a Material Definitive Agreement.
On December 4, 2019, Allakos Inc. (the “Company”) entered into a lease agreement (the “Lease”) with ARE-San Francisco No. 63, LLC (the “Landlord”)
for approximately 98,000 square feet of office space in a building to be constructed at 825 Industrial Road, San Carlos, California 94070 (the “Premises”). The
Company expects to move into the Premises in mid-2021.
The term of the Lease commences on the date the Premises are delivered to the Company in shell condition ready for the Company to make certain tenant
improvements (the “Commencement Date”). The Premises are currently estimated to be delivered on or about November 1, 2020. Subject to certain exceptions,
monthly rent payments under the Lease are expected to commence on the earlier of (i) nine (9) months after the Commencement Date or (ii) the date the
Company’s tenant improvements are substantially completed (the “Rent Commencement Date”). The term of the Lease will continue until the end of the 123rd full
calendar month following the Rent Commencement Date, unless earlier terminated in accordance with the terms of the Lease.
Beginning on the Rent Commencement Date, the Company is obligated to make monthly rent payments in an amount of $5.75 per rentable square foot, at
an annualized base rate of $69.00 per rentable square foot per year, which is subject to scheduled increases for the term of the Lease on each anniversary of the
Rent Commencement Date, plus certain operating expenses, property taxes and insurance costs. Subject to certain terms, the Lease provides a 90-day rent free
period immediately following the Rent Commencement Date. Pursuant to the Lease, the Landlord will contribute up to $150.00 per rentable square foot of the
Premises (or approximately $14.7 million) toward the cost of tenant improvements for the Premises.
The Lease also provides the Company a right of first refusal (“ROFR”) from the date of the Lease until the date which is 12 months following the Rent
Commencement Date covering certain additional office space (the “ROFR Space”) under which the Landlord must provide notice of any pending deal to lease all
or a portion of the ROFR Space to a third party (“Pending Deal”). If the Company elects to exercise its ROFR, the ROFR Space will be added to the Lease on the
same general terms described therein, except that the terms of the Lease will be modified to reflect the terms of the Pending Deal, subject to conditions and terms
more particularly described in the Lease.
The Company is also required to provide the Landlord with a $1.47 million security deposit in the form of a letter of credit. The Company has the right to
sublease the Premises, subject to certain conditions and landlord consent. The Company also has a one-time option to renew the Lease for an additional five years
at the then prevailing effective market rental rate.
The Lease also contains customary provisions allowing the Landlord to terminate the Lease if the Company fails to remedy a breach of any of its
obligations within specified time periods, or upon bankruptcy or insolvency of the Company.
The foregoing summary of the Lease does not purport to be complete and is qualified in its entirety by reference to the full text of the Lease, which will be
filed as an exhibit to the Company's Annual Report on Form 10-K for the period ending December 31, 2019.
Item 2.03 Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a Registrant.
The information included in Item 1.01 of this Current Report on Form 8-K is incorporated into this Item 2.03 of this Current Report on Form 8-K by
reference.
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