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PART I—FINANCIAL INFORMATION
Item 1. Financial Statements (unaudited).
ALLAKOS INC.

BALANCE SHEETS
(in thousands, except per share data)

September 30, December 31,
2022 2021
(unaudited)
Assets
Current assets:
Cash and cash equivalents $ 205290 $ 152,822
Investments 120,030 271,416
Prepaid expenses and other current assets 13,882 27,343
Total current assets 339,202 451,581
Property and equipment, net 40,215 43,100
Operating lease right-of-use assets 30,464 31,707
Other long-term assets 8,685 8,436
Total assets $ 418,566 $ 534,824
Liabilities and stockholders’ equity
Current liabilities:
Accounts payable $ 4616 $ 13,692
Accrued expenses and other current liabilities 22,972 26,557
Total current liabilities 27,588 40,249
Operating lease liabilities, net of current portion 46,799 49,099
Total liabilities 74,387 89,348
Contingencies (Note 7)
Stockholders’ equity:
Preferred stock, $0.001 par value per share; 20,000 shares
authorized as of September 30, 2022 and December 31, 2021;
no shares issued and outstanding as of September 30, 2022
and December 31, 2021 _ _
Common stock, $0.001 par value per share; 200,000 shares
authorized as of September 30, 2022 and December 31, 2021;
85,193 and 54,622 shares issued and outstanding as of
September 30, 2022 and December 31, 2021, respectively 85 54
Additional paid-in capital 1,233,945 1,058,399
Accumulated other comprehensive loss (64) (153)
Accumulated deficit (889,787) (612,824)
Total stockholders’ equity 344,179 445,476
Total liabilities and stockholders’ equity $ 418,566 $ 534,824

See accompanying notes to unaudited interim financial statements
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Operating expenses
Research and development
General and administrative
Total operating expenses
Loss from operations
Interest income
Other expense, net
Net loss

Unrealized gain (loss) on investments

Comprehensive loss

Net loss per common share:
Basic and diluted

ALLAKOS INC.
STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS
(in thousands, except per share data)

Weighted-average number of common shares outstanding:

Basic and diluted

(unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2022 2021 2022 2021
$ 18,438 $ 43560 $ 229,693 $ 123,460
13,007 19,056 46,520 51,936
31,445 62,616 276,213 175,396
(31,445) (62,616) (276,213) (175,396
711 74 898 307
(103) (187) (1,648) (407)
(30,837) (62,729) (276,963) (175,496
196 (13) 89 11
$ (30,641) $ (62,742) $ (276,874) $ (175,485)
$ (0.53) $ (1.16) $ (4.95) $ (3.27)
58,169 54,069 55,905 53,644

See accompanying notes to unaudited interim financial statements
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Balance at December 31, 2021
Stock-based compensation expense
Issuance of common stock upon exercise of stock options
Issuance of common stock upon 2018 ESPP purchase
Issuance of common stock upon vesting of restricted stock units
Unrealized loss on investments
Net loss

Balance at March 31, 2022

Stock-based compensation expense
Issuance of common stock upon exercise of stock options
Issuance of common stock upon vesting of restricted stock units
Unrealized gain on investments
Net loss

Balance at June 30, 2022

Stock-based compensation expense
Issuance of common stock upon exercise of stock options
Issuance of common stock upon 2018 ESPP purchase
Issuance of common stock upon vesting of restricted stock units
Issuance of common stock upon registered direct offering, net
Unrealized gain on investments
Net loss

Balance at September 30, 2022

Balance at December 31, 2020
Stock-based compensation expense
Issuance of common stock upon exercise of stock options
Issuance of common stock upon 2018 ESPP purchase
Issuance of common stock upon vesting of restricted stock units
Unrealized gain on investments
Net loss

Balance at March 31, 2021

Stock-based compensation expense
Issuance of common stock upon exercise of stock options
Issuance of common stock upon vesting of restricted stock units
Unrealized loss on investments
Net loss

Balance at June 30, 2021

Stock-based compensation expense
Issuance of common stock upon exercise of stock options
Issuance of common stock upon 2018 ESPP purchase
Issuance of common stock upon vesting of restricted stock units
Unrealized loss on marketable securities
Net loss

Balance at September 30, 2021

ALLAKOS INC.

(in thousands)

STATEMENTS OF STOCKHOLDERS’ EQUITY

(unaudited)
Additional Accumulated Other Total
Paid-In Comprehensive Gain Accumulated Stockholders’
Common Stock Capital (Loss) Deficit Equity
Shares Amount
54,622 $ 54 $ 1,058,399 $ (153) $ (612,824) $ 445,476
— — 11,392 — — 11,392
34 — 104 — — 104
42 — 243 — — 243
63 — — — — —
— — — (316) — (316)
— — — — (197,023) (197,023)
54,761 $ 54 $ 1,070,138 $ “469) $ (809,847) $ 259,876
— — 11,761 — — 11,761
25 — 66 — — 66
58 — — — — —
— — — 209 — 209
— — — — (49,103) (49,103)
54,844  § 54 $ 1,081,965 § (260) $ (858,950) $ 222,809
— — 10,732 — — 10,732
346 1 492 — — 493
62 — 195 — — 195
59 — — — — —
29,882 30 140,561 — — 140,591
— — — 196 — 196
— — — — (30,837) (30,837)
85,193 $ 85 $ 1,233,945 $ 64) $ (889,787) $ 344,179
Additional Accumulated Other Total
Paid-In Comprehensive Gain Accumulated Stockholders’
Common Stock Capital (Loss) Deficit Equity
Shares Amount
53,081 $ 58 $ 997,298 $ 8 $ (342,964) $ 654,395
— — 12,354 — — 12,354
321 — 3,788 — — 3,788
17 — 995 — — 995
38 — — — — —
— — — 80 — 80
= — = = (55,558) (55,558)
53,457 $ 53 $ 1,014,435 $ 88 $ (398,522) $ 616,054
= = 11,397 = = 11,397
443 — 800 — — 800
36 — — — — —
— — — (56) — (56)
— — — — (57,209) (57,209)
53,936 53 1,026,632 32 (455,731) 570,986
— — 12,496 — — 12,496
308 1 3,039 — — 3,040
12 — 773 — = 773
36 — — — — —
— — — 3) — 13)
— — — — (62,729) (62,729)
54,292 $ 54 $ 1,042,940 $ 19 $ (518,460) $ 524,553

See accompanying notes to unaudited interim financial statements
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ALLAKOS INC.
STATEMENTS OF CASH FLOWS
(in thousands)

(unaudited)
Nine Months Ended
September 30,
2022 2021
Cash flows from operating activities
Net loss $ (276,963) $ (175,496)
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization 5,560 1,128
Stock-based compensation 33,885 36,247
Net amortization of premiums and discounts on investments 2,335 2,035
Noncash lease expense 2,459 2,103
Loss on disposal of property and equipment 28 —
Changes in operating assets and liabilities:
Prepaid expenses and other current assets 12,569 (13,467)
Other long-term assets (1,051) (9,850)
Accounts payable (8,820) (6,038)
Accrued expenses and other current liabilities 157 18,465
Operating lease liabilities, net of current portion (3,344) 2,397
Net cash used in operating activities (233,185) (142,476)
Cash flows from investing activities
Purchases of investments (139,958) (255,877)
Proceeds from sales of investments 19,989 —
Proceeds from maturities of investments 270,000 474,000
Proceeds from sale of property and equipment 1,169 —
Purchases of property and equipment (8,042) (17,800)
Net cash provided by investing activities 143,158 200,323
Cash flows from financing activities
Proceeds from issuance of common stock, net of issuance costs 140,591 —
Proceeds from exercise of stock options 663 7,628
Proceeds from issuance of common stock under the 2018 ESPP 438 1,768
Net cash provided by financing activities 141,692 9,396
Net increase (decrease) in cash, cash equivalents and
restricted cash 51,665 67,243
Cash, cash equivalents and restricted cash, beginning of period 155,097 209,452
Cash, cash equivalents and restricted cash, end of period $ 206,762 $ 276,695
Supplemental disclosures
Noncash investing and financing items:
Right-of-use assets obtained in exchange for lease obligations $ 1,216 $ —
Lessor-funded lease incentives included in property and equipment $ — 9,995
Decrease in payables related to purchase of property
and equipment $ (4,170) $ —
Property and equipment purchased, not yet paid $ — 3 5,317

See accompanying notes to unaudited interim financial statements
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ALLAKOS INC.
NOTES TO UNAUDITED INTERIM FINANCIAL STATEMENTS

1. Organization and Business

Allakos Inc. (“Allakos” or the “Company”) was incorporated in the state of Delaware in March 2012. Allakos is a clinical stage biopharmaceutical
company focused on the development of lirentelimab (AK002) and AKO006 for the treatment of eosinophil and mast cell related diseases. The Company’s
primary activities to date have included establishing its facilities, recruiting personnel, conducting research and development of its product candidates and
raising capital. The Company’s operations are located in San Carlos, California. The Company operates in one reportable segment.

Since inception, the Company has incurred net losses and negative cash flows from operations. During the nine months ended September 30, 2022,
the Company incurred a net loss of $277.0 million. At September 30, 2022, the Company had an accumulated deficit of $889.8 million and does not expect
to experience positive cash flows from operating activities in the foreseeable future. The Company has financed its operations to date primarily through the
sale of common stock. Management expects to incur additional operating losses in the future as the Company continues to further develop, seek regulatory
approval for and, if approved, commence commercialization of its product candidates.

Due to the clinical study results released in December 2021, our Board of Directors approved in February 2022 plans to reduce our contractual
commitments and a reorganization plan (the “Reorganization Plan”) to reduce operating costs and better align our workforce with the clinical development
plans of our business.

2. Summary of Significant Accounting Policies

Basis of Presentation

The unaudited interim financial statements have been prepared in accordance with United States generally accepted accounting principles (“U.S.
GAAP?”). The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions that affect the
amounts and disclosures reported in the financial statements and accompanying notes.

The interim balance sheet as of September 30, 2022, the statements of operations and comprehensive loss, statements of stockholders’ equity and
statements of cash flows for the nine months ended September 30, 2022 and 2021 are unaudited. The unaudited interim financial statements have been
prepared on the same basis as the audited annual financial statements and reflect, in the opinion of management, all adjustments of a normal and recurring
nature that are necessary for the fair presentation of the Company’s financial position as of September 30, 2022 and its results of operations and
comprehensive loss for the three and nine months ended September 30, 2022 and 2021 and its cash flows for the nine months ended September 30, 2022
and 2021. Certain information and note disclosures normally included in annual audited financial statements prepared in accordance with U.S. GAAP have
been omitted. The financial data and the other financial information disclosed in these notes to the interim financial statements are also unaudited. The
results of operations for any interim period are not necessarily indicative of the results to be expected for the entire year or for any other future annual or
interim period. The balance sheet as of September 30, 2022 included herein was derived from the audited financial statements as of that date. These interim
financial statements should be read in conjunction with the Company’s audited financial statements included in the Company’s Annual Report on Form 10-
K, which was filed with the SEC on March 1, 2022.

Use of Estimates

Management uses significant judgment when making estimates related to common stock valuation and related stock-based compensation expense,
accrued research and development expense, and lease-related assets and liabilities. Management bases its estimates on historical experience and on various
other assumptions that are believed to be reasonable under the circumstances, the results of which form the basis for making judgments about the carrying
values of assets and liabilities that are not readily apparent from other sources. Actual results could differ from those estimates under different assumptions
or conditions, and those differences could be material to the financial position and results of operations.

Concentration of Credit Risk and Other Risks and Uncertainties

Financial instruments that potentially subject the Company to credit risk principally consist of cash, cash equivalents and investments. These
financial instruments are held in accounts at a single financial institution that management believes possesses high credit quality. Amounts on deposit with
this financial institution have and will continue to exceed federally-insured limits. The Company has not experienced any losses on its cash deposits.
Additionally, the Company’s investment policy limits its investments to certain types of securities issued by or backed by the U.S. government and its
agencies.

The Company is subject to a number of risks similar to that of other early stage biopharmaceutical companies, including, but not limited to, the need
to obtain adequate additional funding, possible failure of current or future clinical trials, its reliance on third-parties to conduct its clinical trials, the need to
obtain regulatory and marketing approvals for its product candidates, competitive developments, the need to successfully commercialize and gain market
acceptance of the Company’s product candidates, its right to develop and



commercialize its product candidates pursuant to the terms and conditions of the licenses granted to the Company, protection of proprietary technology, the
ability to make milestone, royalty or other payments due under licensing agreements, and the need to secure and maintain adequate manufacturing
arrangements with third-parties. If the Company does not successfully commercialize or partner its product candidates, it will be unable to generate product
revenue or achieve profitability.

Cash, Cash Equivalents and Restricted Cash

The Company considers all highly liquid investments with original maturities of three months or less from the date of purchase to be cash
equivalents.

The following table provides a reconciliation of cash, cash equivalents and restricted cash reported within the Company’s balance sheets and which,
in aggregate, represent the amounts reported in the accompanying statements of cash flows (in thousands):

September 30, December 31,
2022 2021
Cash and cash equivalents $ 205,290 $ 152,822
Restricted cash in other long-term assets 1,472 2,275
Total $ 206,762 $ 155,097
September 30, December 31,
2021 2020
Cash and cash equivalents $ 274,420 $ 207,177
Restricted cash in other long-term assets 2,275 2,275
Total $ 276,695 $ 209,452

Restricted cash at September 30, 2022 represents $1.5 million in security deposits for the lease of the Company’s facility in San Carlos,
California. The security deposit is in the form of a letter of credit secured by restricted cash.

Investments

The Company invests in marketable securities, primarily securities issued by the United States government and its agencies. The Company’s
investments are considered available-for-sale and are classified as current assets even when the stated maturities of the underlying securities exceed one
year from the date of the current balance sheet being reported. This classification reflects management’s ability and intent to utilize proceeds from the sale
of such investments to fund ongoing operations. Unrealized gains and losses are excluded from earnings and are reported as a component of accumulated
other comprehensive gain. The cost of securities sold is determined using the specific-identification method. Interest earned and adjustments for the
amortization of premiums and discounts on investments are included in interest income, net, on the statements of operations and comprehensive loss.
Realized gains and losses and declines in fair value judged to be other than temporary, if any, on investments in marketable securities are included in other
expense, net, on the statements of operations and comprehensive loss.

Operating Leases

The Company accounts for its leases in accordance with Financial Accounting Standards Board (“FASB”) Accounting Standards Codification
(“ASC”) 842, “Leases” (“ASC 842”). Right-of-use assets represent the Company’s right to use an underlying asset over the lease term and include any
lease payments made prior to the lease commencement date and are reduced by lease incentives. Lease liabilities represent the present value of the total
lease payments over the lease term, calculated using the Company’s incremental borrowing rate. In determining the Company’s incremental borrowing rate,
consideration is given to the term of the lease and the Company’s credit risk. The Company recognizes options to extend a lease when it is reasonably
certain that it will exercise such extension. The Company does not recognize options to terminate a lease when it is reasonably certain that it will not
exercise such early termination options. Lease expense is recognized on a straight-line basis over the expected lease term.

Accrued Research and Development Expense

Service agreements with contract development and manufacturing organizations (“CDMOs”), clinical contract research organizations (“CROs”) and
clinical investigative sites comprise a significant component of the Company’s research and development activities. External costs for these vendors are
recognized as the services are incurred. The Company accrues for expenses resulting from obligations under agreements with its third-parties for which the
timing of payments does not match the periods over which the materials or services are provided to the Company. Accruals are recorded based on estimates
of services received and efforts expended pursuant to agreements established with CDMOs, clinical CROs, clinical investigative sites and other outside
service providers. These estimates



are typically based on contracted amounts applied to the proportion of work performed and determined through analysis with internal personnel and
external service providers as to the progress or stage of completion of the services.

The Company makes judgements and estimates in determining the accrual balance in each reporting period. In the event advance payments are made
to a CDMO, clinical CRO, clinical investigative site or other outside service provider, the payments are recorded within prepaid expenses and other current
assets or other long-term assets, as appropriate, and subsequently recognized as research and development expense when the associated services have been
performed. As actual costs become known, the Company adjusts its liabilities and assets. Inputs, such as the extent of services received and the duration of
services to be performed, may vary from the Company’s estimates, which will result in adjustments to research and development expense in future periods.
Changes in these estimates that result in material changes to the Company’s accruals could materially affect the Company’s results of operations. The
Company’s historical estimates have not been materially different from actual amounts recorded.

Research and Development Expense

Research and development costs are expensed as incurred. Research and development costs include, among others, consulting costs, salaries,
benefits, travel, stock-based compensation, laboratory supplies and other non-capital equipment utilized for in-house research, allocation of facilities and
overhead costs and external costs paid to third-parties that conduct research and development activities on the Company’s behalf. Costs to terminate
commitments with third-party suppliers performing research and development activities and amounts incurred in connection with license agreements,
including milestone payments, are also included in research and development expense.

Advance payments for goods or services to be rendered in the future for use in research and development activities are deferred and included in
prepaid expenses, and other current assets or other long-term assets, as appropriate. The deferred amounts are expensed as the related goods are delivered
or the services are performed.

Comprehensive Loss

Comprehensive loss is defined as the change in stockholders’ equity during a period from transactions and other events and circumstances from non-
owner sources. The differences between net loss and comprehensive loss for the three and nine months ended September 30, 2022 and 2021 are a result of
unrealized gains and losses on the Company’s investments included in current assets on the Company’s balance sheets.

Net Loss per Share

The Company calculates basic net loss per share by dividing the net loss attributable to common stockholders by the weighted-average shares of
common stock outstanding during the period. The Company calculates diluted net loss per share after giving consideration to all potentially dilutive
securities outstanding during the period using the treasury-stock and if-converted methods, except where the effect of including such securities would be
anti-dilutive. Because the Company has reported net losses since inception, the effect from potentially dilutive securities would have been anti-dilutive and
therefore has been excluded from the calculation of diluted net loss per share.

On September 21, 2022, the Company closed an underwritten registered direct offering (the “September 2022 Offering”) pursuant to which the
Company sold approximately 29.9 million shares of our common stock. As a result, the Company's common stock outstanding increased from 54.6 million
shares as of December 31, 2021 to 85.2 million shares as of September 30, 2022. Refer to Note 8 “Stockholders’ Equity” for additional details related to
the offering.

Basic and diluted net loss per share was calculated as follows (in thousands, except per share data):

Three Months Ended Nine Months Ended
September 30, September 30,
2022 2021 2022 2021

Numerator:

Net loss $ (30,837) $ (62,729) $ (276,963) $ (175,496)
Denominator:

Weighted-average shares of common stock outstanding,

basic and diluted 58,169 54,069 55,905 53,644

Net loss per share, basic and diluted $ (0.53) $ (1.16) $ (4.95) $ (3.27)




The following table sets forth the potentially dilutive securities that have been excluded from the calculation of diluted net loss per share due to their
anti-dilutive effect for the periods indicated (in thousands):

Nine Months Ended
September 30,
2022 2021
Options to purchase common stock 5,365 5,607
Unvested restricted stock units 4,996 1,021
Unvested performance stock units 3,559 —
Shares issuable under employee stock purchase plans 63 5
Total 13,983 6,633

Recently Issued and Adopted Accounting Pronouncements

The Company has reviewed recently issued accounting pronouncements and concluded they are either not applicable to the business or that no
material effect is expected on the Company’s financial statements as a result of future adoption.

3. Fair Value Measurements

The Company measures and reports certain financial instruments as assets and liabilities at fair value on a recurring basis. The Company’s financial
assets measured at fair value on a recurring basis were as follows (in thousands):

September 30, 2022

Level 1 Level 2 Level 3 Total
Cash equivalents:
Money market funds $ 203,438 % —  $ — $ 203,438
Total cash equivalents 203,438 — — 203,438
Investments:
U.S. treasuries 120,030 — — 120,030
Total investments 120,030 — — 120,030
Total cash equivalents
and investments $ 323,468 $ — % —  $ 323,468
December 31, 2021
Level 1 Level 2 Level 3 Total
Cash equivalents:
Money market funds $ 150,781 $ — 3 — % 150,781
Total cash equivalents 150,781 — — 150,781
Investments:
U.S. treasuries 271,416 — — 271,416
Total investments 271,416 — — 271,416
Total cash equivalents
and investments $ 422,197  $ — $ — 5 422,197

The Company evaluates transfers between levels at the end of each reporting period. There were no transfers of assets or liabilities between levels
during the three and nine months ended September 30, 2022 and 2021.

4. Investments

All investments were considered available-for-sale at September 30, 2022. The amortized cost, gross unrealized holding gains or losses, and fair
value of the Company’s investments by major security type at September 30, 2022 and December 31, 2021 are summarized in the table below (in
thousands):

September 30, 2022

Amortized Unrealized Unrealized Fair
Cost Basis Gains Losses Value
Available-for-sale securities:
U.S. treasuries classified as investments $ 120,094 $ 6 $ (70) $ 120,030
Total available-for-sale securities $ 120,094 $ 6 $ (70) $ 120,030




December 31, 2021

Amortized Unrealized Unrealized Fair
Cost Basis Gains Losses Value
Available-for-sale securities:
U.S. treasuries classified as investments $ 271,570 $ 2 3 (156) $ 271,416
Total available-for-sale securities $ 271,570 $ 2 3 (156) $ 271,416

The amortized cost of available-for-sale securities is adjusted for amortization of premiums and accretion of discounts to maturity. As of September
30, 2022 and December 31, 2021, the aggregate fair value of securities held by the Company in an unrealized loss position for less than twelve months was
$85.6 million and $241.4 million, respectively. These securities had remaining maturities of less than one year. The Company has the intent and ability to
hold such securities until recovery and has determined that there has been no material change to their credit risk. As a result, the Company determined it did
not hold any investments with a credit loss at September 30, 2022 and December 31, 2021.

There were no material realized gains or losses recognized on the sale or maturity of available-for-sale securities during the three and nine months

ended September 30, 2022 and 2021, and as a result, there were no material reclassifications out of accumulated other comprehensive gain (loss) for the
same periods.

5. Balance Sheet Components and Supplemental Disclosures

Property and Equipment, Net

Property and equipment, net, consisted of the following (in thousands):

September 30, December 31,
2022 2021

Laboratory equipment $ 6,375 $ 4,676
Furniture and office equipment 3,946 1,947
Capitalized software 4,112 —
Leasehold improvements 32,458 4,581
Construction-in-progress 78 37,704
46,969 48,908

Less accumulated depreciation (6,754) (5,808)
Property and equipment, net $ 40,215  $ 43,100

Depreciation and amortization expense for the three months ended September 30, 2022 and 2021 was $1.5 million and $0.4 million, respectively.
Depreciation and amortization expense for the nine months ended September 30, 2022 and 2021 was $5.6 million and $1.1 million, respectively. Assets
included within construction-in-progress primarily related to leasehold improvements and other equipment relating to our new San Carlos headquarters and
were placed into service during the first quarter of 2022.

Other Long-Term Assets

Other long-term assets were $8.7 million and $8.4 million as of September 30, 2022 and December 31, 2021, respectively. Other long-term assets at
September 30, 2022 and December 31, 2021 included $6.4 million and $5.9 million, respectively, in advance payments to CDMOs for development and
manufacturing services expected to be provided more than one year from the balance sheet date.
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Accrued Expenses and Other Current Liabilities

Accrued expenses and other current liabilities consisted of the following (in thousands):

September 30, December 31,
2022 2021
Accrued contract research and development expense $ 12,278  $ 16,215
Accrued compensation and benefits expense 5,673 3,172
Current portion of operating lease liabilities 3,046 2,316
Other current liabilities 1,975 4,854
Total $ 22,972 $ 26,557

6. Leases

Operating Leases

The Company’s lease obligations primarily relate to leased office and laboratory space under noncancelable operating leases. In accordance with
ASC 842, the Company has performed an evaluation of its other contracts with vendors and has determined that, except for the leases described below,
none of its other contracts contain a material lease.

2018 Redwood City Lease

In January 2018, the Company entered into an operating lease agreement for approximately 25,000 square feet of office and laboratory space in
Redwood City, California (the “2018 Redwood City Lease”). The contractual term of the 2018 Redwood City Lease was 10.75 years beginning from the
substantial completion and delivery of the premises, which occurred in November 2018, and originally terminating in July 2029.

The 2018 Redwood City Lease included monthly base rent amounts escalating over the term of the lease. In addition, the lessor provided for a tenant
improvement allowance (“TIA”) of up to $1.4 million, which was fully utilized. The TIA was recorded as leasehold improvements, with offsetting
adjustments recorded to the associated operating lease right of use asset included on the Company’s balance sheets as of December 31, 2021.

In November 2021 the Company entered into a lease termination agreement (the “Lease Termination Agreement”) with respect to the 2018
Redwood City Lease. Pursuant to the Lease Termination Agreement, the 2018 Redwood City Lease was terminated effective April 30, 2022. The Company
accounted for this change in lease term as a modification of the original lease. As a result of the modification, the operating right-of-use asset and lease
liability were remeasured during the fourth quarter of 2021.

During the second quarter of 2022, the landlord paid $1.1 million in connection with the early termination and upon satisfaction of all remaining
conditions including the delivery of certain equipment and other assets related to the building.

2019 San Carlos Lease

In December 2019, the Company entered into an additional operating lease agreement for approximately 98,000 square feet of office and laboratory
space in San Carlos, California (the “2019 San Carlos Lease”). The contractual term of the 2019 San Carlos Lease is 10.25 years from August 2021 until
October 2031. The 2019 San Carlos Lease provides rent abatements and includes a one-time option to extend the lease term for five years. This option to
extend the lease term was not determined to be reasonably certain and therefore has not been included in the Company’s calculation of the associated
operating lease liability under ASC 842.

The 2019 San Carlos Lease includes monthly base rent amounts escalating over the term of the lease. In addition, the lessor provided for a TIA of up
to $14.7 million, which was fully utilized and are recorded in lease obligations.

The Company utilized its incremental borrowing rate to calculate the present value of the lease payments for the 2019 San Carlos Lease based on
information available on November 1, 2020, the lease commencement date for accounting purposes, which was the date the Company was deemed to have
obtained control of the premises. Calculation of the operating lease liability also included estimated future TIA reimbursements that had not yet been
received as of the lease commencement date. TIA reimbursements received subsequent to lease commencement date are recorded as reductions to the
operating lease liability.
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Classification of Operating Leases

The 2018 Redwood City Lease and the 2019 San Carlos Lease required security deposits of $0.8 million and $1.5 million, respectively, which the
Company satisfied by establishing letters of credit secured by restricted cash. Restricted cash related to the Company’s lease agreements are recorded in
other long-term assets or other current assets on the Company’s balance sheets depending on the timing in which the security deposit is expected to be
returned. During the second quarter of 2022 and in accordance with the Lease Termination Agreement, the restrictions associated with the $0.8 million
security deposit for the 2018 Redwood City Lease were released. As of September 30, 2022, a security deposit of $1.5 million for the 2019 San Carlos
Lease was recorded as restricted cash in other long-term assets on the Company's balance sheets.

Classification of the Company’s operating lease liabilities included on the Company's balance sheets at September 30, 2022 and December 31, 2021
was as follows (in thousands):

September 30, December 31,
2022 2021
Operating lease liabilities
Current portion included in accrued expenses and
other current liabilities $ 3,046 $ 2,316
Operating lease liabilities, net of current portion 46,799 49,099
Total operating lease liabilities $ 49,845 $ 51,415

The components of lease costs included in operating expenses in the Company’s statements of operations and comprehensive loss were as follows
(in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2022 2021 2022 2021
Operating lease costs $ 1,507 $ 1,724 $ 4,432 $ 5,133
Variable costs 890 581 2,578 820
Total lease costs $ 2,397 $ 2,305 $ 7,010 $ 5,953

Variable costs included in the table above represent amounts the Company pays related to property taxes, insurance, maintenance and repair costs.

Cash paid for amounts included in the measurement of the Company’s operating lease liabilities and presented within cash used in operating
activities in the statements of cash flows was $5.1 million and $0.9 million for the nine months ended September 30, 2022 and 2021, respectively.

Cash received for amounts related to tenant improvement allowances from lessors was $1.0 million and $10.3 million for the nine months ended
September 30, 2022 and 2021, respectively.

Operating Lease Obligations

Future lease payments required under operating leases included on the Company’s balance sheet at September 30, 2022 are as follows (in
thousands):

Fiscal Year Ending December 31,

2022 (remaining 3 months) $ 1,744
2023 7,044
2024 7,255
2025 7,473
2026 7,697
Thereafter 40,575
Total future lease payments 71,788
Less:
Present value adjustment 21,943
Operating lease liabilities $ 49,845
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Operating lease liabilities are based on the net present value of the remaining lease payments over the remaining lease term. In determining the
present value of lease payments, the Company used its incremental borrowing rate based on the information available at the lease commencement date. As
of September 30, 2022, the weighted-average remaining lease term of the Company’s leases was 9.3 years and the weighted-average discount rate used to
determine the operating lease liabilities included on the balance sheet was 8.5%.

As of September 30, 2022, the Company was not party to any lease agreements containing material residual value guarantees or material restrictive
covenants.

7. Contingencies

In-Licensing Agreements

The Company has entered into exclusive and non-exclusive, royalty bearing license agreements with third-parties for certain intellectual property.
Under the terms of the license agreements, the Company is obligated to pay milestone payments upon the achievement of specified clinical, regulatory and
commercial milestones. Research and development expense associated with the Company’s milestone payments are recognized when such milestone has
been achieved. Actual amounts due under the license agreements will vary depending on factors including, but not limited to, the number of products
developed and the Company’s ability to further develop and commercialize the licensed product. The Company is also subject to future royalty payments
based on sales of the licensed products. In-licensing payments to third-parties for milestones are recognized as research and development expense in the
period of achievement.

The Company did not recognize any milestone expense for the three and nine months ended September 30, 2022 and 2021. As of September 30,
2022, the Company has not incurred any royalty liabilities related to its license agreements, as product sales have not yet commenced.

Exclusive License Agreement with The Johns Hopkins University

In December 2013, the Company entered into a license agreement with The Johns Hopkins University (“JHU”) for a worldwide exclusive license to
develop, use, manufacture and commercialize covered product candidates including lirentelimab, which was amended in September 2016. Under the terms
of the agreement, the Company has made upfront and milestone payments of $0.7 million through September 30, 2022 and may be required to make
aggregate additional milestone payments of up to $1.8 million. The Company also issued 88,887 shares of common stock as consideration under the JHU
license agreement. In addition to milestone payments, the Company is also subject to low single-digit royalties to JHU based on future net sales of each
licensed therapeutic product candidate by the Company and its affiliates and sublicensees, with up to a low six-digit dollar minimum annual royalty
payment.

Non-exclusive License Agreement with BioWa Inc. and Lonza Sales AG

In October 2013, the Company entered into a tripartite agreement with BiowWa Inc. (“BioWa”), and Lonza Sales AG (“Lonza Sales”), for the non-
exclusive worldwide license to develop and commercialize product candidates including lirentelimab that are manufactured using a technology jointly
developed and owned by BioWa and Lonza Sales. Under the terms of the agreement, the Company has made milestone payments of $3.4 million through
September 30, 2022 and may be required to make aggregate additional milestone payments of up to $38.0 million. In addition to milestone payments, the
Company is also subject to minimum annual commercial license fees of $40,000 per year to BioWa until such time as BioWa receives royalty payments, as
well as low single-digit royalties to BioWa and to Lonza Sales. Royalties are based on future net sales by the Company and its affiliates and sublicensees.

Indemnification Agreements

The Company has entered into indemnification agreements with certain directors and officers that require the Company, among other things, to
indemnify them against certain liabilities that may arise by reason of their status or service as directors or officers. To date, except for the litigation
described in the Legal Contingencies section below, no such matters have arisen and the Company does not believe that the outcome of any claims under
indemnification arrangements will have a material adverse effect on its financial positions, results of operations or cash flows. Accordingly, the Company
has not recorded a liability related to such indemnifications at September 30, 2022.

Legal Contingencies

On March 10, 2020, a putative securities class action complaint captioned Kim v. Allakos et al., No. 20-cv-01720 (N.D. Cal.) was filed in the United
States District Court for the Northern District of California against the Company, its Chief Executive Officer, Dr.
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Robert Alexander, and its former Chief Financial Officer, Mr. Leo Redmond. The complaint asserts claims for violations of Sections 10(b) and 20(a) of the
Securities Exchange Act of 1934 and Rule 10b-5 promulgated thereunder and seeks damages based on alleged material misrepresentations and omissions
concerning its Phase 2 clinical trials of lirentelimab. The proposed class period is August 5, 2019, through December 17, 2019, inclusive. On August 28,
2020, the plaintiff filed an amended complaint, adding as defendants Adam Tomasi, the Company’s President and Chief Operating Officer, and Henrik
Rasmussen, the Company’s former Chief Medical Officer. On March 31, 2022, the Court granted the defendants’ motion to dismiss, with leave to amend.
On April 29, 2022, the plaintiffs filed a second amended complaint which extended the proposed class period from December 17, 2019 to December 21,
2021 and added additional claims related to the Company’s Phase 3 ENIGMA clinical trial. On June 13, 2022, the defendants filed a motion to dismiss the
second amended complaint. Given the early stage of this litigation matter, the Company cannot reasonably estimate a potential future loss or a range of
potential future losses, if any.

8. Stockholders' Equity

September 2022 Offering

On September 21, 2022, the Company closed an underwritten registered direct offering (the “September 2022 Offering”) under its shelf registration
statement on Form S-3 (File No. 333-265085), supplemented by a prospectus supplement filed with the SEC on September 19, 2022 pursuant to Rule
424(b) under the Securities Act of 1933, as amended. In connection with the September 2022 Offering, the Company sold an aggregate of 29,882,000
shares of our common stock, par value $0.001 per share, at a public offering price of $5.02 per share. Aggregate net proceeds were approximately $140.6
million, after deducting the underwriting commissions and estimated offering expenses.

“At-the-Market” Equity Offering

On August 4, 2022, the Company entered into a sales agreement with Cowen, as sales agent (the “Sales Agreement”), pursuant to which the
Company may offer and sell, from time to time, through Cowen, shares of its common stock, par value $0.001 per share (the “Shares”), having an
aggregate offering price of not more than $75.0 million. The Shares may be offered and sold under our shelf registration statement on Form S-3 (File No.
333-233018). Subject to the terms and conditions of the Sales Agreement, Cowen will use commercially reasonable efforts to sell the Shares from time to
time, based upon the Company’s instructions. The Company has provided Cowen with customary indemnification rights, and Cowen will be entitled to a
commission at a fixed commission rate equal to 3% of the gross proceeds per Share sold. Sales of the Shares, if any, under the Sales Agreement may be
made in transactions that are deemed to be “at the market offerings” as defined in Rule 415 under the Securities Act of 1933, as amended. The Company
has no obligation to sell any of the Shares and may at any time suspend sales under the Sales Agreement or terminate the Sales Agreement.

During the nine months ended September 30, 2022, the Company did not sell any shares common stock under the Sales Agreement. The agreements
entered into with the underwriters in connection with the September 2022 Offering preclude sales under the “at-the-market” offering through December 20,
2022.

9. Stock-Based Compensation

Total stock-based compensation expense recognized is as follows (in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2022 2021 2022 2021
Research and development $ 4267 $ 4,600 $ 13,572  $ 13,909
General and administrative 6,465 7,896 20,313 22,338
Total $ 10,732  $ 12,496 $ 33,885 $ 36,247

No income tax benefits for stock-based compensation expense have been recognized for the three and nine months ended September 30, 2022 and
2021 as a result of the Company’s full valuation allowance applied to net deferred tax assets and net operating loss carryforwards.

Equity Incentive Plans

In July 2018, the Board of Directors adopted the 2018 Equity Incentive Plan (the “2018 Plan”). The 2018 Plan provides for the grant of incentive
stock options, non-statutory stock options, restricted stock awards, restricted stock units (“RSUs”), stock appreciation rights, performance units and
performance shares. The number of shares of common stock that may be issued under the 2018 Plan will automatically increase on each January 1,
beginning with the fiscal year ending December 31, 2019, equal to the least of (i) 5,000,000 shares, (ii) 5% of the outstanding shares of common stock as of
the last day of the preceding fiscal year or (iii) such other amount as the
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Board of Directors may determine. Stock options and RSUs granted under the 2018 Plan generally vest over four years and expire no more than 10 years
from the date of grant.

Following the IPO and upon the effectiveness of the 2018 Plan, the Company’s 2012 Equity Incentive Plan, as amended, (the “2012 Plan”),
terminated and no further awards will be granted thereunder. All outstanding awards under the 2012 Plan will continue to be governed by their existing
terms. Any shares subject to awards granted under the 2012 Plan that, on or after the termination of the 2012 Plan, expire or terminate and shares
previously issued pursuant to awards granted under the 2012 Plan that, on or after the termination of the 2012 Plan, are forfeited or repurchased by the
Company will be transferred into the 2018 Plan. As of September 30, 2022, the maximum number of shares that may be added to the 2018 Plan pursuant to
the preceding sentence is 2,757,163 shares.

Prior to its termination, the 2012 Plan provided for the grant of stock options, stock appreciation rights, restricted stock and restricted stock units to
employees, directors and consultants. Stock options granted under the 2012 Plan generally vest over four years and expire no more than 10 years from the
date of grant.

Stock Options

The following weighted-average assumptions were used to calculate the fair value of stock options granted during the periods indicated:

Three Months Ended Nine Months Ended
September 30, September 30,
2022 2021 2022 2021
Risk-free interest rate 3.11% 0.89% 2.81% 0.89%
Expected volatility 74.33 % 70.09 % 73.81% 70.02 %
Expected dividend yield — — — —
Expected term (in years) 5.94 6.08 5.81 5.97

The Company’s stock option activity during the nine months ended September 30, 2022 is summarized as follows (number of shares in thousands):

Weighted-
Average
Options Exercise
Outstanding Price

Balance at December 31, 2021 5530 $ 21.51
Granted 1,356 $ 3.85
Exercised (405) $ 1.63
Expired (868) $ 26.32
Forfeited (248) $ 64.43
Balance at September 30, 2022 5365 § 15.79
Options exercisable 3,769 ¢ 15.27
Options vested and expected to vest 5323 3 15.79

During the three and nine months ended September 30, 2022 and 2021, the Company did not grant any stock options with performance-based or
market-based vesting conditions.

As of September 30, 2022, total unrecognized stock-based compensation expense relating to unvested stock options was $14.9 million. This amount
is expected to be recognized over a weighted-average period of 2.5 years.
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Restricted Stock Units (“RSUs”)

RSU activity under the 2018 Plan during the nine months ended September 30, 2022 is summarized as follows (in thousands, except per share data):

‘Weighted-
Average

Grant Date

Shares Fair Value
Balance at December 31, 2021 1,506 $ 93.14
Granted 4812 $ 5.37
Vested (180) $ 101.60
Forfeited (1,142) $ 46.78
Balance at September 30, 2022 4,996 ¢ 18.90

The weighted-average fair value of RSUs granted during the nine months ended September 30, 2022 and 2021 was $5.37 and $100.16, respectively.

As of September 30, 2022, total unrecognized stock-based compensation expense relating to unvested RSUs was $80.8 million and the weighted-
average remaining vesting period was 2.7 years.

Performance-based Restricted Stock Units (“PSUs”)

PSU activity under the 2018 Plan during the nine months ended September 30, 2022 is summarized as follows (in thousands, except per share data):

Weighted-
Average

Grant Date

Shares Fair Value
Balance at December 31, 2021 113  $ 79.60
Granted 4124  $ 5.57
Forfeited (678) $ 14.87
Balance at September 30, 2022 3,559 g 6.16

As of September 30, 2022, total unrecognized stock-based compensation expense relating to unvested PSUs was $21.9 million.

Employee Stock Purchase Plan

In July 2018, the Company’s Board of Directors and stockholders approved the 2018 Employee Stock Purchase Plan (the “2018 ESPP”). At
inception, the 2018 ESPP had a maximum number of 500,000 shares of common stock available. The number of shares of common stock that may be
issued under the 2018 ESPP shall automatically increase on each January 1, beginning with the fiscal year ending December 31, 2019, equal to the least of
(i) 1,000,000 shares, (ii) 1% of the outstanding shares of common stock as of the last day of the immediately preceding fiscal year and (iii) such other
amount determined by the 2018 ESPP administrator. Under the 2018 ESPP, employees may purchase shares of the Company’s common stock at a price per
share equal to 85% of the lower of the fair market value of the common stock on the first trading day of the offering period or on the exercise date. The
2018 ESPP provides for consecutive, overlapping 24-month offering periods, each of which will include four 6-month purchase periods. The Company’s
first offering period under the 2018 ESPP commenced on July 18, 2018. During three and nine months ended September 30, 2022, stock-based
compensation expense related to the 2018 ESPP was $0.1 million and $0.6 million, respectively. During the three and nine months ended September 30,
2021, stock-based compensation expense related to the 2018 ESPP was $0.3 million and $0.8 million, respectively.

10. Defined Contribution Plans

In January 2018, the Company established a defined contribution plan under Section 401(k) of the Internal Revenue Code (the “401(k) plan”). The
401(k) plan covers all employees who meet defined minimum age and service requirements. Employee contributions are voluntary and are determined on
an individual basis, limited to the maximum amount allowable under U.S. federal tax regulations. The Company makes matching contributions of up to 4%
of the eligible employees’ compensation to the 401(k) plan. During the three and nine months ended September 30, 2022, the Company made contributions
to the 401(k) plan of $0.1 million and $0.8 million, respectively. During the three and nine months ended September 30, 2021, the Company made
contributions to the 401(k) plan of $0.2 million and $0.7 million, respectively.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The following discussion and analysis of our financial condition and results of operations should be read together with our financial statements and
the other financial information appearing elsewhere in this Quarterly Report on Form 10-Q. These statements generally relate to future events or to our
future financial performance and involve known and unknown risks, uncertainties and other factors which may cause our actual results, performance or
achievements to be materially different from any future results, performance or achievements expressed or implied by the forward-looking statements. The
following discussion and analysis contain forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. Our
actual results and the timing of events may differ materially from those discussed in our forward-looking statements as a result of various factors, including
those discussed below and those discussed in the section entitled “Risk Factors” included in this Quarterly Report on Form 10-Q. If we do update one or
more forward-looking statements, no inference should be drawn that we will make additional updates with respect to those or other forward-looking
statements. Additional information concerning these and other risks and uncertainties is contained in our other periodic filings with the SEC.

Forward-looking statements include, but are not limited to, statements about:

our plans and ability to manufacture, or have manufactured, sufficient quantities of lirentelimab for preclinical studies and to conduct
clinical trials and to eventually commercialize the product, and our reliance on third parties in relation to the foregoing;

the impact that the adoption of new accounting pronouncements will have on our financial statements;

the ability of our clinical trials to demonstrate safety and efficacy of our product candidates, and other positive results;

the timing and focus of our future clinical trials, and the reporting of data from those trials;

our plans relating to commercializing lirentelimab, if approved, including the geographic areas of focus and sales strategy;
the size of the market opportunity for lirentelimab in each of the diseases we are targeting;

the number of diseases represented in the patient population enrolled in our clinical trials, and our ability to evaluate response to treatment
of lirentelimab in diseases other than the primary indication in our clinical trials;

our estimates of the number of patients in the United States who suffer from the diseases we are targeting and the number of patients that will
enroll in our clinical trials;

the beneficial characteristics, safety, efficacy and therapeutic effects of lirentelimab;

the timing or likelihood of regulatory filings and approvals, including our expectation to seek special designations, such as orphan drug
designation, for lirentelimab or our other product candidates for various diseases;

our ability to obtain and maintain regulatory approval of lirentelimab or our other product candidates;

our plans relating to the further development of lirentelimab and our other product candidates;

existing regulations and regulatory developments in the United States and other jurisdictions;

our plans and ability to obtain or protect intellectual property rights, including extensions of existing patent terms where available;
our continued reliance on third-parties to conduct additional clinical trials of lirentelimab and our other product candidates;

the need to hire additional personnel and our ability to attract and retain such personnel;

the accuracy of our estimates regarding expenses, future revenue, capital requirements and needs for additional financing;

our financial performance;

risks related to the COVID-19 pandemic;

the sufficiency of our existing cash, cash equivalents and investments to fund our future operating expenses and capital expenditure
requirements;

our anticipated uses of our existing cash, cash equivalents and investments;

the impact of legal proceedings against us; and
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. the impact of inflation and increased interest rates, and their impact on capital markets.

These forward-looking statements are subject to a number of risks, uncertainties, and assumptions, including, but not limited to, those described in
“Risk Factors”. In some cases, you can identify these statements by terms such as “anticipate,” “believe,” “could,” “estimate,” “expects,” “intend,”
“may,” “plan,” “potential,” “predict,” “project,” “should,” “will,” “would” or the negative of those terms, and similar expressions that convey
uncertainty of future events or outcomes. These forward-looking statements reflect our beliefs and views with respect to future events and are based on
estimates and assumptions as of the date of this Quarterly Report on Form 10-Q and are subject to risks and uncertainties. We discuss many of these risks
in greater detail in the section entitled “Risk Factors” included in Part II, Item 1A and elsewhere in this Report. Moreover, we operate in a very
competitive and rapidly changing environment. New risks emerge from time to time. It is not possible to predict all risks, nor can we assess the impact of all
factors on our business or the extent to which any factor, or combination of factors, may cause actual results to differ materially from those contained in
any forward-looking statements we may make. Given these uncertainties, you should not place undue reliance on these forward-looking statements. We
qualify all of the forward-looking statements in this Quarterly Report on Form 10-Q by these cautionary statements. Except as required by law, we assume
no obligation to update these forward-looking statements publicly, or to update the reasons actual results could differ materially from those anticipated in
any forward-looking statements, whether as a result of new information, future events or otherwise.

Overview

We are a clinical stage biotechnology company developing therapeutics which target immunomodulatory receptors present on immune effector cells
involved in allergy, inflammatory and proliferative diseases. Our most advanced antibodies are lirentelimab (AK002) and AKO006. Lirentelimab targets
Siglec-8, an inhibitory receptor expressed selectively on eosinophils and mast cells. Lirentelimab has been studied in a number of human clinical studies
and has shown the ability to deplete eosinophils inhibit mast cell activation, and improve patient reported symptoms. We are developing lirentelimab for the
treatment of atopic dermatitis, chronic spontaneous urticaria and potentially additional indications. AK006 targets Siglec-6, an inhibitory receptor
selectively expressed on mast cells. AKOO6 appears to have the potential to provide deeper mast cell inhibition than lirentelimab and, in addition to its
inhibitory activity, reduce mast cell numbers. We plan to begin human studies with AKO0O6 in the first half of 2023.

Lirentelimab selectively targets both mast cells and eosinophils, two types of white blood cells that are widely distributed in the body and play a
central role in the inflammatory response. Inappropriately activated mast cells and eosinophils have been identified as key drivers in a number of severe
diseases affecting the gastrointestinal tract, eyes, skin, lungs and other organs. To date, we have completed a randomized, double-blind, placebo-controlled
Phase 2 study (ENIGMA 1) and Phase 3 study (ENIGMA 2) of lirentelimab in patients with eosinophilic gastritis (“EG”) and/or eosinophilic duodenitis
(“EoD”), a Phase 2/3 study in patients with eosinophilic esophagitis (“EoE”) (KRYPTOS), a Phase 3 study in patients with EoD (EoDyssey), as well as
proof of concept studies in chronic spontaneous urticaria, severe allergic conjunctivitis, and indolent systemic mastocytosis. Lirentelimab has received
orphan disease status for EG, EoD, and EoE from the U.S. Food and Drug Administration (the “FDA”).

The Phase 2 EG and/or EoD study with lirentelimab (ENIGMA 1) met all prespecified primary and secondary endpoints when compared to placebo
and results were published in The New England Journal of Medicine. More recently, the ENIGMA 2 study met the histologic co-primary endpoint but
failed to meet the symptomatic co-primary endpoint when compared to placebo in the fourth quarter of 2021. Similarly, the KRYPTOS study met the
histologic co-primary endpoint but failed to meet the symptomatic co-primary endpoint when compared to placebo. The EoDyssey study met the histologic
co-primary endpoint but failed to meet the symptomatic co-primary endpoint when compared to placebo in the third quarter of 2022. After conducting post-
hoc analyses, we believe that the trials missed their symptomatic co-primary endpoints due to the inclusion of mild patients and/or patients who had not
failed standard of care as well as the inclusion of certain patients with conditions that could confound the patient reported symptomatic endpoint (e.g., non-
eosinophilic/non-mast cell driven esophageal disorders or active irritable bowel syndrome). Although post-hoc analyses cannot be used to establish
efficacy, these analyses can be helpful in generating hypothesis for future clinical studies. Based on these analyses, we believe that lirentelimab may have
potential to treat the more severe EG/EoD and EoE patient populations. Currently we are not planning to conduct additional studies in eosinophilic
gastrointestinal diseases but may do so in the future.

Additional lirentelimab clinical testing is ongoing or planned. Allakos initiated a randomized, double-blind, placebo controlled Phase 2 clinical trial
of subcutaneous (SC) lirentelimab in adult patients with moderate-to-severe atopic dermatitis. We also initiated a randomized, double-blind, placebo-
controlled trials of SC lirentelimab in patients with chronic spontaneous urticaria. Both diseases are complex, chronic inflammatory skin diseases believed
to be driven by activated eosinophils and mast cells.

Additionally, we are advancing AKO006, an anti-Siglec-6 antibody that selectively inhibits mast cells, including KIT-mediated signaling, into IND
enabling studies and plan to initiate a Phase 1 study in healthy volunteers in the first half of 2023.
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Since our inception in 2012, we have devoted substantially all of our resources and efforts towards the research and development of our product
candidates. Our lead product candidate, lirentelimab, a monoclonal antibody targeting Siglec-8, entered clinical trials in 2016. In addition to activities
conducted internally at our facilities, we have utilized significant financial resources to engage contractors, consultants and other third parties to conduct
various preclinical and clinical development activities on our behalf.

To date, we have not had any products approved for sale and have not generated any revenue nor been profitable. Further, we do not expect to
generate revenue from product sales until such time, if ever, that we are able to successfully complete the development and obtain marketing approval for
one of our product candidates. We are focusing development efforts for lirentelimab in atopic dermatitis and chronic spontaneous urticaria and on AK006.
We will continue to require additional capital to develop our product candidates, achieve commercial approval and fund operations for the foreseeable
future. We have incurred significant operating losses to date and expect to incur significant operating losses for the foreseeable future. Our net losses were
$277.0 million and $175.5 million for the nine months ended September 30, 2022 and 2021, respectively. As of September 30, 2022, we had an
accumulated deficit of $889.8 million.

In February 2022, we began implementing a reorganization plan (the “Reorganization Plan”) to reduce operating costs, contractual commitments
and better align our workforce with the clinical development plans of our business. As a result, we entered into a termination agreement (the “Termination
Agreement”) with Lonza AG, Lonza Sales Ltd and Lonza Sales AG (collectively, “Lonza AG”) regarding all outstanding manufacturing service
agreements and reduced our workforce by approximately 35%. While this resulted in increased near-term costs, primarily in the first and second quarters of
2022, we believe that the Reorganization Plan will reduce our overall spending in subsequent quarters subject to periodic fluctuations caused by the timing
of ongoing manufacturing development efforts.

As of September 30, 2022, we had cash, cash equivalents and investments of $325.3 million, which we believe will be sufficient to fund our planned
operations for at least the next 12 months from the issuance of our financial statements.

Vendor Termination Agreement

Approximately $231.2 million of the $284.8 million total noncancellable purchase obligations as of December 31, 2021 related to various
manufacturing services agreements with Lonza AG or affiliates (such agreements, the “MSAs”). On February 14, 2022 (the “Effective Date”), we entered
into the Termination Agreement with Lonza AG regarding all outstanding MSAs. Lonza AG will continue to provide certain services to us, including
completion of cGMP batches already underway and other services to assist with the transition post-termination. The Termination Agreement provides that
we shall pay 126 million Swiss Francs, approximately USD $136.5 million (the “Termination Amount”) to Lonza AG, as a result of such termination. In
accordance with the terms of the Termination, we paid 95% of the Termination Amount (approximately USD $130 million) during the first quarter of 2022.
The remaining 5% (approximately USD $6.5 million) was paid during the third quarter of 2022. The Termination Agreement contains mutual releases by
all parties thereto, for all claims known and unknown, relating and arising out of, or connected with, the MSAs and the subject matter(s) thereof, subject to
certain exceptions.

As the agreement was terminated on February 14, 2022, we recognized the costs associated with the Termination Agreement during the first quarter
of 2022 in accordance with ASC 420 except for approximately $6.0 million attributed to services remaining to be rendered by Lonza AG and therefore to
be expensed in future periods as the services are performed.

In addition, Lonza AG held or had placed orders for raw materials to be used in the course of services Lonza AG was providing us. Pursuant to the
Termination Agreement, the cost of such raw materials was included in the Termination Amount. We have been working on repurposing those items by
using at alternative locations, reselling or otherwise returning to the extent possible. The raw materials were expensed as they were intended for research
and development purposes. During the third quarter of 2022, research and development expenses included a $12.2 million benefit in connection with
selling or receiving refunds from the disposal of previously expensed raw materials.

Reorganization Plan

Under the Reorganization Plan, we reduced our workforce by approximately 35%. Impacted employees received notice that their positions will be
eliminated on February 16, 2022. At the time of departure, impacted employees were eligible to receive severance benefits and we funded COBRA
premiums, contingent upon an impacted employee’s execution (and non-revocation) of a customary separation agreement, which includes a general release
of claims against us.

In connection with the Reorganization Plan, we recognized restructuring charges of approximately $5.2 million during the first quarter of 2022,
related to severance payments and other employee-related separation costs. We may also incur additional costs not currently contemplated due to events
that may occur as a result of, or that are associated with, the reduction in workforce.
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In addition, the Board determined that it was in the best interests of us and our stockholders to put in place arrangements designed to provide that we
will have the continued dedication and commitment of those employees, including executives, determined to be key to the planned go-forward operations.
The Board approved, and management implemented, a retention program for employees remaining which includes cash retention bonuses totaling $3.1
million for certain retained employees and grants of RSUs totaling 8.2 million awards in aggregate to all employees. Half of these RSUs are time-based
RSUs with four-year vesting and half are performance-based with full vesting occurring only if we achieve all primary endpoints in any of its Phase 2/3
clinical studies other than the Phase 3 Eosinophilic Duodenitis study expected to readout data in Q3 2022. The cash retention bonuses are required to be
repaid in full if the employee leaves prior to December 31, 2023. As a result, these cash retention bonuses are being amortized over the requisite service
period, with $0.4 million and $0.5 million in expense recorded during the three and nine months ended September 30, 2022.

Components of Operating Results

Revenue

We have not generated any revenue from product sales or otherwise, and do not expect to generate any revenue for at least the next several years.

Operating Expenses

We classify operating expenses into two categories: (i) research and development and (ii) general and administrative.

Research and Development Expenses

Research and development expenses represent the following costs incurred by us for the discovery, development and manufacturing of our product
candidates:

. consultant and personnel-related costs including consulting fees, employee salaries and benefits, travel and stock-based compensation
expense;

. costs incurred under service agreements with contract research organizations (“CROs”) that conduct nonclinical research and development
activities on our behalf;

. costs incurred under service agreements with clinical CROs and clinical investigative sites to conduct our clinical studies;

. costs incurred under service agreements with contract development and manufacturing organizations (“CDMOs”) for the manufacture and
fill finish of our product candidates, as well as any costs required to cancel any related purchase obligations;

. costs related to in-house research and development activities conducted at our facilities including laboratory supplies, non-capital laboratory
equipment and depreciation of capital laboratory equipment and leasehold improvements;

. costs incurred under exclusive and non-exclusive license agreements with third-parties; and

. allocated facility and other costs including the rent and maintenance of our facilities, insurance premiums, depreciation of shared-use

leasehold improvements and general office supplies.

We expense research and development costs as incurred. We recognize costs for certain development activities, such as clinical trials, based on an
evaluation of the progress to completion of specific tasks using data such as clinical site activations, patient enrollment or information provided to us by our
clinical CROs and clinical investigative sites, along with analysis by our in-house clinical operations personnel. Advance payments for goods or services to
be received in the future for use in research and development activities are deferred and capitalized as prepaid expenses, even when there is no alternative
future use for the research and development. The capitalized amounts are expensed as the related goods are delivered or the services are performed.

Prior to the regulatory approval of our product candidates, we recognize expenses incurred with our CDMOs for the manufacture of product
candidates that could potentially be available to support future commercial sales, if approved, in the period in which they have occurred. To date, we have
not yet capitalized any costs to inventory as we are unable to determine if these costs will provide a future economic benefit, given the unapproved nature
of our product candidates.

The successful development of our product candidates is highly uncertain. Accordingly, it is difficult to estimate the nature, timing and extent of
costs necessary to complete the remainder of the development of our product candidates. We are also unable to predict
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when, if ever, we will be able to generate revenue from our product candidates. This is due to the numerous risks and uncertainties associated with
developing drugs, including the uncertainty surrounding:

. demonstrating sufficient safety and tolerability profiles of product candidates;

. successful enrollment and completion of clinical trials;

. requisite clearance and approvals from applicable regulatory authorities;

. establishing and maintaining commercial manufacturing capabilities with CDMOs;

. obtaining and maintaining protection of intellectual property; and

. commercializing product candidates, if and when approved, alone or in collaboration with third-parties.

A change pertaining to any of these variables would significantly impact the timing and extent of costs incurred with respect to the development and
commercialization of our product candidates.

External costs incurred from CDMOs, clinical CROs and clinical investigative sites have comprised a significant portion of our research and
development expenses since inception. We track these costs on a program-by-program basis following the advancement of a product candidate into clinical
development. Consulting and personnel-related costs, laboratory supplies and non-capital equipment utilized in the conduct of in-house research, in-
licensing fees and general overhead, are not tracked on a program-by-program basis, nor are they allocated, as they commonly benefit multiple projects,
including those still in our pipeline.

We anticipate that our research and development expenses will fluctuate from quarter-to-quarter in the future, primarily driven by the timing of costs
associated with the manufacturing of our lead product candidate, lirentelimab, as we refine the frequency and increase the scale of our manufacturing
batches, including raw material costs. Additionally, we expect costs to fluctuate from quarter-to-quarter associated with our ongoing and future early, mid
and late-stage clinical trials for various indications.

General and Administrative Expenses

General and administrative expenses consist of fees paid to consultants, salaries, benefits and other personnel-related costs, including stock-based
compensation, for our personnel in executive, finance, accounting and other administrative functions, legal costs, fees paid for accounting and tax services,
costs associated with pre-commercialization activities and facility costs not otherwise included in research and development expenses. Legal costs include
general corporate and patent legal fees and related costs.

We anticipate that our general and administrative expenses will fluctuate from quarter-to-quarter in the future to support our continued research and
development activities, as well as progress on our preliminary commercial development activities, including costs related to personnel, outside consultants,
attorneys and accountants, stock-based compensation, among others. Additionally, we expect to incur costs associated with continuing to operate as a
public company, including expenses related to maintaining compliance with the rules and regulations of the SEC, and those of any national securities
exchange on which our securities are traded, additional insurance premiums, investor relations activities and other ancillary administrative and professional
services.

Interest Income

Interest income primarily consists of interest and investment income earned on our cash, cash equivalents and investments included on the balance
sheets.

Other Expense, Net

Other expense, net, primarily consists of amounts realized from gains and losses related to fluctuations in foreign currencies.

In-Licensing Agreements

We have entered into a number of exclusive and nonexclusive, royalty bearing license agreements with third-parties for certain intellectual property.
Under the terms of the license agreements described below, we are obligated to pay milestone payments upon the achievement of specified clinical,
regulatory and commercial milestones. Research and development expense associated with our milestone payments are recognized when such milestone
has been achieved. Actual amounts due under the license agreements vary depending on factors including, but not limited to, the number of product
candidates we develop and our ability to successfully develop and commercialize our product candidates covered under the respective agreements. In
addition to milestone payments, we are also subject to future royalty payments based on sales of our product candidates covered under the agreements, as
well as certain minimum annual royalty and commercial reservation fees. Because the achievement of milestones and the timing and extent of future
royalties is
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not probable, these contingent amounts have not been included on our balance sheets or as part of Contractual Obligations and Commitments discussion
below.

We did not incur any milestone expense for the three and nine months ended September 30, 2022 and 2021. As of September 30, 2022, we have not
incurred any royalty liabilities related to our license agreements, as product sales have not yet commenced.

Exclusive License Agreement with The Johns Hopkins University

In December 2013, we entered into a license agreement with JHU for a worldwide exclusive license to develop, use, manufacture and
commercialize covered product candidates including lirentelimab, which was amended in September 2016. Under the terms of the agreement, we have
made upfront and milestone payments of $0.7 million through September 30, 2022. We may be required to make aggregate additional milestone payments
of up to $1.8 million. We also issued 88,887 shares of common stock as consideration under the JHU license agreement. In addition to milestone payments,
we are also subject to low single-digit royalties to JHU based on future net sales of each licensed therapeutic product candidate by us and our affiliates and
sublicensees, with up to a low six-digit dollar minimum annual royalty payment.

Non-exclusive License Agreement with BioWa Inc. and Lonza Sales AG

In October 2013, we entered into a tripartite agreement with BioWa and Lonza Sales for the non-exclusive worldwide license to develop and
commercialize product candidates including lirentelimab that are manufactured using a technology jointly developed and owned by BioWa and Lonza
Sales. Under the terms of the agreement, we have made milestone payments of $3.4 million through September 30, 2022 and we may be required to make
aggregate additional milestone payments of up to $38.0 million. In addition to milestone payments, we are also subject to minimum annual commercial
license fees of $40,000 per year to BioWa until such time as BioWa receives royalty payments, as well as low single-digit royalties to BioWa and to Lonza
Sales. Royalties are based on future net sales by us and our affiliates and sublicensees.

Critical Accounting Policies and Use of Estimates

Our management’s discussion and analysis of our financial condition and results of operations is based on our financial statements, which have been
prepared in accordance with U.S. GAAP. The preparation of our financial statements requires us to make estimates and assumptions that affect the reported
amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the financial statements, as well as the reported
expenses incurred during the reporting periods. Our estimates are based on our historical experience and on various other factors that we believe are
reasonable under the circumstances, the results of which form the basis for making judgments about the carrying value of assets and liabilities that are not
readily apparent from other sources. Actual results may differ from these estimates under different assumptions or conditions.

On an ongoing basis, we evaluate our judgments and estimates in light of changes in circumstances, facts and experience. During the three and nine
months ended September 30, 2022, there were no other changes to our critical accounting policies and estimates as disclosed in our 2021 Annual Report on
Form 10-K.

Recent Accounting Pronouncements

See Note 2 to our unaudited financial statements for recently issued accounting pronouncements, including the respective effective dates of adoption
and effects on our results of operations and financial condition.
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Results of Operations

Comparison of the Three Months Ended September 30, 2022 and 2021

The following table summarizes our results of operations for the periods indicated (in thousands):

Three Months Ended September 30,

2022 2021
Operating expenses
Research and development $ 18,438 $ 43,560
General and administrative 13,007 19,056
Total operating expenses 31,445 62,616
Loss from operations (31,445) (62,616)
Interest income 711 74
Other expense, net (103) (187)
Net loss (30,837) (62,729)
Unrealized gain (loss) on investments 196 (13)
Comprehensive loss $ (30,641) $ (62,742)

Research and Development Expenses

Research and development expenses were $18.4 million for the three months ended September 30, 2022 compared to $43.6 million for the three
months ended September 30, 2021, a decrease of $25.2 million. Third quarter of 2022 research and development expenses included a $12.2 million benefit
from selling or receiving refunds from the disposal of previously expensed raw materials. Excluding the $12.2 million benefit from raw materials, research
and development expenses decreased from the prior year third quarter by $13.0 million primarily due to a $14.2 million decrease in contract research and
development and clinical costs primarily relating to lirentelimab (AK002) and a $1.0 million decrease in personnel-related expenses. These decreases were
partially offset by increases of $2.2 million of equipment and overhead related costs.

General and Administrative Expenses

General and administrative expenses were $13.0 million for the three months ended September 30, 2022 compared to $19.1 million for the three
months ended September 30, 2021, a decrease of $6.1 million. The decrease in general and administrative expenses from the prior year third quarter was
primarily due to decreases of $2.9 million in personnel-related costs, $1.0 million in equipment and overhead expenses and $2.2 million in other general
and administrative expenses.

Interest Income

Interest income was $0.7 million and $0.1 million for the three months ended September 30, 2022 and 2021, respectively, with the increase
attributed primarily to higher interest rates from investments.

Other Expense, Net

Other expense, net was $0.1 million and $0.2 million for the three months ended September 30, 2022 and 2021, respectively.

Net Loss

Net loss was $30.8 million for the three months ended September 30, 2022 compared to net loss of $62.7 million for the three months ended
September 30, 2021. Total stock-based compensation, depreciation and amortization expense for the three months ended September 30, 2022 and 2021 was
$12.2 million and $12.9 million, respectively. Net loss for the three months ended September 30, 2022 included a $12.2 million benefit from selling or
receiving refunds for previously expensed raw materials.
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Comparison of the nine months ended September 30, 2022 and 2021

The following table summarizes our results of operations for the periods indicated (in thousands):

Nine Months Ended September 30,

2022 2021
Operating expenses
Research and development $ 229693 $ 123,460
General and administrative 46,520 51,936
Total operating expenses 276,213 175,396
Loss from operations (276,213) (175,396)
Interest income 898 307
Other expense, net (1,648) (407)
Net loss (276,963) (175,496)
Unrealized gain on investments 89 11
Comprehensive loss $ (276,874) $ (175,485)

Research and Development Expenses

Research and development expenses were $229.7 million for the nine months ended September 30, 2022 compared to $123.5 million for the nine
months ended September 30, 2021, an increase of $106.2 million. The first quarter of 2022 included $4.6 million of costs as a result of the Reorganization
Plan and a $133.9 million charge related to the Lonza AG Termination Agreement, partially offset by a $12.2 million benefit from selling or receiving
refunds from the disposal of previously expensed raw materials in the third quarter of 2022. Excluding these items, research and development expenses
decreased period-over-period due to a decrease of $25.2 million of contract research and development and clinical costs primarily relating to lirentelimab
(AKO002), a decrease of $1.4 million in other personnel-related costs and a decrease of $1.8 million in professional services and other research and
development expenses partially offset by an $8.3 million increase in overhead and lab related costs.

General and Administrative Expenses

General and administrative expenses were $46.5 million for the nine months ended September 30, 2022 compared to $51.9 million for the nine
months ended September 30, 2021, a decrease of $5.4 million. The first quarter of 2022 included $4.3 million of costs as a result of the Reorganization
Plan. Excluding those costs, general and administrative expenses decreased period-over-period by $9.7 million primarily due to decreases of $4.4 million in
other personnel-related costs, $3.2 million in marketing and other general and administrative expenses and $2.1 million in equipment and overhead
expenses.

Interest Income

Interest income was $0.9 million and $0.3 million for the nine months ended September 30, 2022 and 2021, respectively, with the increase attributed
primarily to higher interest rates from investments.

Other Expense, Net

Other expense, net was $1.6 million for the nine months ended September 30, 2022 compared to other expense, net of $0.4 million for the nine
months ended September 30, 2021. The fluctuation was primarily attributed to foreign currency charges associated with payments made under the
Termination Agreement with Lonza AG during the nine months ended September 30, 2022.

Net Loss

Net loss was $277.0 million for the nine months ended September 30, 2022 compared to net loss of $175.5 million for the nine months ended
September 30, 2021. Total stock-based compensation, depreciation and amortization expense for the nine months ended September 30, 2022 and 2021 was
$39.5 million and $37.3 million, respectively.
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Liquidity and Capital Resources

Sources of Liquidity

As of September 30, 2022, we had cash, cash equivalents and investments of $325.3 million. Based on our existing business plan, we believe that
our current cash, cash equivalents and investments will be sufficient to fund our anticipated level of operations through at least the next 12 months from the
issuance of our financial statements.

We are a clinical stage biotechnology company with a limited operating history. As a result of our significant research and development
expenditures, we have generated net losses since our inception. We have financed our operations primarily through equity offerings.

July 2018 Initial Public Offering

On July 23, 2018, we completed an IPO, selling 8,203,332 shares of common stock at $18.00 per share (the “July 2018 IPO”). Proceeds from our
July 2018 TPO, net of underwriting discounts and commissions, were $137.3 million. Concurrently with our July 2018 IPO, we completed a private
placement of 250,000 shares of common stock at $18.00 per share to an existing stockholder. Proceeds from this private placement were $4.5 million.

In connection with the completion of the July 2018 IPO, all then outstanding shares of convertible preferred stock converted into 30,971,627 shares
of common stock.

August 2019 Follow-On Offering

On August 9, 2019, we closed an underwritten public offering (the “August 2019 Offering”) under our shelf registration statement on Form S-3
(File No. 333-233018) pursuant to which we sold an aggregate of 5,227,272 shares of our common stock at a public offering price of $77.00 per share. We
received aggregate net proceeds of $377.5 million, after deducting the underwriting discounts and commissions and offering expenses.

November 2020 Follow-On Offering

On November 2, 2020, we closed an underwritten public offering (the “November 2020 Offering”) under our shelf registration statement on Form
S-3 (File No. 333-233018) pursuant to which we sold an aggregate of 3,506,098 shares of our common stock at a public offering price of $82.00 per share.
We received aggregate net proceeds of $271.7 million, after deducting the underwriting discounts and commissions.

September 2022 Offering

On September 21, 2022, we closed an underwritten registered direct offering (the “September 2022 Offering”) under our shelf registration
statement on Form S-3 (File No. 333-265085) pursuant to which we sold an aggregate of 29,882,000 shares of our common stock, at a public offering
price of $5.02 per share. We received aggregate net proceeds of $140.6 million, after deducting the underwriting commissions and offering expenses.

“At-the-Market” Equity Offering

On August 4, 2022, we entered into a sales agreement (the “Sales Agreement”) with Cowen and Company, LLC (“Cowen”). Pursuant to the Sales
Agreement we may sell, from time to time up to an aggregate of $75.0 million in gross sales proceeds of our common stock through an “at-the-market”
offering (the “ATM Offering”) defined in Rule 415 under the Securities Act. We will pay Cowen a commission equal to 3.0% of the gross proceeds from
the sale of shares of our common stock under the Sales Agreement. The $75.0 million of common stock that may be offered, issued and sold in the ATM
Offering is included in the $250.0 million of securities that may be offered, issued and sold by us under our registration statement on Form S-3 (File No.
333-265085).

We expect to use the net proceeds from sales under the Sales Agreement, if any, for general corporate purposes. We are not obligated to make any
sales of shares of our common stock under the Sales Agreement. As of September 30, 2022, no shares of our common stock were sold under this Sales
Agreement. The agreements entered into with the underwriters in conjunction with the September 2022 Offering preclude sales under the ATM Offering
through December 20, 2022.
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Summary Cash Flows

Comparison of the nine months ended September 30, 2022 and 2021

The following table summarizes the primary sources and uses of our cash, cash equivalents, and restricted cash for the periods indicated (in
thousands):

Nine Months Ended September 30,

2022 2021
Net cash used in operating activities $ (233,185) $ (142,476)
Net cash provided by investing activities 143,158 200,323
Net cash provided by financing activities 141,692 9,396
Net decrease in cash, cash equivalents and restricted cash $ 51,665 $ 67,243

Cash Used in Operating Activities

Net cash used in operating activities was $233.2 million for the nine months ended September 30, 2022, which was primarily attributable to our net
loss of $277.0 million adjusted for net noncash charges of $44.3 million and net changes in operating assets and liabilities of $0.5 million. Noncash charges
included approximately $33.9 million in stock-based compensation expense, $5.6 million in depreciation and amortization expense, $2.3 million in
amortization of premiums and discounts on investments and $2.5 million in noncash lease expense.

Net cash used in operating activities was $142.5 million for the nine months ended September 30, 2021, which was primarily attributable to our net
loss of $175.5 million adjusted for net noncash charges of $41.5 million and net changes in operating assets and liabilities of $8.5 million. Noncash charges
included approximately $36.2 million in stock-based compensation expense, $2.1 million in noncash lease expense, $2.0 million in amortization of
premiums and discounts on marketable securities and $1.1 million in depreciation and amortization expense.

Cash Provided by Investing Activities

Net cash provided by investing activities was $143.2 million for the nine months ended September 30, 2022, which consisted of $270.0 million in
proceeds from maturities of investments, $20.0 million in proceeds from sales of investments and $1.2 million in proceeds from the sale of property and
equipment, partially offset by $140.0 million for the purchases of investments and $8.0 million for the purchases of property and equipment.

Net cash provided by investing activities was $200.3 million for the nine months ended September 30, 2021, which consisted of $474.0 million in
proceeds from maturities of marketable securities, partially offset by $255.9 million for the purchases of marketable securities and $17.8 million for the
purchases of property and equipment.

Cash Provided by Financing Activities

Net cash provided by financing activities was $141.7 million for the nine months ended September 30, 2022, which consisted of $140.6 million in
net proceeds from the issuance of common stock in connection with the September 2022 Offering and $1.1 million in proceeds received from employees
for the exercise of stock options and the purchase of common stock through the 2018 ESPP.

Net cash provided by financing activities was $9.4 million for the nine months ended September 30, 2021 primarily related to proceeds of $7.6
million received employees for the exercise of stock options and $1.8 million received from employees for the purchase of common stock through the 2018
ESPP.

Funding Requirements

As of September 30, 2022, we had cash, cash equivalents and investments, excluding restricted cash, of $325.3 million, which we believe will be
sufficient to fund our planned operations for at least the next 12 months from the issuance date of our unaudited interim financial statements included
elsewhere in this Quarterly Report on Form 10-Q. We will continue to require additional capital to develop our product candidates, achieve commercial
approval and fund operations for the foreseeable future. We intend to seek and have sought to raise funding from time to time through private or public
equity or debt financings, or other sources such as strategic collaborations.

26



Adequate additional funding may not be available to us on acceptable terms or at all. Our failure to raise capital as and when needed could have a negative
impact on our financial condition and our ability to pursue our business strategies.

The timing and amount of our capital expenditures will depend on many factors, including:

. the number, scope, and timing of clinical indications and clinical trials we decide to pursue;

. the scope and costs of manufacturing activities;

. the extent to which we acquire or in-license other product candidates and technologies, if any;

. the cost, timing and outcome of regulatory review of our product candidates;

. the cost and timing of establishing sales and marketing capabilities for product candidates receiving marketing approval, if any;

. the costs of preparing, filing and prosecuting patent applications, maintaining and enforcing our intellectual property rights and defending

intellectual property-related claims;

. our efforts to enhance operational systems and our ability to attract, hire and retain qualified personnel, including personnel to support the
development of our product candidates; and

. the costs associated with being a public company.

If we are unable to raise additional funds when needed, we may be required to delay, reduce or terminate some or all of our development efforts. We
may also be required to sell or license to others rights to our product candidates in certain territories or indications that we would prefer to develop and
commercialize ourselves.

The issuance of additional equity securities may cause our stockholders to experience dilution. Future equity or debt financings may contain terms
that are not favorable to us or our stockholders including debt instruments imposing covenants that restrict our operations and limit our ability to incur
liens, issue additional debt, pay dividends, repurchase our common stock, make certain investments or engage in certain merger, consolidation, licensing or
asset sale transactions.

Contractual Obligations and Commitments

Our contractual obligations and commitments relate primarily to our operating leases and non-cancelable purchase obligations under agreements
with various research and development organizations and suppliers in the ordinary course of business.

In the normal course of business, we enter into contracts with clinical CROs, clinical investigative sites and other counterparties assisting with our
preclinical studies and clinical trials. Such contracts are generally cancellable, with varying provisions regarding termination. In the event of a contract
being terminated, we would only be obligated for services received as of the effective date of the termination, along with cancellation fees, as applicable.
Additionally, we have entered into agreements with certain vendors for the provision of goods and services, which includes development and
manufacturing services with CDMOs. These agreements may include certain provisions for purchase obligations and termination obligations that could
require payment for the cancellation of committed purchase obligations or for early termination of the agreements. The amounts of the cancellation or
termination payments may vary and are based on the timing of the cancellation or termination and the specific terms of the agreements. We expect to enter
into additional collaborative research, contract research, clinical and commercial manufacturing, and supplier agreements in the future, which may require
significant upfront payments and long-term commitments of capital resources. Additionally, see Note 6, Leases, and Note 7, Contingencies, to our
unaudited interim financial statements for further information relating to lease commitments, indemnification obligations and other commitments.

Off-Balance Sheet Arrangements

Since our inception, we have not entered into any off-balance sheet arrangements as defined in the rules and regulations of the SEC.

Item 3. Quantitative and Qualitative Disclosures About Market Risk.

Interest Rate Sensitivity

We are exposed to market risk related to changes in interest rates. Our primary exposure to market risk is interest rate sensitivity, which is affected
by changes in the general level of U.S. interest rates, particularly because our investments, including cash equivalents, are in money market funds that
invest in U.S. Treasury obligations. The primary objective of our investment activities is to preserve
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capital to fund our operations. We also seek to maximize income from our investments without assuming significant risk. Due to the short-term maturities
and low credit risk profile of our balances held in money market funds, a hypothetical 10% change in interest rates would not have a material effect on the
fair market value of our cash equivalents and investments.

Foreign Currency Sensitivity

Our primary operations are transacted in U.S. Dollars, however, certain service agreements with third parties are denominated in currencies other
than the U.S. Dollar, primarily the British Pound and Euro. As such, we are subject to foreign exchange risk and therefore, fluctuations in the value of the
U.S. Dollar against the British Pound and Euro may impact the amounts reported for expenses and obligations incurred under such agreements. We do not
currently engage in any hedging activity to reduce our potential exposure to currency fluctuations, although we may choose to do so in the future.
Excluding the portion of the Termination Amount paid during the nine months ended September 30, 2022, a hypothetical 10% change in foreign exchange
rates during any of the periods presented would not have had a material impact on our financial condition or results of operations.

Item 4. Controls and Procedures.

Evaluation of Disclosure Controls and Procedures

Our disclosure controls and procedures are designed to ensure that information required to be disclosed in the reports we file or submit under the
Exchange Act is recorded, processed, summarized and reported within the time periods specified in the Securities and Exchange Commission’s rules and
forms, and that such information is accumulated and communicated to our management, including the Chief Executive Officer and the Chief Financial
Officer, to allow timely decisions regarding required disclosures. As of September 30, 2022, our management, with the participation of our Chief Executive
Officer and Chief Financial Officer, performed an evaluation of the effectiveness of the design and operation of our disclosure controls and procedures as
defined in Rules 13a-15(e) and 15d-15(e) of the Exchange Act. Based on this evaluation, our Chief Executive Officer and Chief Financial Officer
concluded that the design and operation of our disclosure controls and procedures were effective at a reasonable assurance level.

Any controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving the desired control
objective and management necessarily applies its judgment in evaluating the cost-benefit relationship of possible controls and procedures.

Changes in Internal Control over Financial Reporting

There were no changes in our internal control over financial reporting identified in connection with the evaluation required by Rule 13a-15(d) and
15d-15(d) of the Exchange Act that occurred during the quarter ended September 30, 2022 that have materially affected, or are reasonably likely to
materially affect, our internal control over financial reporting.

As a result of COVID-19, including the related stay-at-home and shelter-in-place orders mandated by state and local governments in which we
operate, most of our employees, including those responsible for financial reporting, have or continue to work remotely a significant amount of time. As part
of our Company’s transition to a hybrid/remote workforce, we took precautionary actions to re-evaluate our financial reporting process to provide
assurance that we could report our financial results accurately and timely. We will continue to monitor and assess new potential impacts of COVID-19 on
the design and operating effectiveness of our internal controls going forward.
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PART II—OTHER INFORMATION

Item 1. Legal Proceedings.

Information on our legal proceedings is set forth in Note 7 to the Unaudited Interim Financial Statements included under Part I, Item 1.

Item 1A. Risk Factors.

Except as set forth below, our risk factors have not materially changed from those previously disclosed in Part 1, Item 1A “Risk Factors” in our
Annual Report on Form 10-K for the year ended December 31, 2021.

We have incurred significant net losses since inception and we expect to continue to incur significant net losses for the foreseeable future.

We have incurred net losses in each reporting period since our inception, have not generated any revenue to date and have financed our operations
principally through the sale and issuance of common stock and preferred stock. Our net losses were $269.9 million for the year ended December 31, 2021
and $277.0 million for the nine months ended September 30, 2022. As of September 30, 2022, we had an accumulated deficit of $889.8 million. We have
devoted substantially all of our resources and efforts to research and development. Our lead compound, lirentelimab, is in clinical development, and our
other product candidates are in preclinical development. As a result, we expect that it will be several years, if ever, before we generate revenue from
product sales. Even if we succeed in receiving marketing approval for and commercializing one or more of our product candidates, we expect that we will
continue to incur substantial research and development and other expenses in order to develop and market additional potential products.

We expect to continue to incur significant expenses and increasing operating losses for the foreseeable future. The net losses we incur may fluctuate
significantly from quarter-to-quarter such that a period-to-period comparison of our results of operations may not be a good indication of our future
performance. The size of our future net losses will depend, in part, on the rate of future growth of our expenses and our ability to generate revenue. Our
prior losses and expected future losses have had and will continue to have an adverse effect on our working capital and our ability to achieve and maintain
profitability.

We will require substantial additional capital to finance our operations. If we are unable to raise such capital when needed, or on acceptable terms, we
may be forced to delay, reduce and/or eliminate one or more of our research and drug development programs or future commercialization efforts.

Developing pharmaceutical products, including conducting preclinical studies and clinical trials, is a very time-consuming, expensive and uncertain
process that takes years to complete. We expect our expenses to increase in connection with our ongoing activities, particularly as we conduct clinical trials
of, and seek marketing approval for, lirentelimab and our other product candidates. In addition, if we obtain marketing approval for any of our product
candidates, we expect to incur significant commercialization expenses related to drug sales, marketing, manufacturing and distribution. We have also
incurred and expect to continue to incur significant costs associated with operating as a public company. Accordingly, we will need to obtain substantial
additional funding in order to maintain our continuing operations. If we are unable to raise capital when needed or on acceptable terms, we may need to
reevaluate our operating plan and may be forced to delay, reduce and/or eliminate one or more of our research and drug development programs or future
commercialization efforts.

As of September 30, 2022, we had $325.3 million in cash, cash equivalents and investments. We filed: (i) on August 4, 2022, a prospectus
supplement to our shelf registration statement on Form S-3 (File No. 333-265085) that covers the offering, issuance and sale of up to $75.0 million of our
common stock from time to time through an “at-the-market” program under the Securities Act and (ii) on September 19, 2022, a prospectus supplement to
our shelf registration statement on Form S-3 (File No. 333-265085) that covered the offering, issuance and sale of 29,882,000 shares of our common stock,
at a public offering price of $5.02 per share. We received aggregate net proceeds of $140.6 million, after deducting the underwriting commissions and
offering expenses. We believe that our existing cash, cash equivalents and investments will enable us to fund our operating expenses and capital
expenditure requirements through at least the next 12 months. Our estimate as to how long we expect our existing cash, cash equivalents and investments to
continue to fund our operations is based on assumptions that may prove to be wrong, and we could use our available capital resources sooner than we
currently expect. Changing circumstances, some of which may be beyond our control, could cause us to consume capital significantly faster than we
currently anticipate, and we may need to seek additional funds sooner than planned.

We plan to use our existing cash, cash equivalents and investments to fund our development of lirentelimab and for other research and development
activities, working capital and other general corporate purposes. This may include additional research, hiring additional personnel, capital expenditures and
the costs of operating as a public company. Advancing the development of lirentelimab and any other product candidates will require a significant amount
of capital. Our existing cash, cash equivalents and investments will not be
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sufficient to fund all of the actions that are necessary to complete the development and commercial approval of lirentelimab or any of our other product
candidates. We will be required to obtain further funding through public or private equity offerings, debt financings, collaborations and licensing
arrangements or other sources, which may dilute our stockholders or restrict our operating activities. We do not have any committed external source of
funds. Adequate additional financing may not be available to us on acceptable terms, or at all. Additionally, our ability to raise additional capital may be
adversely impacted by potential worsening of global economic conditions and volatility of financial markets in the United States and worldwide. Our
failure to raise capital as and when needed would have a negative impact on our financial condition and our ability to pursue our business strategy.

We are currently and may in the future be subject to securities litigation, which is expensive and could divert management attention.

The market price of our common stock may be volatile and, in the past, companies that have experienced volatility in the market price of their stock
have been subject to securities class action litigation. We are currently and may in the future be the target of this type of litigation. For example, on March
10, 2020, a putative securities class action complaint captioned Kim v. Allakos et al., No. 20-cv-01720 (N.D. Cal.) was filed in the United States District
Court for the Northern District of California against us, our Chief Executive Officer, Dr. Robert Alexander, and our former Chief Financial Officer, Mr. Leo
Redmond. The complaint asserts claims for violations of Sections 10(b) and 20(a) of the Securities Exchange Act of 1934 and Rule 10b-5 promulgated
thereunder and seeks damages based on alleged material misrepresentations and omissions concerning our Phase 2 clinical trials of lirentelimab. The
proposed class period is August 5, 2019, through December 17, 2019, inclusive. On March 31, 2022, the Court granted the defendants’ motion to dismiss,
with leave to amend. On April 29, 2022, the plaintiffs filed a second amended complaint which extended the proposed class period from December 17,
2019 to December 21, 2021 and added additional claims related to our Phase 3 ENIGMA clinical trial. On June 13, 2022, the defendants filed a motion to
dismiss the second amended complaint. This or other securities litigation against us could result in substantial costs and divert our management's attention
from other business concerns, which could seriously harm our business.

We may face difficulties from changes to current regulations and future legislation.

Existing regulatory policies may change and additional government regulations may be enacted that could prevent, limit or delay regulatory
approval of our product candidates. We cannot predict the likelihood, nature or extent of government regulation that may arise from future legislation or
administrative action, either in the U.S. or abroad. If we are slow or unable to adapt to changes in existing requirements or the adoption of new
requirements or policies, or if we are not able to maintain regulatory compliance, we may lose any marketing approval that we may have obtained and we
may not achieve or sustain profitability.

The Patient Protection and Affordable Care Act of 2010, as amended by the Health Care and Education Reconciliation Act of 2010 (collectively, the
ACA) substantially changed the way healthcare is financed by both the government and private insurers, and continues to significantly impact the U.S.
pharmaceutical industry. In January 2013, President Obama signed into law the American Taxpayer Relief Act of 2012, which, among other things, reduced
Medicare payments to several providers, and increased the statute of limitations period for the government to recover overpayments to providers from three
to five years. Since the enactment of the ACA, there have been judicial and Congressional challenges to certain aspects of the ACA. In June 2021, the U.S.
Supreme Court held that Texas and other challengers had no legal standing to challenge the ACA, dismissing the case without specifically ruling on the
constitutionality of the ACA. In addition, other legislative changes have been proposed and adopted since the ACA was enacted. These changes included
aggregate reductions to Medicare payments to providers of up to 2% per fiscal year, effective April 1, 2013, which will remain in effect through 2031, with
the exception of a temporary suspension implemented under various COVID-19 relief legislation from May 1, 2020 through March 31, 2022, unless
additional congressional action is taken. Under current legislation, starting on April 1, 2022, the actual reduction in Medicare payments will vary from 1%
in 2022 to up to 4% in the final fiscal year of the sequester.

There has been heightened governmental scrutiny recently over the manner in which drug manufacturers set prices for their marketed products,
which has resulted in several Congressional inquiries and proposed and enacted federal and state legislation designed to, among other things, bring more
transparency to product pricing, review the relationship between pricing and manufacturer patient programs, and reform government program
reimbursement methodologies for drug products. Under the American Rescue Plan Act of 2021, effective January 1, 2024, the statutory cap on Medicaid
Drug Rebate Program rebates that manufacturers pay to state Medicaid programs will be eliminated. Elimination of this cap may require pharmaceutical
manufacturers to pay more in rebates than it receives on the sale of products, which could have a material impact on our business. In August 2022,
Congress passed the Inflation Reduction Act of 2022, which includes prescription drug provisions that have significant implications for the pharmaceutical
industry and Medicare beneficiaries, including allowing the federal government to negotiate a maximum fair price for certain high-priced single source
Medicare drugs, imposing penalties and excise tax for manufacturers that fail to comply with the drug price negotiation requirements, requiring inflation
rebates for all Medicare Part B and Part D drugs, with limited exceptions, if their drug prices increase faster than inflation, and redesigning Medicare Part D
to reduce out-of-pocket prescription drug costs for beneficiaries, among other changes. The impact of these legislative, executive, and administrative
actions and any future healthcare measures and agency rules implemented by the Biden administration on us and the pharmaceutical industry as a whole is
unclear. The implementation of cost containment measures, including the prescription drug provisions under the Inflation Reduction Act, as well as or other
healthcare reforms may prevent us from being able to generate revenue, attain profitability, or commercialize our product candidates if approved.
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Legislative and regulatory proposals have been made to expand post-approval requirements and restrict sales and promotional activities for
biotechnology products. We cannot be sure whether additional legislative changes will be enacted, or whether FDA regulations, guidance or interpretations
will be changed, or what the impact of such changes on the marketing approvals of our product candidates, if any, may be. In addition, increased scrutiny
by the U.S. Congress of the FDA’s approval process may significantly delay or prevent marketing approval, as well as subject us to more stringent product
labeling and post-marketing testing and other requirements.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.
Not applicable

Item 3. Defaults Upon Senior Securities.

Not applicable

Item 4. Mine Safety Disclosures.

Not applicable

Item 5. Other Information.

None
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Item 6. Exhibits.

EXHIBIT INDEX
Incorporated by Reference
Exhibit
Number Description Form File No. Number  Filing Date
3.1 Amended and Restated Certificate of Incorporation of the Registrant. 8-K 001-38582 3.1 7/24/2018
3.2 Amended and Restated Bylaws of the Registrant. 8-K 001-38582 3.2 7/24/2018
10.1 Sales Agreement between the Company and Cowen and Company, LLC, dated 8-K 001-38582 1.1 8/4/2022
August 4, 2022.
31.1* Certification of Principal Executive Officer Pursuant to Rules 13a-14(a)_and 15d-
14(a) under the Securities Exchange Act of 1934, as Adopted Pursuant to Section 302
of the Sarbanes-Oxley Act of 2002.
31.2* Certification of Principal Financial Officer Pursuant to Rules 13a-14(a) and 15d-14(a)
under the Securities Exchange Act of 1934, as Adopted Pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002.
32.1%* Certification of Principal Executive Officer Pursuant to 18 U.S.C. Section 1350, as
Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
32.2%* Certification of Principal Financial Officer Pursuant to 18 U.S.C. Section 1350, as
Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
101.INS Inline XBRL Instance Document - the instance document does not appear in the Interactive Data File because its XBRL tags are embedded
within the Inline XBRL document.
101.SCH  Inline XBRL Taxonomy Extension Schema Document
101.CAL  Inline XBRL Taxonomy Extension Calculation Linkbase Document
101.DEF  Inline XBRL Taxonomy Extension Definition Linkbase Document
101.LAB  Inline XBRL Taxonomy Extension Label Linkbase Document
101.PRE  Inline XBRL Taxonomy Extension Presentation Linkbase Document
104 The cover page for the Company’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2022, has been formatted in Inline

XBRL.

* Filed herewith.
** Furnished herewith.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

Allakos Inc.
Date: November 7, 2022 By: /s/ Robert Alexander
Robert Alexander, Ph.D.

Chief Executive Officer and Director
(Principal Executive Officer)

Date: November 7, 2022 By: /s/ H. Baird Radford, III
H. Baird Radford, III
Chief Financial Officer
(Principal Financial and Accounting Officer)

33



Exhibit 31.1

CERTIFICATION PURSUANT TO
RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934,
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Robert Alexander, certify that:

1.

2.

I have reviewed this Quarterly Report on Form 10-Q of Allakos Inc.;

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

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

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

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

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

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

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

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

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

(b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal
control over financial reporting.

Date: November 7, 2022 By: /s/ Robert Alexander

Robert Alexander, Ph.D.
Chief Executive Officer
(Principal Executive Officer)



Exhibit 31.2

CERTIFICATION PURSUANT TO
RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934,
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, H. Baird Radford, III, certify that:

1.

2.

I have reviewed this Quarterly Report on Form 10-Q of Allakos Inc.;

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

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

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

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

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

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

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

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

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

(b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal
control over financial reporting.

Date: November 7, 2022 By: /s/ H. Baird Radford, III

H. Baird Radford, III
Chief Financial Officer
(Principal Financial and Accounting Officer)



Exhibit 32.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Allakos Inc. (the “Company™) on Form 10-Q for the period ending September 30, 2022 as filed with the
Securities and Exchange Commission on the date hereof (the “Report™), I hereby certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1)  The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

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

Date: November 7, 2022 By: /s/ Robert Alexander
Robert Alexander, Ph.D.
Chief Executive Officer
(Principal Executive Officer)




Exhibit 32.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Allakos Inc. (the “Company™) on Form 10-Q for the period ending September 30, 2022 as filed with the
Securities and Exchange Commission on the date hereof (the “Report™), I hereby certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1)  The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

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

Date: November 7, 2022 By: /s/ H. Baird Radford, III
H. Baird Radford, ITI
Chief Financial Officer

(Principal Financial and Accounting Officer)







