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The information in this prospectus supplement and the accompanying prospectus is not complete and may be changed. This prospectus supplement
and the accompanying prospectus are not an offer to sell these securities and are not soliciting an offer to buy these securities in any state where the
offer or sale is not permitted.
 

Subject to completion, dated March 6, 2019

PROSPECTUS SUPPLEMENT
(To Prospectus dated December 15, 2017)
 

APTEVO THERAPEUTICS INC.
 
 

            Shares of Common Stock
Warrants to Purchase up to
            Shares of Common Stock  
 
  
 
 

•  Aptevo Therapeutics Inc. is offering            shares of common stock and
warrants to purchase up to            shares of common stock. The common
stock and warrants will be sold in combination, with one warrant to
purchase            of a share of common stock accompanying each share of
common stock sold.

 

•  Each warrant will have an exercise price of $        per share, will be
exercisable upon issuance and will expire                years from the date of
issuance. The combined purchase price for each share of common stock
and accompanying warrant is $        . The shares of common stock and
warrants are immediately separable and will be issued separately, but
must be purchased together in this offering.  

•  The last reported sale price of our common stock on the Nasdaq
Global Market on March 5, 2019 was $1.40 per share.

 

•  Trading symbol: Nasdaq Global Market—APVO. The shares of
common stock offered hereby and the shares of common stock
issuable upon exercise of the warrants will be listed on the Nasdaq
Global Market. There is no established trading market for the warrants
and we do not expect a market to develop. In addition, we do not
intend to list the warrants on any securities exchange or automated
quotation system.

We are also offering to those purchasers, whose purchase of shares of common stock in this offering would result in the purchaser, together with its
affiliates and certain related parties, beneficially owning more than 9.9% of our outstanding common stock following the consummation of this offering,
the opportunity to purchase, in lieu of the shares of our common stock that would result in ownership in excess of 9.9%, pre-funded warrants to purchase
             shares of our common stock and warrants to purchase up to              shares of our common stock (and the shares of common stock that are
issuable from time to time upon exercise of the pre-funded warrants and warrants). Each pre-funded warrant is being sold together with a warrant to
purchase one share of our common stock at an exercise price of $             per share. Each pre-funded warrant will have an exercise price of $            .
The pre-funded warrants and warrants are immediately separable and will be issued separately in this offering.
  
 

This investment involves risk. See “Risk Factors” beginning on page S-12 of this prospectus supplement.
 
   

   

Per Share and
Accompanying

Warrant           Total         
Public offering price   $              $               
Underwriting discounts and commissions(1)   $              $   
Proceeds, before expenses, to Aptevo Therapeutics Inc.   $              $   
   
 

(1) We have agreed to reimburse the underwriters for certain expenses. See “Underwriting.”

The above summary of offering proceeds to us does not give effect to any issuance of the pre-funded warrants or any exercise of the warrants being
issued in this offering.
Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or passed
upon the adequacy or accuracy of this prospectus supplement or the accompanying prospectus. Any representation to the contrary is a criminal
offense.
The underwriters expect to deliver the common stock and warrants against payment in New York, New York on or about March     , 2019.
 

Piper Jaffray
 

The date of this prospectus supplement is                    , 2019
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About this Prospectus Supplement

This document consists of two parts. The first part is this prospectus supplement, which describes the terms of this offering of common stock and
warrants and also adds to and updates information contained in the accompanying prospectus and the documents incorporated by reference into this
prospectus supplement. The second part is the accompanying prospectus dated December 15, 2017, which includes the documents incorporated by
reference therein and provides more general information. To the extent the information contained in this prospectus supplement differs or varies from the
information contained in the accompanying prospectus or the documents incorporated by reference herein or therein, you should rely on the information
in this prospectus supplement. Generally, when we refer to the prospectus, we are referring to this prospectus supplement and the accompanying
prospectus combined. You should read both this prospectus supplement, the accompanying prospectus and the documents incorporated by reference
herein and therein, together with additional information described under the heading “Where You Can Find More Information.”

You should rely only on the information contained in or incorporated by reference in this prospectus supplement, the accompanying prospectus and in
any free writing prospectus that we have authorized for use in connection with this offering. We have not, and the underwriters have not, authorized
anyone to provide you with information that is different. We and the underwriters are offering to sell shares of common stock and warrants and seeking
offers to buy shares of common stock and warrants only in jurisdictions where offers and sales are permitted. The information appearing in this
prospectus supplement, the accompanying prospectus, the documents incorporated by reference in this prospectus supplement and the accompanying
prospectus, and in any free writing prospectus that we have authorized for use in connection with this offering, is accurate only as of the date of those
respective documents, regardless of the time of delivery of those respective documents or sale of our common stock and warrants.

We have not, and the underwriters have not, done anything that would permit this offering or possession or distribution of this prospectus supplement,
the accompanying prospectus and in any free writing prospectus that we have authorized for use in connection with this offering in any jurisdiction
where action for that purpose is required, other than in the United States. Persons outside the United States who come into possession of this prospectus
supplement, the accompanying prospectus and any free writing prospectus that we have authorized for use in connection with this offering must inform
themselves about, and observe any restrictions relating to, the offering of the shares of common stock and warrants and the distribution of this
prospectus supplement, the accompanying prospectus and any free writing prospectus that we have authorized for use in connection with this offering
outside the United States.
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PROSPECTUS SUPPLEMENT SUMMARY

This summary highlights certain information about us, this offering and selected information contained elsewhere in or incorporated by reference into
this prospectus supplement. This summary provides an overview of selected information and does not contain all of the information you should consider
before deciding whether to invest in our common stock and warrants. Therefore, you should read the entire prospectus supplement and the
accompanying prospectus carefully (including the documents incorporated by reference herein and therein), especially the “Risk Factors” section
beginning on page S-12 and in the documents incorporated by reference and our consolidated financial statements and the related notes incorporated
by reference in this prospectus supplement and the accompanying prospectus, before deciding to invest in our common stock and warrants. Unless the
context otherwise requires, we use the terms “Aptevo,” “Company,” “we,” “us” and “our” in this prospectus supplement and the accompanying
prospectus to refer to Aptevo Therapeutics Inc. and, where appropriate, our consolidated subsidiaries.

Aptevo Therapeutics Inc.

Overview

We are a biotechnology company focused on novel oncology (cancer) and hematology (blood disease) therapeutics to meaningfully improve patients’
lives. Our core technology is the ADAPTIR™ (modular protein technology) platform. We currently have one revenue-generating product in the area of
hematology, as well as various investigational stage product candidates in immuno-oncology and autoimmune and inflammatory diseases.

We have numerous investigational stage product candidates based on our ADAPTIR platform. The ADAPTIR platform technology can produce
monospecific and multispecific immunotherapeutic proteins that specifically bind to one or more targets, for example, bispecific therapeutic molecules,
which may have structural and functional advantages over monoclonal antibodies. The structural differences of ADAPTIR molecules over monoclonal
antibodies allow for the development of other ADAPTIR immunotherapeutics that engage immune effector cells and disease targets in a novel manner
to produce unique signaling responses and ultimately kill tumors or modulate the immune system to kill tumors. ADAPTIR redirected T-cell
cytotoxicity (RTCC) molecules have shown more potent tumor killing in in vitro studies compared to heterodimer formats targeting the same tumor
antigen. In addition, in in vitro studies, ADAPTIR bispecific candidates have generated lower levels of cytokines when tumor antigen presented
compared to other Aptevo-generated formats targeting the same tumor antigen, and have induced comparable T-cell cytotoxicity.

We have one marketed product, IXINITY coagulation factor IX (recombinant), indicated in adults and children 12 years of age and older with
Hemophilia B for control and prevention of bleeding episodes, and management of bleeding during operations.

Product Candidates

Our pipeline includes investigational stage product candidates in immuno-oncology and autoimmune and inflammatory diseases.

APVO436

We have developed APVO436, a preclinical ADAPTIR bispecific immunotherapeutic protein targeting CD123, a cell surface receptor highly expressed
on several hematological malignancies and CD3, a component of the T-cell receptor. APVO436 utilizes RTCC to initiate killing of CD123 expressing
tumor
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cells. Preclinical data on this anti-CD123 ADAPTIR bispecific was presented at the 2017 annual meeting of the American Association for Cancer
Research and 2017 American Society of Hematology (ASH). These data demonstrate in vitro RTCC activity and in vivo tumor cell killing in animal
models of disease and demonstrate that APVO436 can kill acute myeloid leukemia (AML) blasts using patient derived peripheral blood cells in the
presence of APVO436. Potential indications for APV0436 include AML, myelodysplastic syndrome, or MDS, acute lymphocytic leukemia, or ALL,
and hairy cell leukemia, for each of which we believe there is a strong unmet need for safe and effective therapies. APVO436 is expressed from a single
gene construct from a Chinese hamster ovary (CHO) production cell line and manufactured using traditional antibody-like processes. APVO436 has a
half-life of up to 12.5 days in rodents and 3.5 days in non-human primates. In a cytokine release assay in vitro, administration of APVO436 resulted in
lower levels of cytokine release as compared to an anti-CD123 x anti-CD3 in the D.A.R.T. format. In an in vitro assay using AML patient samples,
APVO436 induced rapid activation and proliferation of endogenous T cells and showed a progressive reduction of CD123+ cells over the 96-hour
culture period. In a murine therapeutic delivery model, treatment with APVO436 resulted in a rapid reduction in skeletal tumor burden in mice which
were previously established with MOLM-13 tumors.

We commenced a Phase 1/1b clinical trial in the United States in December 2018 in patients with AML and MDS. The objective of the trial is to
evaluate safety, pharmacokinetics, and pharmacodynamics of APVO436 in patients. Phase 1 will consist of up to 60 patients and is designed to
determine the maximum tolerated dose and recommended dose for Phase 1b. The primary endpoint for Phase 1 will be the incidence of dose-limiting
toxicities occurring during Cycle 1 of each dose cohort. Phase 1b will consist of up to 48 patients and is designed to assess clinical activity at the
recommended dose. The primary endpoint for Phase 1b is to assess clinical activity, including overall response rate. In both Phase 1 and Phase 1b,
patients will receive APVO436 by intravenous dosing weekly for six 28-day cycles. We anticipate that we will have preliminary top-line safety data in
the fourth quarter of 2019.

APVO210

APVO210 is an anti-inflammatory molecule engineered using our ADAPTIR platform technology currently in pre-clinical development. It is under
development for the treatment of psoriasis and inflammatory bowel disease, including ulcerative colitis and Crohn’s Disease, and other autoimmune and
inflammatory diseases. APVO210 is a targeted cytokine therapeutic, specifically, it is designed to deliver a modified form of the anti-inflammatory
cytokine, IL-10, to antigen presenting cells, or APCs, via targeting CD86. APCs are a therapeutic target of interest for an anti-inflammatory therapeutic
such as APVO210 because, as described further below, APCs play a critical role in the immune response. APVO210 is unique in that it can deliver a
modified form of IL-10 to APC without stimulation of resting and activated lymphocytes. Additionally, APVO210 has the potential to modulate long-
term antigen specific immune responses through generation of antigen-specific tolerogenic dendritic cells.

Structurally, APVO210 contains monomeric IL-10, a modified form of IL-10, coupled to a humanized binding domain specific for CD86, linked by an
antibody Fc region. Humanized refers to chemically altering animal proteins to resemble natural human amino acid sequences (or the order in which
they bond). By targeting monomeric IL-10 to desired cell populations, APVO210 is designed to increase the exposure of target cells (APCs) to the drug
and to reduce toxicity and increase efficacy (i.e., therapeutic window) as compared to IL-10 therapies. The mechanism of action results in suppression of
T-cell responses through inhibition of antigen presentation. APCs, play a central role in the generation and regulation of immune response and
inflammation; therefore, inhibiting their function represents a therapeutic opportunity to suppress immunopathological processes in autoimmune and
inflammatory disease. APVO210 preclinical data demonstrate potent in vitro and in vivo antagonism of T-cell
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proliferation in human mixed lymphocyte reactions and in a humanized graft-versus-host disease (GVHD) model. The APVO210 ADAPTIR molecule
has potential to suppress immune responses and serve in anti-inflammation applications that occurs in inflammatory bowel disease, psoriasis,
rheumatoid arthritis, GVHD and in the treatment of transplant rejection. As a molecule designed using our ADAPTIR platform technology, the half-life
of APVO210 is extended as compared to wildtype IL-10 as demonstrated in preclinical rodent studies and non-human primate studies. In non-human
primate studies, APVO210 exhibited a half-life of 30 to 40 hours which is significantly longer than that of IL-10, which is in single-digit hours. Also,
manufacturing benefits are realized because the platform enables use of a manufacturing process that is typically used for making antibodies.

We have received authorization to initiate dosing in Australia and intend to initiate a Phase 1 clinical trial in March 2019. The Phase 1 clinical trial will
evaluate safety, tolerability, pharmacokinetics and pharmacodynamics of APVO210 in healthy volunteers. The trial will consist of two stages. Stage 1
will consist of up to 64 healthy volunteers receiving a single ascending dose. Stage 2 will consist of up to 40 healthy volunteers receiving multiple
ascending doses. For both stages of the Phase 1 clinical trial, healthy volunteers will receive APVO210 or placebo administered by intravenous infusion.
We anticipate that top-line safety data will be available in the fourth quarter of 2019 for cohorts enrolled by the beginning of fourth quarter of 2019.

ALG.APV-527

ALG.APV-527 is a bispecific antibody candidate, partnered with Alligator Bioscience AB, or Alligator, featuring a novel mechanism of action designed
to simultaneously target 4-1BB (CD137) and 5T4, a tumor antigen widely overexpressed in a number of different types of cancer. 4-1BB, a
costimulatory receptor on T cells, is known to enhance the immune response to cancer through activation of tumor-specific T cells and is believed to be
a promising target for new immunotherapeutic approaches. ALG.APV-527 is designed to target T cells previously activated by tumor antigen, exert
tumor-localized T-cell activation upon 5T4 binding, and to not stimulate resting or naïve T cells. ALG.APV-527 has the potential advantage of improved
efficacy and safety as the result of being a targeted therapy. In in vivo studies, ALG-APV-527 localized specifically to 5T4 positive tumors but not 5T4
negative tumors. Additionally, in in vitro studies, ALG-APVO-527 bound to human and cynomologous 5T4 and 4-1BB expressing cells and activated T
cells. In vitro studies induced 4-1BB activation in a reporter-based activity assay only when 5T4 targets were present. In in vitro assays, ALG.APV-527
induced CD8+ T-cell proliferation and IFN-g production in the presence of 5T4 antigen, and induced NK cell activation only in the presence of 5T4
targets. In in vivo studies, ALG-APV-527 localized to 5T4-expressing tumor and reduced colon carcinoma tumor growth in an HCT116 tumor model.
ALG.APV-527 could potentially have utility in the treatment of a broad spectrum of cancers over-expressing the tumor antigen, including breast,
cervical, non-small-cell-lung, prostate, pancreatic, renal, gastric, colorectal, ovarian, and bladder cancers. ALG.APV-527 also has the potential
advantage of having utility in multiple solid tumor cancers that express the 5T4 antigen. Aptevo and Alligator intend to file a Clinical Trial Agreement,
or CTA, in the fourth quarter of 2019.

ROR1 Bispecific

ROR1 Bispecific is a proof-of-concept bispecific candidate in preclinical development featuring an immunotherapeutic protein targeting ROR1, an
antigen found on several solid tumors and hematologic, or blood-related malignancies and CD3. Initial preclinical data demonstrate redirected T cell
killing of tumors expressing ROR1 in vitro and in vivo in animal models.
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ADAPTIR Therapeutic Candidates

We have multiple additional candidates that are focused on immuno-oncology and based on the ADAPTIR platform technology that are in different
stages of pre-clinical development.

IXINITY

IXINITY (coagulation factor IX (recombinant)). IXINITY is a third-generation recombinant human coagulation factor IX approved by the FDA in April
2015 in the United States for the control and prevention of bleeding episodes and for perioperative management in adults and children 12 years of age or
older with hemophilia B. Hemophilia B, also known as Christmas disease, is a rare, inherited bleeding disorder. The blood of hemophilia B patients has
an impaired clotting ability, which results from substantially reduced or missing factor IX activity. Patients with hemophilia B commonly experience
joint bleeding with pain and swelling, which can result in irreversible joint damage. They may also experience more serious or life-threatening
hemorrhages. People with hemophilia B require factor IX injections to restore normal blood coagulation temporarily. Many patients use regular,
prophylactic treatment to try to prevent bleeding episodes, while others use on-demand treatment to control bleeding episodes after they occur.
Treatment selection and approach is individualized based on factors including the patient’s condition and age, factor level severity, bleeding pattern,
activity level and individual pharmacokinetic parameters.

In 2019, we intend to introduce a new 3,000 IU assay size. We anticipate that this new assay will be available mid-2019. The 3,000 IU assay size will
provide enhanced convenience for patients who use IXINITY. The 3,000 IU assay size is designed to allow some patients to use fewer vials when
infusing. We believe that the 3,000 IU assay size will also be a more attractive option for patients on IXINITY when traveling.

We are commencing a Phase 4 post-marketing study in the third quarter of 2019 that has the potential to support a pediatric label expansion. We
performed a pilot study in patients under 12 years of age that showed that IXINITY was well tolerated. The pilot study also showed comparable results
to that of the overall patient population studied in the Phase 3 pivotal clinical trial of IXINITY.

We are exploring global distribution and partnership opportunities for IXINITY. We believe that we can leverage existing relationships from the
hyperimmune business sold in September 2017 to grow the IXINITY market outside of the United States.

Market Opportunities

Each year, there are about 21,000 new cases of AML and 10,500 deaths in the United States caused by AML. The average age of AML patients at
diagnosis is 67 years and the 5-year survival rate is 26% in the United States. For MDS, there are an estimated 10,000-20,000 new cases diagnosed each
year in the United States. For both AML and MDS, the front-line treatment is chemotherapy. Standard therapy is cytarabine and daunorubicin for
induction over one to two months. Consolidation therapy includes chemotherapy followed by stem cell transplant. For both AML and MDS, we believe
there is a strong unmet need for novel therapies that improve outcomes and survival.

Autoimmune diseases are among the most prevalent diseases worldwide. In the United States, the National Institutes of Health report that more than
23.5 million people are affected. Worldwide, an estimated 350 to 550 million people are affected by autoimmune diseases. More than 80 different types
of autoimmune diseases have been identified, including psoriasis, ulcerative colitis, diabetes, multiple sclerosis, rheumatoid arthritis, and lupus.
Ulcerative colitis, a potential lead indication for APVO210,
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was diagnosed in more than 1.8 million patients in major markets in 2017. The overall market for ulcerative colitis is estimated to be about $5.7 billion.

Hemophilia B affects about 4,000 to 5,000 patients in the United States. Hemophilia B predominantly affects males although the diagnosis and treatment
of females is increasing. Hemophilia B is classified based on the amount of factor IX in the blood. Patients with mild hemophilia B disease have 5-30%
the normal level of factor, patients with moderate disease have 1-5% the normal level of factor, and patients with severe disease have less than 1% the
normal level of factor. Hemophilia B patients can suffer from bleeding into the joints, muscles and internal organs, which untreated, can lead to long-
term damage or death. With regular factor IX infusions, patients today live full lives with near-normal life expectancy.

Worldwide, about 25,000 people suffer from hemophilia B, with greater than 85% of that population located outside the United States. The factor IX
market outside of North America was estimated to be about $580 million in 2016 and forecasted to grow to $890 million by 2022. The growth of the
hemophilia B market is driven by the increased use of recombinant factor IX versus plasma derived factor IX, the increasing life expectancy for
hemophilia patients and the broader adoption of prophylaxis regimens.

Recent Developments

As of December 31, 2018, we had approximately $38.0 million of cash and cash equivalents, short-term investments and restricted cash. In addition, we
estimate our U.S. sales for IXINITY for the year ended December 31, 2018 were approximately $23.0 million. In addition, we estimate our long-term
debt as of December 31, 2018 was approximately $20.0 million. These amounts are unaudited and preliminary estimates that (i) represent the most
current information available to management as of the date of this prospectus supplement, (ii) are subject to completion of financial closing and auditing
procedures that could result in significant changes to the estimated amounts and (iii) do not present all information necessary for an understanding of our
financial condition as of, and our results of operations for the year ended, December 31, 2018. Accordingly, you should not place undue reliance on
these preliminary estimates.

Company Information

On August 6, 2015, Emergent BioSolutions Inc., or Emergent, announced a plan to separate into two independent publicly traded companies. To
accomplish this separation, Emergent created Aptevo Therapeutics Inc., or Aptevo, to be the parent company for the development-based biotechnology
business focused on novel oncology and hematology therapeutics. Aptevo was incorporated in Delaware in February 2016 as a wholly owned subsidiary
of Emergent. To effect the separation, Emergent made a pro rata distribution of Aptevo’s common stock to Emergent’s stockholders on August 1, 2016.

As of March 1, 2019, we had 25 employees in our commercial operations and 93 employees in our Seattle operations.

Our common stock currently trades on the Nasdaq Global Market under the symbol “APVO.” Our primary executive offices are located at 2401 4th
Avenue, Suite 1050, Seattle, Washington and our telephone number is (206) 838-0500. Our website address is www.aptevotherapeutics.com. The
information contained in, or that can be accessed through, our website is not a part of or incorporated by reference in this prospectus, and you should not
consider it part of this prospectus or of any prospectus supplement.
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Implications of Being an Emerging Growth Company

The Jumpstart Our Business Startups Act of 2012, or the JOBS Act, was enacted in April 2012 with the intention of encouraging capital formation in the
United States and reducing the regulatory burden on newly public companies that qualify as “emerging growth companies.” We are an emerging growth
company within the meaning of the JOBS Act. As an emerging growth company, we may take advantage of certain exemptions from various public
reporting requirements, including the requirement that our internal control over financial reporting be audited by our independent registered public
accounting firm pursuant to Section 404 of the Sarbanes-Oxley Act of 2002, certain requirements related to the disclosure of executive compensation in
this prospectus and in our periodic reports and proxy statements, and the requirement that we hold a nonbinding advisory vote on executive
compensation and any golden parachute payments. We may choose to take advantage of some, all or none of these reduced burdens until we are no
longer an emerging growth company. As a result, the information that we provide to our stockholders may be different than you might receive from
other public reporting companies in which you hold equity interests.

We will remain an emerging growth company until the earliest to occur of:
 

 •  The last day of the fiscal year in which we have $1.07 billion or more in annual gross revenue;
 

 •  the date we qualify as a “large accelerated filer,” with at least $700 million of equity securities held by non-affiliates;
 

 •  the date on which we have issued, in any three-year period, more than $1.0 billion in non-convertible debt securities; or
 

 •  the last day of the fiscal year ending after the fifth anniversary of the closing of our initial public offering.

Section 102(b)(1) of the JOBS Act exempts emerging growth companies from being required to comply with new or revised financial accounting
standards until private companies (that is, those that have not had a registration statement under the Securities Act of 1933, as amended, or the Securities
Act, declared effective or do not have a class of securities registered under the Securities Exchange Act of 1934, as amended, or the Exchange Act) are
required to comply with the new or revised financial accounting standard. We have chosen to “opt out” of the extended transition periods available
under the JOBS Act for complying with new or revised accounting standards. Section 107 of the JOBS Act provides that our decision to opt out of the
extended transition periods for complying with new or revised accounting standards is irrevocable.
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THE OFFERING
 
Common Stock Offered by Us               shares
Warrants Offered by Us

  

We are offering warrants to
purchase             shares of common
stock. Each warrant has an exercise
price of $        per share and will be
exercisable on the date of issuance.
 

This prospectus supplement also
relates to the offering of the shares
of common stock issuable upon
exercise of the warrants.

Pre-funded warrants offered by us

  

Pre-funded warrants to purchase up
to              shares of our common
stock. Each pre-funded warrant will
have an exercise price of $            
per share, will be exercisable upon
issuance and will expire seven years
from the date of issuance. Pre-
funded warrants are being offered to
those purchasers, whose purchase of
shares of common stock in this
offering would result in the
purchaser, together with its affiliates
and certain related parties,
beneficially owning more than 9.9%
of our outstanding common stock
following the consummation of this
offering. In lieu of the shares of our
common stock that would result in
ownership in excess of 9.9%, such
purchasers are purchasing warrants
to purchase such excess shares of
our common stock. Each pre-funded
warrant is being sold together with a
warrant to purchase one share of our
common stock. This prospectus also
relates to the offering of the shares
of common stock issuable upon
exercise of these pre-funded
warrants.
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Common Stock to be Outstanding Immediately after this Offering

  

            shares, assuming none of the
warrants issued in this offering are
exercised.

Use of Proceeds

  

We estimate the net proceeds from
this offering to be approximately
$        million, after deducting
underwriting discounts and
commissions and estimated offering
expense payable by us. We expect
to use the proceeds of this offering
for research, development and
manufacturing of product
candidates, and for other general
corporate purposes. See the section
of the prospectus titled “Use of
Proceeds” for a more complete
description of the intended use of
proceeds from this offering.

Risk Factors

  

See “Risk Factors” beginning on
page S-12 and other information
included and incorporated by
reference in this prospectus
supplement and the accompanying
prospectus for a discussion of
factors that you should carefully
consider before deciding to invest in
our common stock.
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Nasdaq Global Market Symbol

  

Our common stock is listed on the
Nasdaq Global Market under the
symbol “APVO.” The shares of
common stock offered hereby and
the shares of common stock
issuable upon exercise of the
warrants will be listed on the
Nasdaq Global Market. We do not
intend to list the warrants on the
Nasdaq Global Market, any other
national securities exchange or any
other nationally recognized trading
system.

The number of shares of our common stock to be outstanding after this offering is based on 22,677,270 shares of our common stock outstanding
as of September 30, 2018 and excludes:
 

 •  3,357,533 shares of common stock issuable upon the exercise of outstanding stock options as of September 30, 2018, at a weighted-
average exercise price of $2.73 per share;

 

 •  138,726 shares of common stock issuable upon the vesting of outstanding restricted stock units as of September 30, 2018, at a
weighted-average fair value per unit of $2.98 per share; and

 

 •  2,756,100 shares of common stock reserved for future issuance under our 2018 Equity Incentive Plan as of September 30, 2018, as well
as any automatic increases in the number of shares of common stock reserved for future issuance under this benefit plan.

Unless otherwise indicated, all information in this prospectus supplement assumes no exercise of the warrants issued in this offering.
 

S-8



Table of Contents

 
 

SUMMARY CONSOLIDATED FINANCIAL DATA

The tables below present our summary consolidated financial data. The summary consolidated financial data as of December 31, 2016 and 2017 and for
the years ended December 31, 2016 and 2017 are derived from the audited consolidated financial statements included in our annual report on Form 10-K
for the year ended December 31, 2017 that is incorporated by reference in this prospectus supplement and the accompanying prospectus. The summary
consolidated financial data as of September 30, 2018 and for the nine months ended September 30, 2017 and 2018 are derived from the unaudited
condensed consolidated financial statements included in our quarterly report on Form 10-Q for the quarterly period ended September 30, 2018 that is
incorporated by reference in this prospectus supplement and the accompanying prospectus. Results for the nine months ended September 30, 2018 are
not necessarily indicative of results to be expected for the full year ended December 31, 2018.

The foregoing information is only a summary and is not necessarily indicative of the results of our future operations. You should read this data together
with the consolidated financial statements and related notes and “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” included in our periodic reports on file with the SEC and incorporated by reference in this prospectus supplement and the accompanying
prospectus. For details on how you can obtain the documents incorporated by reference in this prospectus supplement and the accompanying prospectus,
see “Where You Can Find More Information” and “Incorporation of Certain Information by Reference.”
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For the Year ended
December 31,   

For the Nine Months Ended
September 30,  

   2016   2017   2017   2018  
Consolidated Statements of Operations Data:      
Revenues:      

Product sales   $ 9,805  $ 10,949  $ 8,132  $ 16,721 
Collaborations    180   3,709   3,708   —   

    
 

   
 

   
 

   
 

Total revenues    9,985   14,658   11,840   16,721 
Costs and expenses:      

Cost of product sales    12,467   5,010   3,114   6,752 
Research and development    29,120   29,021   19,835   26,486 
Selling, general and administrative    36,158   34,576   26,019   21,556 
Impairment of goodwill and intangible assets    71,013   —     —     —   

    
 

   
 

   
 

   
 

Loss from operations    (138,773)   (53,949)   (37,128)   (38,073) 
    

 
   

 
   

 
   

 

Other expense from continuing operations    (810)   (1,944)   (1,356)   (1,592) 
    

 
   

 
   

 
   

 

Loss before income taxes    (139,583)   (55,893)   (38,484)   (39,665) 
Benefit from income taxes    19,692   23,301   15,587   —   

    
 

   
 

   
 

   
 

Net (loss) income from continuing operations    (119,891)   (32,592)   (22,897)   (39,665) 
    

 
   

 
   

 
   

 

Discontinued operations:      
Income from discontinued operations, before income

taxes    11,828   62,864   62,706   104 
Income tax expense    (4,352)   (23,299)   (23,076)   —   

    
 

   
 

   
 

   
 

Income from discontinued operations    7,476   39,565   39,630   104 
    

 
   

 
   

 
   

 

Net (loss) income   $ (112,415)  $ 6,973  $ 16,733  $ (39,561) 
    

 

   

 

   

 

   

 

Basic and diluted net (loss) income per share:      
Net (loss) income from continuing operations   $ (5.92)  $ (1.53)  $ (1.08)  $ (1.77) 
Net income from discontinued operations   $ 0.37  $ 1.86  $ 1.87  $ —   

    
 

   
 

   
 

   
 

Net (loss) income per share   $ (5.55)  $ 0.33  $ 0.79  $ (1.77) 
    

 

   

 

   

 

   

 

Weighted-average shares used to compute per share
calculations    20,239,160   21,335,157   21,138,332   22,431,146 
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   As of September 30, 2018  
   Actual   As Adjusted(1) 
   (in thousands)  
Consolidated Balance Sheet Data:    
Cash, cash equivalents and short-term investments   $ 37,639  $               
Working capital    44,953  
Total assets    78,934  
Long-term debt, net    19,143  
Total liabilities    34,934  
Accumulated deficit    (113,279)  
Total stockholders’ equity    44,000  
 
(1) The as adjusted column gives effect to the sale and issuance by us of                shares of our common stock and warrants to purchase                shares of our common stock in this offering

and related pre-funded warrants to purchase up to             shares of common stock at an exercise price of $        per share, after deducting the underwriting discounts and commissions and
estimated offering expenses payable by us and excluding the proceeds, if any, from the exercise of the warrants issued pursuant to this offering.
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RISK FACTORS

Investing in our common stock involves high degrees of significant risk. You should carefully consider the following risks, as well as other information in
this prospectus supplement and the accompanying prospectus, including information incorporated by reference herein and therein, and any free writing
prospectus that we have authorized for use in connection with this offering, before you invest in our common stock. If any of these risks actually
materializes, our operating results, financial condition and liquidity could be materially adversely affected. As a result, the trading price of our common
stock could decline, and you may lose all or part of your investment.

Financial Risks

We have a history of losses and may not be profitable in the future.

Except for the third quarter of 2017 and year ended December 31, 2017, we have experienced net losses in all other periods since our spin-off from
Emergent. The net income for the third quarter of 2017 and year ended December 31, 2017 were the result of our receipt of proceeds from the sale of
our hyperimmune business in September 2017. If we cannot achieve profitability or generate positive cash from operating activities, our business
operations may be adversely impacted and the trading value of our common stock may decline.

We will require additional capital and may be unable to raise capital when needed or on acceptable terms.

As of December 31, 2018, we estimate that we had approximately $38.0 million of cash and cash equivalents, short-term investments and restricted
cash. If we are not able to secure adequate additional funding, including the proceeds from this offering, we plan to make reductions in spending. This
may include extending payment terms with suppliers, liquidating assets, and suspending or curtailing planned programs. We may also have to delay,
reduce the scope of, suspend or eliminate one or more research and development programs. A failure to raise the additional funding or to effectively
implement cost reductions could harm our business, results of operations and future prospects. We will require additional funding to grow our business
including to develop additional products, support commercial marketing activities or otherwise provide additional financial flexibility. Our future capital
requirements will depend on many factors, including:
 

 •  the level, timing and cost of IXINITY sales;
 

 •  the collection of accounts receivable from customers;
 

 •  the extent to which we invest in products or technologies;
 

 •  the ability to satisfy the payment obligations and covenants under our credit facility or any future indebtedness;
 

 •  the ability to secure partnerships and/or collaborations that generate additional cash;
 

 •  capital improvements to our facilities;
 

 •  the scope, progress, results and costs of our development activities;
 

 •  the costs of commercialization activities, including product marketing, sales and distribution; and
 

 
•  the ability to collect the milestone payments totaling up to $7.5 million related to the achievement of certain gross profit milestones and

up to $2.0 million related to collection of certain accounts receivable from Saol International Limited related to our sale of our
hyperimmune business.
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If our capital resources are insufficient to meet our future capital requirements, we will need to finance our cash needs through bank loans, public or
private equity or debt offerings, a sale of commercial assets, collaboration and licensing arrangements or other strategic transactions. Future issuances of
common stock may include (i) any sale of up to $17.5 million worth of shares of our common stock pursuant to our Equity Distribution Agreement with
Piper Jaffray & Co entered into in November 2017 and (ii) any sale of up to $35.0 million worth of shares of our common stock in a private placement
pursuant to our Purchase Agreement with Lincoln Park Capital Fund, LLC, or Lincoln Park, entered into in December 2018. Public or bank debt
financing, if available, may involve agreements that include covenants limiting or restricting our ability to take specific actions, such as incurring
additional debt, making capital expenditures, pursuing acquisition opportunities or declaring dividends. If we raise funds by issuing equity securities,
our stockholders will experience dilution. If we raise funds through collaboration and licensing arrangements with third parties or enter into other
strategic transactions, it may be necessary to relinquish valuable rights to our technologies or product candidates or grant licenses on terms that may not
be favorable to us.

Current economic conditions may make it difficult to obtain additional financing on attractive terms, or at all. If financing is unavailable or lost, our
business, results of operations, financial condition and financial prospects would be adversely affected and we could be forced to delay, reduce the scope
of or eliminate many of our planned activities.

We currently rely on only one revenue-generating product, IXINITY.

We currently have only one revenue-generating product, IXINITY. The commercial success of IXINITY depends upon:
 

 •  the acceptance by regulators, physicians, patients and other key decision-makers of IXINITY as a safe, therapeutic and cost-effective
option;

 

 •  our ability to further develop IXINITY and obtain marketing approval for its use in additional patient populations and the clinical data
we generate to support expansion of the product label;

 

 •  the ability of AGC Biologics and our third-party service providers to provide us with sufficient saleable quantities of IXINITY;
 

 •  the impact of competition from existing competitive products and from competitive products that may be approved in the future;
 

 •  the continued safety and efficacy of IXINITY;
 

 •  to what extent and in what amount government and third-party payors cover or reimburse for the costs of IXINITY; and
 

 •  our success and the success of our third-party distributors in selling and marketing IXINITY.

The failure to maximize the financial contribution of IXINITY could have a material adverse effect on our business, financial condition, results of
operations and growth prospects. We may choose to increase the price of IXINITY, and these price adjustments may negatively affect our sales volumes.
In addition, our product sales may fluctuate significantly from quarter to quarter, depending on the number of patients receiving treatment, the
availability of supply to meet the demand for IXINITY, the dosing requirements of treated patients and other factors. If sales of IXINITY were to
decline, we could be required to make an allowance for excess or obsolete inventory, increase our provision for product returns, or we could incur other
costs related to operating our business, each of which could negatively impact our results of operations and our financial condition. We are constantly
evaluating commercial and strategic transactions to generate revenue that include any current collaborations and collaborations or a sale of assets in the
future.
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Our operating results are unpredictable and may fluctuate.

Our operating results are difficult to predict and will likely fluctuate from quarter to quarter and year to year, and IXINITY revenue figures will likely
fluctuate from month to month. IXINITY sales are difficult to predict from period to period and as a result, you should not rely on IXINITY sales results
in any period as being indicative of future performance, and sales of IXINITY may be below the expectations of management, securities analysts or
investors in the future. We believe that our quarterly and annual results of operations may be affected by a variety of factors, including:
 

 •  the level and timing of commercial sales of IXINITY as well as our product candidates, if and when such candidates are approved or
commercialized;

 

 •  the extent of coverage and reimbursement for IXINITY and the amount of IXINITY chargebacks, rebates and product returns;
 

 
•  the extent of any payments received from collaboration arrangements and development funding as well as the achievement of

development and clinical milestones under collaboration and license agreements that we may enter into from time to time and that may
vary significantly from quarter to quarter; and

 

 •  the timing, cost and level of investment in our research and development activities as well as expenditures we will or may incur to
acquire or develop additional technologies, products and product candidates.

In addition, the number of procedures in which IXINITY or any of our product candidates, if commercialized, would be used may be significantly less
than the total number of such procedures performed or total possible market size. These and other factors, including our limited history of product sales,
may make it difficult for us to forecast and provide accurate guidance (including updates to prior guidance) related to our expected financial
performance. If our operating results are below the expectations of securities analysts or investors, the trading price of our stock could decline.

The terms of our credit agreement may restrict the operation of our business and limit the cash available for investment in our business operations.

In August 2016, we entered into a Credit and Security Agreement, or the Credit Agreement, by and among us and certain our subsidiaries as borrowers,
MidCap Financial Trust, as agent, and the lenders from time to time party thereto. The Credit Agreement was amended and restated in August 2018. The
terms of the Credit Agreement and borrowings we may make under the Credit Agreement in the future, could have significant adverse consequences for
our business, including:
 

 •  requiring us to dedicate a substantial portion of any cash flow from operations to payment on our debt, which would reduce the amounts
available to fund other corporate initiatives;

 

 •  increasing the amount of interest that we have to pay on borrowings under the Credit Agreement if market rates of interest increase;
 

 
•  not complying with restrictive covenants restricting, among other things, indebtedness, liens, dividends and other distributions,

repayment of subordinated indebtedness, mergers, dispositions, investments (including licensing), acquisitions, transactions with
affiliates and modification of organizational documents or certain other agreements;

 

 •  not complying with affirmative covenants including payment, reporting and revenue covenants; and
 

 •  placing us at a competitive disadvantage compared to our competitors that have less debt, better debt servicing options or stronger debt
servicing capacity.
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We may not have sufficient funds or be able to obtain additional financing to pay the amounts due under the Credit Agreement. In addition, failure to
comply with the covenants, including but not limited to the revenue covenants, under the Credit Agreement could result in an event of default. An event
of default could result in the acceleration of amounts due under the Credit Agreement, and we may not be able to obtain additional financing to make
any accelerated payments. Under these circumstances, our lenders could seek to enforce security interests in our assets securing our indebtedness,
including our intellectual property.

We face product liability exposure, which could cause us to incur substantial liabilities and negatively affect our business, financial condition and
results of operations.

The nature of our business exposes us to potential liability inherent in pharmaceutical products, including with respect to the sale of IXINITY or any
other product candidates that we successfully develop and the testing of our product candidates in clinical trials. Product liability claims might be made
by patients in clinical trials, consumers, health care providers or pharmaceutical companies or others that sell our products. These claims may be made
even with respect to those products that are manufactured in licensed and regulated facilities or otherwise possess regulatory approval for commercial
sale or study. We cannot predict the frequency, outcome or cost to defend any such claims.

If we cannot successfully defend ourselves against future claims that IXINITY or our product candidates caused injuries, we may incur substantial
liabilities. Regardless of merit or eventual outcome, product liability claims may result in:
 

 •  decreased demand or withdrawal of a product;
 

 •  adverse publicity and/or injury to our reputation;
 

 •  withdrawal of clinical trial participants;
 

 •  costs to defend the related litigation;
 

 •  substantial monetary awards to trial participants or patients;
 

 •  loss of revenue; and
 

 •  an inability to commercialize products that we may develop.

The amount of insurance that we currently hold may not be adequate to cover all liabilities that may occur. Further product liability insurance may be
difficult and expensive to obtain. We may not be able to maintain insurance coverage at a reasonable cost and we may not be able to obtain insurance
coverage that will be adequate to satisfy all potential liabilities. Claims or losses in excess of our product liability insurance coverage could have a
material adverse effect on our business, financial condition and results of operations. The cost of defending any products liability litigation or other
proceeding, even if resolved in our favor, could be substantial. Uncertainties resulting from the initiation and continuation of products liability litigation
or other proceedings could have a material adverse effect on our ability to compete in the marketplace. Product liability claims, regardless of merit or
eventual outcome, may absorb significant management time and result in reputational harm, potential loss of revenue from decreased demand for
IXINITY or any product candidates we successfully develop, withdrawal of clinical trial participants and potential termination of clinical trial sites or
entire clinical programs, and could cause our stock price to fall.

Product recalls may be issued at our discretion or at the discretion of our suppliers, government agencies and other entities that have regulatory authority
for pharmaceutical sales. Any recall of IXINITY could materially adversely affect our business by rendering us unable to sell IXINITY for some time
and by adversely affecting our reputation. A recall could also result in product liability claims by individuals and third-party payors. In addition, product
liability claims could result in an investigation of the safety or
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efficacy of IXINITY, our manufacturing processes and facilities, or our marketing programs conducted by the U.S. Food and Drug Administration, or
the FDA, the European Medicines Agency, or EMA, or the competent authorities of the EU Member States. Such investigations could also potentially
lead to a recall of IXINITY or more serious enforcement actions, limitations on the indications for which they may be used, or suspension, variation, or
withdrawal of approval. Any such regulatory action by the FDA, the EMA or the competent authorities of the EU Member States could lead to product
liability lawsuits as well.

Our success is dependent on our continued ability to attract, motivate and retain key personnel, and any failure to attract or retain key personnel
may negatively affect our business.

Because of the specialized scientific nature of our business, our ability to develop products and to compete with our current and future competitors
largely depends upon our ability to attract, retain and motivate highly qualified managerial and key scientific and technical personnel. If we are unable to
retain the services of one or more of the principal members of senior management, including our Chief Executive Officer, Marvin L. White, our Chief
Financial Officer, Jeffrey G. Lamothe, and our Chief Medical Officer, Scott C. Stromatt, or other key employees, our ability to implement our business
strategy could be materially harmed. We face intense competition for qualified employees from biotechnology and pharmaceutical companies, research
organizations and academic institutions. Attracting, retaining or replacing these personnel on acceptable terms may be difficult and time-consuming
given the high demand in our industry for similar personnel. We believe part of being able to attract, motivate and retain personnel is our ability to offer
a competitive compensation package, including equity incentive awards. If we cannot offer a competitive compensation package or otherwise attract and
retain the qualified personnel necessary for the continued development of our business, we may not be able to maintain our operations or grow our
business.

We are subject to periodic litigation, which could result in losses or unexpected expenditure of time and resources.

From time to time, we may be called upon to defend ourselves against lawsuits relating to our business. Any litigation, regardless of its merits, could
result in substantial costs and a diversion of management’s attention and resources that are needed to successfully run our business. Due to the inherent
uncertainties of litigation, we cannot accurately predict the ultimate outcome of any such proceedings. An unfavorable outcome in any such proceedings
could have an adverse impact on our business, financial condition and results of operations. If our stock price is volatile, we may become involved in
securities class action lawsuits in the future.

The recently passed comprehensive tax reform bill could adversely affect our business and financial condition.

On December 22, 2017, the President of the United States signed into law new legislation that significantly revises the Internal Revenue Code of 1986,
as amended. The newly enacted federal income tax law, among other things, contains significant changes to corporate taxation, including a reduction of
the corporate tax rate from a top marginal rate of 35% to a flat rate of 21%, limitation of the deduction for net operating losses to 80% of current year
taxable income and elimination of net operating loss carrybacks, one-time taxation of offshore earnings at reduced rates regardless of whether they are
repatriated, elimination of U.S. tax on foreign earnings (subject to certain important exceptions), immediate deductions for certain new investments
instead of deductions for depreciation expense over time, and modifying or repealing many business deductions and credits. Notwithstanding the
reduction in the corporate income tax rate, the overall impact of the new federal tax law is uncertain and our business and financial condition could be
adversely affected. In addition, it is uncertain if and to what extent various states will conform to the newly enacted federal tax law. The impact of this
tax reform on holders of our common stock is also uncertain and could be adverse. We urge our stockholders to
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consult with their legal and tax advisors with respect to this legislation and the potential tax consequences of investing in or holding our common stock.

Our ability to use net operating losses to offset future taxable income may be subject to limitations.

Our net operating loss carryforwards could expire unused and be unavailable to offset future income tax liabilities. Under the newly enacted federal
income tax law, federal net operating losses incurred in 2018 and in future years may be carried forward indefinitely, but the deductibility of such federal
net operating losses is limited. It is uncertain if and to what extent various states will conform to the newly enacted federal tax law. In addition, under
Section 382 of the Internal Revenue Code of 1986, as amended, and corresponding provision of state law, if a corporation undergoes an “ownership
change,” which is generally defined as a greater than 50% change, by value, in its equity ownership over a three-year period, the corporation’s ability to
use its pre-change net operating loss carryforwards and other pre-change tax attributes to offset its post-change income or taxes may be limited. We have
not assessed whether such an ownership change has previously occurred. In addition, it is possible that this offering could result in an ownership change,
and we may experience ownership changes in the future as a result of subsequent shifts in our stock ownership, some of which may be outside of our
control. If an ownership change has occurred or occurs in the future and our ability to use our net operating loss carryforwards is materially limited, it
would harm our future operating results by effectively increasing our future tax obligations.

Product Development Risks

Serious adverse events, undesirable side effects or other unexpected properties of our product candidates may be identified that could delay, prevent
or cause the withdrawal of regulatory approval, limit the commercial potential, or result in significant negative consequences following marketing
approval.

Serious adverse events or undesirable side effects caused by, or other unexpected properties of any of our product candidates could cause us or
regulatory authorities to interrupt, delay or halt our manufacturing and distribution operations and could result in a more restrictive label, the imposition
of distribution or use restrictions or the delay or denial of regulatory approval by the FDA or comparable foreign regulatory authorities. If any of our
product candidates are associated with serious adverse events or undesirable side effects or have properties that are unexpected, we may need to abandon
their development or limit development to certain uses or subpopulations in which the undesirable side effects or other characteristics are less prevalent,
less severe or more acceptable from a risk-benefit perspective. Many compounds that initially showed promise in clinical or earlier stage testing have
later been found to cause undesirable or unexpected side effects that prevented further development of the compound.

Undesirable side effects, or other unexpected adverse events or properties of any of our candidates, could arise or become known either during clinical
development or, if approved, after the approved product has been marketed. If such an event occurs during development, our trials could be suspended
or terminated, and the FDA or comparable foreign regulatory authorities could order us to cease further development of or deny approval of our other
product candidates. If such an event occurs, a number of potentially significant negative consequences may result, including:
 

 •  regulatory authorities may require additional warnings on the label or impose distribution or use restrictions;
 

 •  regulatory authorities may require one or more post-market studies;
 

 •  we may be required to create a medication guide outlining the risks of such side effects for distribution to patients;
 

 •  regulatory authorities may require implementation of a Risk Evaluation and Mitigation Strategy, or REMS, Field Safety Corrective
Actions or equivalent, which may include safety
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 surveillance, restricted distribution and use, patient education, enhanced labeling, special packaging or labeling, expedited reporting of
certain adverse events, preapproval of promotional materials and restrictions on direct-to-consumer advertising;

 

 •  we could be sued and held liable for harm caused to patients; and
 

 •  our reputation may suffer.

Any of these events could prevent us from achieving or maintaining market acceptance of the affected product candidate, or could substantially increase
commercialization costs and expenses, which could delay or prevent us from generating revenue from the sale of our products and harm our business
and results of operations.

We depend on third parties to conduct our clinical and non-clinical trials.

We do not have the ability to independently conduct the clinical and non-clinical trials required to obtain regulatory approval for our product candidates.
We depend on third parties, such as independent clinical investigators, contract research organizations and other third-party service providers to conduct
the clinical and non-clinical trials of our product candidates and expect to continue to do so. We rely heavily on these third parties for successful
execution of our clinical and non-clinical trials, but we do not exercise day-to-day control over their activities. Our reliance on these service providers
does not relieve us of our regulatory responsibilities, including ensuring that our trials are conducted in accordance with the FDA-approved good clinical
practices, or GCPs, and the plan and protocols contained in the relevant regulatory application. In addition, these organizations may not complete these
activities on our anticipated or desired timeframe. We also may experience unexpected cost increases that are beyond our control. Problems with the
timeliness or quality of the work of a contract research organization may lead us to seek to terminate the relationship and use an alternative service
provider, which may prove difficult, costly and result in a delay of our trials. Any delay in or inability to complete our trials could delay or prevent the
development, approval and commercialization of our product candidates.

If we, contract research organizations or other third parties assisting us or our study sites fail to comply with applicable GCPs, the clinical data generated
in our clinical trials may be deemed unreliable and the FDA or its non-U.S. counterparts may require us to perform additional clinical trials before
approving our marketing applications. We cannot assure you that, upon inspection, the FDA or non-U.S. regulatory agencies will determine that any of
our clinical trials comply with GCPs. In addition, our clinical trials must be conducted with product produced under GCPs and similar regulations
outside of the United States. Our failure, or the failure of our product manufacturers, to comply with these regulations may require us to repeat or
redesign clinical trials, which would increase our development costs and delay or impact the likelihood of regulatory approval.

If third parties do not carry out their duties under their agreements with us, if the quality or accuracy of the data they obtain is compromised due to the
failure to adhere to our clinical protocols, including dosing requirements, or regulatory requirements, or if they otherwise fail to comply with clinical
trial protocols or meet expected deadlines, our clinical trials may not meet regulatory requirements. If our clinical trials do not meet regulatory
requirements or if these third parties need to be replaced, our clinical trials may be extended, delayed, suspended or terminated. If any of these events
occur, we may not be able to obtain regulatory approval of our product candidates or succeed in our efforts to create approved line extensions for certain
of our existing products or generate additional useful clinical data in support of these products.

If we are unable to obtain any necessary third-party services on acceptable terms or if these service providers do not successfully carry out their
contractual duties or meet expected deadlines, our efforts to obtain regulatory approvals for our product candidates may be delayed or prevented.
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Commercialization Risks

Our ability to grow revenues and execute on our long-term strategy depends heavily on our ability to discover, develop, and obtain marketing
approval for additional products or product candidates.

In order for us to achieve our long-term business objectives, we will need to successfully discover and/or develop and commercialize our product
candidates. Although we have made, and expect to continue to make, significant investments in research and development, we have had only a limited
number of our internally-discovered product candidates reach the clinical development stage. Drug discovery and development is a complex, time-
consuming and expensive process that is fraught with risk and a high rate of failure. For example, in 2018, we announced the discontinuation of
development of APVO414 and otlertuzumab as a result of clinical trial results. Failure to successfully discover and/or develop, obtain marketing
approval for and commercialize additional products and product candidates would likely have a material adverse effect on our ability to grow revenues
and improve our financial condition.

We may not be successful in our efforts to use and further develop our ADAPTIR platform.

A key element of our strategy is to expand our product pipeline of immunotherapeutics based on our ADAPTIR platform technology. We plan to select
and create product candidates for early development, potentially with other collaborative partners. We expect to continue to develop the platform to
address unmet medical needs through directed cytokine delivery via monospecifics and bispecifics in areas including oncology, and multispecific
molecules in oncology, autoimmune disease and other therapeutic areas. Our goal is to leverage this technology to make targeted investment in
bispecific ADAPTIR therapeutics. Even if we are successful in continuing to build our pipeline, the potential product candidates that we identify may
not be suitable for clinical development, including as a result of being shown to have harmful side effects or other characteristics that indicate that they
are unlikely to be products that will receive marketing approval and achieve market acceptance. If we do not successfully develop and commercialize
product candidates based on our ADAPTIR platform technology, our ability to obtain product revenues in future periods may be adversely affected,
which likely would result in harm to our financial position and our financial prospects and adversely affect our stock price.

We face substantial competition.

The development and commercialization of new biotechnology products is highly competitive and subject to rapid technological advances. We may face
future competition with respect to IXINITY, our current product candidates and any product candidates we may seek to develop or commercialize in the
future obtained from other companies and governments, universities and other non-profit research organizations. Our competitors may develop products
that are safer, more effective, more convenient or less costly than any products that we may develop or market, or may obtain marketing approval for
their products from the FDA, or equivalent foreign regulatory bodies more rapidly than we may obtain approval for our product candidates. Our
competitors may devote greater resources to market or sell their products, research and development capabilities, adapt more quickly to new
technologies, scientific advances or patient preferences and needs, initiate or withstand substantial price competition more successfully, or more
effectively negotiate third-party licensing and collaborative arrangements.

We believe that our most significant competitors in the hematology/oncology and inflammation markets include: AbbVie Inc., Aduro, Inc., Affirmed,
Amgen Inc., AnaptysBio, Inc., Astellas Pharma Inc., Bayer AG, Biogen Idec Inc., Bioverativ Therapeutics Inc., Boehringer Ingelheim GmbH, CSL
Behring, a subsidiary of CSL Limited, Dendron Corp., Genentech Inc. (a subsidiary of F. Hoffmann-La Roche Ltd.), Genmab A/S, Gilead Sciences,
Inc., GlaxoSmithKline plc, Grifols USA LLC, ImmunoGen, Inc., Immunomedics, Inc., Janssen BioTech Inc., Johnson & Johnson, Macrogenics, Inc.,
Novartis International AG, Pieris Pharmaceuticals, Inc., Pfizer Inc., Sanofi-Adventis US LLC, Shire US Inc., Takeda Pharmaceuticals U.S.A., Inc.,
Xencor, Inc. and Zymeworks Biopharmaceuticals, Inc. We compete, in the case of IXINITY, and expect to compete, in the cases of our product
candidates in
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development, on the basis of product efficacy, safety, ease of administration, price and economic value compared to drugs used in current practice or
currently being developed. If we are not successful in demonstrating these attributes, physicians and other key healthcare decision makers may choose
other products over our products, switch from our products to new products or choose to use our products only in limited circumstances, which could
adversely affect our business, financial condition and results of operations.

In addition, many of our competitors are able to deploy more personnel to market and sell their products than we do. We currently have a relatively
small number of sales representatives compared with the number of sales representatives of most other biotechnology companies with marketed
products similar to IXINITY. Each of our sales representatives is responsible for a territory of significant size. The continued growth of IXINITY and
the launch of any future products may require expansion of our sales force and sales support organization internationally, and we may need to commit
significant additional funds, management and other resources to the growth of our sales organization. We may not be able to achieve any necessary
growth in a timely or cost-effective manner or realize a positive return on our investment, and we may not have the financial resources to achieve the
necessary growth in a timely manner or at all. We also have to compete with other biotechnology and life sciences companies to recruit, hire, train and
retain sales and marketing personnel, and turnover in our sales force and marketing personnel could negatively affect sales of IXINITY. IXINITY and
our product candidates may also compete in the future with new products currently under development by others or biosimilar products. Any products
that we develop are likely to be in a highly competitive market, and many of our competitors may succeed in developing products before we do or in
developing products that may render our products obsolete or noncompetitive.

IXINITY or any of our product candidates, if approved, may become subject to unfavorable pricing regulations or third-party coverage and
reimbursement policies, which would harm our business.

The success of IXINITY and our product candidates, if approved, will depend upon, among other things, their acceptance by physicians, patients, third-
party payors and other members of the medical community as a therapeutic and cost-effective alternative to competing products and treatments. If
IXINITY or any of our product candidates do not achieve and maintain an adequate level of acceptance, we may not generate material revenues from
sales of these products. The degree of market acceptance of our products will depend on a number of factors, including: our ability to provide acceptable
evidence of safety and efficacy; the prevalence and severity of any side effects; availability, relative cost and relative efficacy of alternative and
competing treatments; the ability to offer our products for sale at competitive prices; our ability to continuously supply the market without interruption;
the relative convenience and ease of administration; the willingness of the target patient population to try new products and of physicians to prescribe
these products; the strength of marketing and distribution support; publicity concerning our products or competing products and treatments; and the
sufficiency of coverage or reimbursement by third parties.

In the United States and internationally, sales of IXINITY and our ability to generate revenues on such sales are dependent, in significant part, on the
availability of coverage and level of reimbursement from third-party payors, including government payors, such as Medicare and Medicaid, and private
insurance plans. Insurers have implemented cost-cutting measures and other initiatives to enforce more stringent reimbursement standards and likely
will continue to do so in the future. These measures include the establishment of more restrictive formularies and increases in the out-of-pocket
obligations of patients for such products. Third-party payors are also increasingly challenging the prices charged for medical products and services.
Third-party payors may limit access to biotechnology products through the use of prior authorizations and step therapy. Any reimbursement granted may
not be maintained, or limits on reimbursement available from third parties, may reduce the demand for or negatively affect the price and potential
profitability of those products. If these payors do not provide sufficient coverage and adequate
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reimbursement for IXINITY or any future drug product we may market, these products may be too costly for general use, and physicians may prescribe
them less frequently. Our ability to successfully commercialize IXINITY and product candidates and the demand for our products depends, in part, on
the extent to which reimbursement and access is available from such third-party payors.

In addition, particularly in the United States and increasingly in other countries, we are required to provide discounts and pay rebates to state and federal
governments and agencies in connection with purchases of IXINITY that are reimbursed by such entities. Various provisions of the Patient Protection
and Affordable Care Act (as amended by the Health Care and Education Reconciliation Act), or ACA, increased the levels of rebates and discounts that
we have to provide in connection with sales of IXINITY that are paid for, or reimbursed by, certain state and federal government agencies and programs.
It is possible that future legislation and regulatory changes in the United States and other jurisdictions could be enacted, which could potentially impact
the reimbursement rates for IXINITY and also could further impact the levels of discounts and rebates we are required to pay to state and federal
government entities.

Our future revenues will depend on the availability outside the United States of adequate coverage, pricing and reimbursement from third-party
payors for IXINITY, if we pursue registration and sale of IXINITY outside of the United States, and future drug products, if any.

Outside the United States, certain countries, including a number of EU Member States, set prices and reimbursement for pharmaceutical products, or
medicinal products as they are commonly referred to in the EU, with limited participation from the marketing authorization holders. We cannot be sure
that these prices and reimbursement will be acceptable to us or our collaborative partners. If the regulatory authorities in these foreign jurisdictions set
prices or reimbursement that are not commercially attractive for us or our collaborative partners, our revenues from future sales, and the potential
profitability of our drug products, in those countries would be negatively affected. An increasing number of countries are taking initiatives to attempt to
reduce large budget deficits by focusing cost-cutting efforts on pharmaceuticals for their state-run health care systems. These international price control
efforts have impacted all regions of the world but have been most drastic in the EU.

An inability to convince hospitals and managed care organizations to include IXINITY on their approved formulary lists, may result in our failure
to meet revenue expectations.

Hospitals and managed care organizations establish formularies, which are lists of drugs approved for use in the hospital or under a managed care plan.
If a drug is not included on the formulary, the ability of our engagement partners and engagement managers to promote and sell the drug may be limited
or denied. If we fail to secure and maintain formulary inclusion for IXINITY on favorable terms or are significantly delayed in doing so, we may have
difficulty achieving market acceptance of IXINITY and our business, results of operations and financial condition could be materially adversely
affected.

Healthcare legislature reform measures may have a material adverse effect on our business and results of operations.

In the United States, there have been and continue to be a number of legislative initiatives to contain healthcare costs. For example, in March 2010, the
ACA was enacted, which substantially changed the way health care is financed by both governmental and private insurers, and significantly impacted
the U.S. pharmaceutical industry. However, some provisions of the ACA have yet to be fully implemented and certain provisions have been subject to
legal and political challenges, as well as efforts by the Trump Administration to repeal or replace certain aspects of the ACA. For example, since
January 2017, President Trump has signed two executive orders and other directives designed to delay, circumvent, or loosen certain requirements
mandated by the ACA. Concurrently, Congress has considered legislation that would repeal or repeal and replace all or part of the ACA. While
Congress has not passed comprehensive repeal legislation, it has enacted laws that modify certain provisions of the ACA, such as
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removing penalties as of January 1, 2019 for not complying with the ACA’s individual mandate to carry health insurance, delaying the implementation
of certain ACA-mandated fees, and increasing the point-of-sale discount that is owed by pharmaceutical manufacturers who participate in Medicare Part
D. Additionally, on December 14, 2018, a Texas U.S. District Court Judge ruled that the ACA is unconstitutional in its entirety because the individual
mandate was repealed by Congress as part of the Tax Cuts & Jobs Act. While the Texas U.S. District Court Judge, as well as the current U.S.
Presidential administration and the Centers for Medicare and Medicaid Services, or CMS, have stated that the ruling will have no immediate effect
pending appeal of the decision, it is unclear how this decision, subsequent appeals, and other efforts to repeal and replace the ACA will impact the ACA
and our business. We continue to evaluate how the ACA and recent efforts to repeal and replace or limit the implementation of the ACA will impact our
business.

In addition, other legislative changes have been proposed and adopted in the United States since the ACA was enacted. On August 2, 2011, the Budget
Control Act of 2011 among other things, created measures for spending reductions by Congress. A Joint Select Committee on Deficit Reduction, tasked
with recommending a targeted deficit reduction of at least $1.2 trillion for the years 2013 through 2021, was unable to reach required goals, thereby
triggering the legislation’s automatic reduction to several government programs. This includes aggregate reductions of Medicare payments to providers
of 2 percent per fiscal year. These reductions went into effect on April 1, 2013 and, due to subsequent legislative amendments to the statute, will remain
in effect through 2027 unless additional Congressional action is taken.

Additionally, there has been heightened governmental scrutiny recently over the manner in which manufacturers set prices for their marketed products.
For example, there have been several recent Congressional inquiries and proposed and enacted federal and state legislation designed to, among other
things, bring more transparency to drug pricing, review the relationship between pricing and manufacturer patient programs, and reform government
program reimbursement methodologies for drug products. For example, the Trump administration released a “Blueprint”, or plan, to lower drug prices
and reduce out of pocket costs of drugs that contains additional proposals to increase drug manufacturer competition, increase the negotiating power of
certain federal healthcare programs, incentivize manufacturers to lower the list price of their products, and reduce the out of pocket costs of drug
products paid by consumers. Individual states in the United States have also become increasingly active in passing legislation and implementing
regulations designed to control pharmaceutical product pricing, including price or patient reimbursement constraints, discounts, restrictions on certain
product access and marketing cost disclosure and transparency measures, and, in some cases, designed to encourage importation from other countries
and bulk purchasing. These new laws and initiatives may result in additional reductions in Medicare and other healthcare funding, which could have a
material adverse effect on our future customers and accordingly, our financial operations.

We expect that additional state and federal healthcare reform measures will be adopted in the future, any of which could limit the amounts that federal
and state governments will pay for healthcare products and services, which could result in reduced demand for IXINITY or any product candidates we
successfully develop or additional pricing pressures.

If we are unable to negotiate and maintain satisfactory arrangements with group purchasing organizations and our distributors our financial
condition could be adversely affected.

Our ability to sell IXINITY to hospitals and clinics in the United States depends in part on our relationships with group purchasing organizations, or
GPOs. GPOs negotiate pricing arrangements and contracts, sometimes on an exclusive basis, with medical supply manufacturers and distributors. These
negotiated prices are then made available to a GPOs affiliated hospitals and clinics and other members. If we are not one of the providers selected by a
GPO, affiliated hospitals, clinics and other members may be
 

S-22



Table of Contents

less likely to purchase IXINITY, and if the GPO has negotiated a strict sole source, market share compliance or bundling contract for another
manufacturer’s products, we may be precluded from making sales to members of the GPO for the duration of the contractual arrangement. Our failure to
renew contracts with GPOs may cause us to lose market share and could have a material adverse effect on our sales, financial condition and results of
operations. We cannot assure you that we will be able to renew these contracts on the current or substantially similar terms. If we are unable to keep our
relationships and develop new relationships with GPOs, our competitive position may suffer.

Additionally, we rely on the sales and marketing strength of these distributors and the distribution channels through which they operate for a portion of
our revenues. If third parties do not successfully carry out their contractual duties, or if there is a delay or interruption in the distribution of our products,
it could negatively impact our revenues from product sales.

The loss of any of our sole source manufacturers, or delays or problems in the manufacture of IXINITY or our product candidates, could result in
product shortages and loss in revenue or delays in clinical development.

We do not have manufacturing capabilities and do not plan to develop such capacity in the foreseeable future. We depend on a limited number of sole
source third-party suppliers, including AGC Biologics, for our products and product candidates. Accordingly, our ability to develop and deliver products
in a timely and competitive manner depends on our third-party manufacturers being able to continue to meet our ongoing commercial and clinical trial
needs and perform their contractual obligations. Increases in the prices we pay our suppliers, interruptions in the supply of raw materials for IXINITY or
lapses in quality could adversely impact our margins, profitability, cash flows and prospects.

If, for any reason, AGC, sole manufacturer of bulk drug substance for our IXINITY product, does not continue to supply us with IXINITY in a timely
fashion and in compliance with applicable quality and regulatory requirements, or otherwise fails or refuses to comply with its obligations to us under
our manufacturing arrangement, we may not have adequate remedies for any breach of contract, and its failure to supply us could result in a shortage of
IXINITY, which could lead to lost revenue and otherwise adversely affect our business, financial condition, results of operations and growth prospects.
In addition, if AGC fails or refuses to supply us for any reason, we may be forced to consider entering into additional manufacturing arrangements with
other third-party manufacturers. In each case, we will incur significant costs and time in obtaining the regulatory approvals for these third-party facilities
and in taking the necessary steps to prepare these third parties for the manufacture of IXINITY. Because of contractual restraints and the lead-time
necessary to obtain FDA approval of a new manufacturer, replacement of any of AGC may be expensive and time consuming and may cause
interruptions in our supply of IXINITY to our customers or an inability to manufacture.

For example, during 2015, we ordered nine manufacturing lots of bulk drug substance from AGC and only one of those lots was successfully
manufactured and released in 2015. During 2016, we ordered five manufacturing lots of bulk drug substance from AGC and none of these lots satisfied
product release specifications.

On March 15, 2017, we announced the successful manufacture of a new bulk drug substance batch of IXINITY, providing new supply of IXINITY for
the commercial market in May 2017. We have had success manufacturing batches of IXINITY since that time.

Manufacturer of our products and product candidates, especially in large quantities, is complex and time consuming.

IXINITY and all of our current product candidates are biologics. IXINITY and our product candidates must be made consistently and in compliance
with a clearly defined manufacturing process. Problems
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may arise during manufacturing for a variety of reasons, including problems with raw materials, equipment malfunction or replacement and failure to
follow specific protocols and procedures. Slight deviations anywhere in the manufacturing process, including obtaining materials, maintaining master
seed or cell banks and preventing genetic drift, seed or cell growth, fermentation and contamination including from, among other things, particulates,
filtration, filling, labeling, packaging, storage and shipping, and quality control testing, may result in lot failures or manufacturing shut-down, delays in
the release of lots, product recalls, spoilage or regulatory action.

Failure of our third-party manufacturers to successfully manufacture material that conforms to our specifications and the FDA’s or foreign
regulatory authorities’ strict regulatory requirements, may prevent regulatory approval of those manufacturing facilities.

We rely on third parties to manufacture all clinical trial materials for our product candidates, and we will rely on third parties to manufacture commercial
supplies, if any such product candidates are ultimately approved for commercial sale. Our product candidates, including APVO210, APVO436, and
ALG.APV-527 will not be approved for marketing by the FDA or other foreign regulatory authorities unless the FDA or their foreign equivalents also
approve the facilities used by our third-party manufacturers to produce them for commercialization. If our third-party manufacturers cannot successfully
manufacture material that conforms to our specifications and the FDA’s or foreign regulatory authorities’ strict regulatory requirements, the FDA or
their foreign counterparts will not approve their manufacturing facilities, which would result in significant delays in obtaining FDA or foreign marketing
approvals for our product candidates. In order to successfully develop and commercialize our product candidates in a timely manner, we and our third-
party manufacturers must be able to develop and execute on manufacturing processes and reach agreement on contract terms.

We and our third-party manufacturers may not be able to meet these manufacturing process requirements for any of our current product candidates, all
of which have complex manufacturing processes, which make meeting these requirements even more challenging. If we are unable to develop
manufacturing processes for our clinical product candidates that satisfy these requirements, we will not be able to supply sufficient quantities of test
material to conduct our clinical trials in a timely or cost effective manner, and as a result, our development programs will be delayed, our financial
performance will be adversely impacted and we will be unable to meet our long-term goals.

Development and commercialization of IXINITY and our product candidates may be terminated or delayed.

Our development and commercialization strategy involves entering into arrangements with corporate and academic collaborators, contract research
organizations, distributors, third-party manufacturers, licensors, licensees and others to conduct development work, manage or conduct our clinical
trials, manufacture IXINITY and our product candidates and market and sell our products outside of the United States and maintaining our existing
arrangements with respect to the commercialization or manufacture of our products. We may not have the expertise or the resources to conduct all of
these activities for all products and product candidates on our own and, as a result, are particularly dependent on third parties in many areas. Any current
or future arrangements for development and commercialization may not be successful, as the amount and timing of resources that third parties devote to
developing, manufacturing and commercializing our products candidates are not within our control. If we are not able to establish or maintain
agreements relating to IXINITY and our product candidates in development, our results of operations would be materially and adversely affected.
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We are subject to a number of risks and uncertainties associated with our international activities and operations.

We currently have limited operations outside of the United States. However, we have manufacturing, collaboration, clinical trial and other relationships
outside the United States, and we may seek to grow our international operations significantly over the next several years. Our future results of operations
will depend in part on our ability to grow our product sales in foreign markets, particularly in Europe. Our foreign operations subject us to additional
risks and uncertainties, particularly because we have limited experience in marketing, servicing and distributing our products or otherwise operating our
business outside of the United States and Canada. These risks and uncertainties include: political and economic determinations that adversely impact
pricing or reimbursement policies; our customers’ ability to obtain reimbursement for procedures using our products in foreign markets; export licensing
requirements, political and economic instability, trade restrictions, and changes in tariffs and difficulties in staffing and managing foreign operations;
cross border restrictions on the movement of cash funds and repatriation of earnings; foreign currency fluctuations; longer accounts receivable collection
times; reduced protection of intellectual property rights in some foreign countries; the interpretation of contractual provisions governed by foreign laws
in the event of a contract dispute; and compliance with foreign or U.S. laws, rules and regulations, including data privacy requirements, labor relations
laws, tax laws, anti-competition regulations, anti-bribery/anti-corruption laws, including but not limited to the U.S. Foreign Corrupt Practices Act, or
FCPA, and the U.K. Bribery Act of 2010, which could subject us to investigation or prosecution under such U.S. or foreign laws.

Regulatory and Compliance Risks

Our long-term success depends, in part, upon our ability to develop, receive regulatory approval for and commercialize our product candidates.

Our product candidates and the activities associated with their development, including testing, manufacture, recordkeeping, storage and approval, are
subject to comprehensive regulation by the FDA and other regulatory agencies in the United States and by comparable authorities in other countries.
Generally, failure to obtain regulatory approval for a product candidate will prevent us from commercializing the product candidate. We have limited
resources for use in preparing, filing and supporting the applications necessary to gain regulatory approvals and expect to rely on third-party contract
research organizations and consultants to assist us in this process.

The FDA and other comparable regulatory agencies in foreign countries impose substantial and rigorous requirements for the development, production,
marketing authorization and commercial introduction of drug products. These requirements include preclinical, laboratory and clinical testing
procedures, sampling activities, clinical trials and other costly and time-consuming procedures. In addition, regulation is not static, and regulatory
authorities, including the FDA evolve in their staff interpretations and practices and may impose more stringent or different requirements than currently
in effect, which may adversely affect our planned and ongoing drug development and/or our sales and marketing efforts.

In the United States, to obtain approval from the FDA to market any of our future biologic products, we will be required to submit a biologics license
application, or BLA, to the FDA. Ordinarily, the FDA requires a sponsor to support a BLA with substantial evidence of the product’s safety, purity and
potency in treating the targeted indication based on data derived from adequate and well-controlled clinical trials, including Phase 3 safety and efficacy
trials conducted in patients with the disease or condition being targeted.

Developing and obtaining regulatory approval for product candidates is a lengthy process, often taking a number of years, is uncertain and is expensive.
All of the product candidates that we are developing, or may develop in the future, require research and development, preclinical studies, nonclinical
testing and
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clinical trials prior to seeking regulatory approval and commencing commercial sales. In addition, we may need to address a number of technological
challenges in order to complete development of our product candidates. As a result, the development of product candidates may take longer than
anticipated or not be successful at all.

Generally, no product can receive FDA approval, marketing authorization from the European Commission or the competent authorities of the EU
Member States, or approval from comparable regulatory agencies in foreign countries unless data generated in human clinical trials demonstrates
both safety and efficacy for each target indication in accordance with such authority’s standards.

The large majority of product candidates that begin human clinical trials fail to demonstrate the required safety and efficacy characteristics necessary for
marketing approval. Failure to demonstrate the safety and efficacy of any of our product candidates for each target indication in clinical trials would
prevent us from obtaining required approvals from regulatory authorities, which would prevent us from commercializing those product candidates.
Negative or inconclusive results from the clinical trials or adverse medical events during the trials could lead to requirements that trials be repeated or
extended, or that additional trials be conducted, any of which may not be clinically feasible or financially practicable, that the conduct of trials be
suspended, or that a program be terminated.

Any regulatory approval we ultimately obtain may limit the indicated uses for the product or subject the product to restrictions or post-approval
commitments that render the product commercially non-viable. Securing regulatory approval requires the submission of extensive non-clinical and
clinical data, information about product manufacturing processes and inspection of facilities and supporting information to the regulatory authorities for
each therapeutic indication to establish the product’s safety and efficacy. If we are unable to submit the necessary data and information, for example,
because the results of clinical trials are not favorable, or if the applicable regulatory authority delays reviewing or does not approve our applications, we
will be unable to obtain regulatory approval.

Delays in obtaining or failure to obtain regulatory approvals may: delay or prevent the successful commercialization of any of the products or product
candidates in the jurisdiction for which approval is sought; diminish our competitive advantage; and defer or decrease our receipt of revenue.

Certain of our products in development have experienced regulatory and/or clinical setbacks. For example, in December 2015, after a review of data
from the Phase 1 dose escalation study of APVO414 in prostate cancer patients, we concluded that the dosing regimen and administration required
adjustment. Patients receiving weekly doses of APVO414 developed ADA. ADA developed in most patients including those receiving the maximum
tolerated dose of drug that could be given safely on a weekly basis. These antibodies bind to the drug and reduce the concentration of active APVO414
in the blood and thus could potentially reduce its efficacy. However, we observed no safety issues related to the development of ADA. The cause of
these antibodies is unclear but could be due to the weekly administration of the drug. The protocol was amended to continuous intravenous infusion
which delayed the development of ADA compared to the weekly IV infusion. However, with longer dosing, ADA developed that cleared the drug from
the blood in some patients. We elected to discontinue the development of APVO414 and are no longer enrolling patients into the Phase 1 clinical study,
although we will continue to monitor the patients remaining on the therapy and to explore options to partner of sell this asset.

In addition, in 2018 we commenced a pilot Phase 2 clinical trial of otlertuzumab in combination with bendamustine in peripheral T cell lymphoma
(PTCL). Otlertuzumab is a first-generation monospecific antibody targeting CD37. Reports in the literature showed that CD37 appeared to be
overexpressed in various T-cell lymphomas, suggesting a potential role for otlertuzumab in the treatment of T-cell malignancies. While there was some
evidence of tumor regression (43% in primary tumor) in one
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patient, there has been no evidence of an early response in the remaining patients. Preliminary immunohistochemistry analysis has revealed that the
number of patients with tumors expressing CD37, and the degree of CD37 expression within the tumors, is much lower than that found on panels of
PTCL patient samples that were tested prior to the initiation of the pilot study. At this time, we have elected to discontinue the otlertuzumab
development program and to close the study to further enrollment, although we will continue to monitor patients remaining on therapy and to explore
options to partner or sell this asset.

The procedures to obtain marketing approvals vary among countries and can involve additional clinical trials or other pre-filing requirements. The time
required to obtain foreign regulatory approval may differ from that required to obtain FDA approval. The foreign regulatory approval process may
include all the risks associated with obtaining FDA approval, or different or additional risks. Regulatory agencies may have varying interpretations of
the same data, and approval by one regulatory authority does not ensure approval by regulatory authorities in other jurisdictions. Accordingly, approval
by the FDA does not ensure approval by the regulatory authorities in other countries, and approval by one foreign regulatory authority does not ensure
approval by the FDA or regulatory authorities in other foreign countries. We may not be able to file for regulatory approvals and may not receive
necessary approvals to commercialize our products and products in development in any market on a timely basis, if at all.

Biotechnology company stock prices have declined significantly in certain instances where companies have failed to obtain FDA or foreign regulatory
authority approval of a product candidate or if the timing of FDA or foreign regulatory authority approval is delayed. If the FDAs or any foreign
regulatory authority’s response to any application for approval is delayed or not favorable for any of our product candidates, our stock price could
decline significantly.

Regulatory approval for any approved product is limited by the FDA to those specific indications and conditions for which clinical safety and
efficacy have been demonstrated, and we may incur significant liability if it is determined that we are promoting the “off-label” use of IXINITY or
any of our future product candidates if approved.

Any regulatory approval is limited to those specific diseases, indications and patient populations for which a product is deemed to be safe and effective
by the FDA. For example, the FDA-approved label for IXINITY is not approved for use in patients younger than twelve years old. In addition to the
FDA approval required for new formulations, any new indication for an approved product also requires FDA approval. If we are not able to obtain FDA
approval for any desired future indications for our products and product candidates, our ability to effectively market and sell our products may be
reduced and our business may be adversely affected.

While physicians may choose to prescribe drugs for uses that are not described in the product’s labeling and for uses that differ from those tested in
clinical trials and approved by the regulatory authorities, our ability to promote the products is limited to those indications and patient populations that
are specifically approved by the FDA. These “off-label” uses are common across medical specialties and may constitute an appropriate treatment for
some patients in varied circumstances. Regulatory authorities in the United States generally do not regulate the behavior of physicians in their choice of
treatments. Regulatory authorities do, however, restrict communications by pharmaceutical companies on the subject of off-label use. If our promotional
activities fail to comply with the FDAs regulations or guidelines, we may be subject to warnings from, or enforcement action by, these authorities. In
addition, our failure to follow FDA rules and guidelines relating to promotion and advertising may cause the FDA to issue warning letters or untitled
letters, suspend or withdraw an approved product from the market, require a recall or institute fines, which could result in the disgorgement of money,
operating restrictions, injunctions or civil or criminal enforcement, any of which could harm our business.
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Notwithstanding the regulatory restrictions on off-label promotion, the FDA and other regulatory authorities allow companies to engage in truthful,
non-misleading and non-promotional scientific exchange concerning their products. We engage in medical education activities and communicate with
investigators and potential investigators regarding our clinical trials. If the FDA or other regulatory or enforcement authorities determine that our
communications regarding our marketed product are not in compliance with the relevant regulatory requirements and that we have improperly promoted
off-label uses, or that our communications regarding our investigational products are not in compliance with the relevant regulatory requirements and
that we have improperly engaged in pre-approval promotion, we may be subject to significant liability, including civil and administrative remedies as
well as criminal sanctions.

Our products may face regulatory, legal or commercial challenges even after approval.

Any drug or biologic for which we receive FDA approval, along with the manufacturing processes, post-approval clinical data, labeling, advertising and
promotional activities for such product, will be subject to continuing regulation by the FDA, including, among other things, record keeping
requirements, reporting of adverse experiences, providing the FDA with updated safety and efficacy information, product sampling and distribution
requirements, cGMP, and restrictions on advertising and promotion. Adverse events that are reported after marketing approval can result in additional
limitations being placed on the product’s distribution or use and, potentially, withdrawal or suspension of the product from the market. In addition,
various state laws require that companies that manufacture and/or distribute drug products within the state obtain and maintain a manufacturer or
distributor license, as appropriate. Because of the breadth of these laws, it is possible that some of our business activities, or those of our third-party
manufacturers and distributors, could be subject to challenge under one or more of such laws.

In addition, the FDA has post-approval authority to require post-approval clinical trials and/or safety labeling changes if warranted by the appearance of
new safety information. In certain circumstances, the FDA may impose a REMS after a product has been approved. Facilities involved in the
manufacture and distribution of approved products are required to register their establishments with the FDA and certain state agencies and are subject
to periodic unannounced inspections by the FDA for compliance with cGMP and other laws. The FDA also closely monitors advertising and
promotional materials we may disseminate for our products for compliance with restrictions on off-label promotion and other laws. We may not promote
our products for conditions of use that are not included in the approved package inserts for our products. Certain additional restrictions on advertising
and promotion exist for products that have so-called boxed warnings in their approved package inserts.

Similar actions may be taken against us should we fail to comply with regulatory requirements, or later discover previously unknown problems with our
products. Even if regulatory approval of a product is granted, the approval may be subject to limitations on the indicated uses for which the product may
be marketed or to the conditions of approval, or contain requirements for costly post-marketing testing and surveillance to monitor the safety or efficacy
of the product. If we experience any of these post-approval events, our business, financial condition and operating results could be materially and
adversely affected.

If we fail to comply with foreign, federal, state and local healthcare laws, including fraud and abuse and health information privacy and security
laws, we could face substantial penalties and our business, results of operations, financial condition and prospects could be adversely affected.

As a biotechnology company, even though we do not provide healthcare services or receive payments directly from or bill directly to Medicare,
Medicaid or other third-party payors for our products, certain federal, state, local and foreign healthcare laws and regulations pertaining to fraud and
abuse and patients’ rights are applicable to our business. We are subject to healthcare fraud and abuse and patient
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privacy regulation by both the federal government and the states in which we conduct our business. The laws that may affect our ability to operate
include:
 

 

•  the federal Anti-Kickback Statute makes it illegal for any person or entity, including a prescription drug manufacturer (or a party acting
on its behalf) to knowingly and willfully solicit, receive, offer or pay remuneration, directly or indirectly, overtly or covertly, to induce,
or in return for, either the referral of an individual, or the purchase, lease, prescribing or recommendation of an item, good, facility or
service reimbursable by a federally funded healthcare program, such as the Medicare or Medicaid program. The term “remuneration”
has been interpreted broadly and may constrain our marketing practices, educational programs, pricing policies and relationships with
healthcare providers or other entities, among other activities;

 

 

•  federal civil and criminal false claims, including the federal False Claims Act, and false statement laws and civil monetary penalty laws,
which impose criminal and civil penalties, including through civil whistleblower or qui tam actions, on individuals or entities for,
among other things, knowingly presenting, or causing to be presented, claims for payment or approval from Medicare, Medicaid or
other federal health care programs that are false or fraudulent or knowingly making any materially false statement in connection with
the delivery or payment for healthcare benefits, items or services;

 

 

•  the U.S. federal Health Insurance Portability and Accountability Act of 1996, or HIPAA, which imposes criminal and civil liability for,
among other things, knowingly and willfully executing, or attempting to execute, a scheme to defraud any healthcare benefit program or
obtain, by means of false or fraudulent pretenses, representations, or promises, any of the money or property owned by, or under the
custody or control of, any healthcare benefit program, regardless of the payor (e.g., public or private) and knowingly and willfully
falsifying, concealing or covering up by any trick or device a material fact or making any materially false statement, in connection with
the delivery of, or payment for, healthcare benefits, items or services. Similar to the U.S. federal Anti-Kickback Statute, a person or
entity does not need to have actual knowledge of the statute or specific intent to violate it in order to have committed a violation;

 

 

•  HIPAA, as amended by the Health Information Technology for Economic and Clinical Health, or HITECH, and their respective
implementing regulations mandates, among other things, the adoption of uniform standards for the electronic exchange of information
in common healthcare transactions, as well as standards relating to the privacy, security and transmission of individually identifiable
health information, which require the adoption of administrative, physical and technical safeguards to protect such information. Among
other things, HITECH makes HIPAA’s security standards directly applicable to “business associates”, or independent contractors or
agents of covered entities that create, receive or obtain protected health information in connection with providing a service for or on
behalf of a covered entity;

 

 

•  the Physician Payments Sunshine Act and its implementing regulations, which requires certain manufacturers of drugs, biologics,
medical devices and medical supplies for which payment is available under Medicare, Medicaid or the CMS, certain payments and
transfers of value made to physicians and teaching hospitals, and ownership or investment interests held by physicians and their
immediate family members. Beginning in 2022, applicable manufacturers will also be required to report information regarding
payments and transfers of value provided to physician assistants, nurse practitioners, clinical nurse specialists, certified nurse
anesthetists, and certified nurse-midwives; and

 

 •  state law equivalents of each of the above federal laws, such as anti-kickback and false claims laws, which may apply to items or
services reimbursed by any third-party payor,
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including commercial insurers; state and foreign laws governing the privacy and security of health information in certain circumstances,
many of which differ from each other in significant ways and may not have the same effect, thus complicating compliance efforts; state,
local and foreign laws that require pharmaceutical companies to comply with the pharmaceutical industry’s voluntary compliance
guidelines and the relevant compliance guidance promulgated by the federal government, obtain pharmaceutical agent licensure, and/or
otherwise restrict payments that may be made to healthcare providers and entities; and state, local and foreign laws that require drug
manufacturers to report information related to payments and other transfers of value to healthcare providers or entities, or marketing
expenditures.

Because of the breadth of these laws and the narrowness of the statutory exceptions and safe harbors available under the U.S. federal Anti-Kickback
Statute, it is possible that some of our business activities could be subject to challenge under one or more of such laws. Moreover, recent health care
reform legislation has strengthened these laws. For example, the ACA, among other things, amends the intent requirement of the federal Anti-Kickback
Statute and criminal health care fraud statutes, so that a person or entity no longer needs to have actual knowledge of the statute or specific intent to
violate it. In addition, the ACA provides that the government may assert that a claim including items or services resulting from a violation of the federal
Anti-Kickback Statute constitutes a false or fraudulent claim for purposes of the False Claims Act.

Recently, several pharmaceutical and other healthcare companies have been prosecuted under the federal false claims laws for allegedly inflating drug
prices they report to pricing services, which in turn are used by the government to set Medicare and Medicaid reimbursement rates, and for allegedly
providing free product to customers with the expectation that the customers would bill federal programs for the product. In addition, certain marketing
practices, including off-label promotion, interactions with specialty pharmacies, and patient assistance programs may also violate fraud and abuse laws.
To the extent that any product we make is sold in a foreign country, we may be subject to similar foreign laws and regulations.

In addition, certain state and local laws mandate that we comply with a state code of conduct, adopt a company code of conduct under state criteria,
disclose marketing payments made to health care professionals and entities, disclose drug pricing information and/or report compliance information to
the state authorities. The shifting compliance environment and the need to build and maintain robust and expandable systems to comply in multiple
jurisdictions with different compliance and reporting requirements increase the possibility that a pharmaceutical company may violate one or more of
the requirements. Any failure to comply with these reporting requirements could result in significant fines and penalties.

The risks of complying with these laws cannot be entirely eliminated. The risk of violation of such laws is also increased because many of them have
not been fully interpreted by the regulatory authorities or the courts, and their provisions are open to a variety of interpretations. Any action against us
for violation of these laws, even if we successfully defend against it, could cause us to incur significant legal expenses and divert our management’s
attention from the operation of our business. Moreover, achieving and sustaining compliance with applicable federal, state, local and foreign privacy,
security, fraud and transparency laws may prove costly. If our past or present operations, or those of our distributors are found to be in violation of any
of the laws described above or any other governmental regulations that apply to us, we may be subject to sanctions, including civil and administrative
penalties, criminal fines, damages, disgorgement, exclusion from participation in U.S. federal or state health care programs, individual imprisonment,
integrity obligations, and the curtailment or restructuring of our operations, any of which could materially adversely affect our ability to operate our
business and our financial results. Similarly, if healthcare providers, distributors or other entities with whom we do business are
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found to be out of compliance with applicable laws and regulations, they may be subject to sanctions, which could also have a negative impact on us.

If we fail to comply with our obligations under U.S. governmental pricing programs, we could be required to reimburse government programs for
underpayments and could pay penalties, sanctions and fines.

The issuance of regulations and coverage expansion by various governmental agencies relating to the Medicaid rebate program will continue to increase
our costs and the complexity of compliance and will be time-consuming. Changes to the definition of “average manufacturer price,” or AMP, and the
Medicaid rebate amount under the ACA and CMS, issuance of final regulations implementing those changes also has affected and could further affect
our 340B “ceiling price” calculations. Because we participate in the Medicaid rebate program, we are required to report “average sales price,” or ASP,
information to CMS for certain categories of drugs that are paid for under Part B of the Medicare program, including IXINITY. Future statutory or
regulatory changes or CMS binding guidance could affect the ASP calculations for our products and the resulting Medicare payment rate, and could
negatively impact our results of operations.

Pricing and rebate calculations vary among products and programs, involve complex calculations and are often subject to interpretation by us,
governmental or regulatory agencies and the courts. The Medicaid rebate amount is computed each quarter based on our submission to CMS of our
current AMP and “best price” for the quarter. If we become aware that our reporting for a prior quarter was incorrect, or has changed as a result of
recalculation of the pricing data, we are obligated to resubmit the corrected data for a period not to exceed twelve quarters from the quarter in which the
data originally were due. Any such revisions could have the impact of increasing or decreasing our rebate liability for prior quarters, depending on the
direction of the revision. Such restatements and recalculations increase our costs for complying with the laws and regulations governing the Medicaid
rebate program. Price recalculations also may affect the “ceiling price” at which we are required to offer our products to certain covered entities, such as
safety-net providers, under the 340B/PHS drug pricing program.

In addition to retroactive rebate liability and the potential for 340B program refunds, if we are found to have made a misrepresentation in the reporting
of ASP, we are subject to civil monetary penalties for each such price misrepresentation and for each day in which such price misrepresentation was
applied. If we are found to have knowingly submitted false AMP or “best price” information to the government, we may be liable for civil monetary
penalties per item of false information. Any refusal of a request for information or knowing provision of false information in connection with an AMP
survey verification also would subject us to civil monetary penalties. In addition, our failure to submit monthly/quarterly AMP or “best price”
information on a timely basis could result in a civil monetary penalty per day for each day the information is late beyond the due date. Such failure also
could be grounds for CMS to terminate our Medicaid drug rebate agreement, pursuant to which we participate in the Medicaid program. In the event that
CMS terminates our rebate agreement, no federal payments would be available under Medicaid or Medicare Part B for our covered outpatient drugs.
Governmental agencies may also make changes in program interpretations, requirements or conditions of participation, some of which may have
implications for amounts previously estimated or paid. We cannot assure you that our submissions will not be found by CMS to be incomplete or
incorrect.

In order for our products to be reimbursed by the primary federal governmental programs, we report certain pricing data to the U.S. federal government.
Compliance with reporting and other requirements of these federal programs is a pre-condition to: (i) the availability of federal funds to pay for our
products under Medicaid and Medicare Part B; and (ii) procurement of our products by the Department of Veterans Affairs, or DVA, and by covered
entities under the 340B/PHS program. The pricing data reported are used as the basis for establishing Federal Supply Schedule, or FSS, and 340B/PHS
program
 

S-31



Table of Contents

contract pricing and payment and rebate rates under the Medicare Part B and Medicaid programs, respectively. Pharmaceutical companies have been
prosecuted under federal and state false claims laws for submitting inaccurate and/or incomplete pricing information to the government that resulted in
increased payments made by these programs. The rules governing the calculation of certain reported prices are highly complex. Although we maintain
and follow strict procedures to ensure the maximum possible integrity for our federal pricing calculations, the process for making the required
calculations involves some subjective judgments and the risk of errors always exists, which creates the potential for exposure under the false claims
laws. If we become subject to investigations or other inquiries concerning our compliance with price reporting laws and regulations, and our
methodologies for calculating federal prices are found to include flaws or to have been incorrectly applied, we could be required to pay or be subject to
additional reimbursements, penalties, sanctions or fines, which could have a material adverse effect on our business, financial condition and results of
operations.

To be eligible to have our products paid for with federal funds under the Medicaid and Medicare Part B programs as well as to be purchased by certain
federal agencies and certain federal grantees, we also must participate in the DVA FSS pricing program. To participate, we are required to enter into an
FSS contract with the DVA, under which we must make our innovator “covered drugs” available to the “Big Four” federal agencies—the DVA, the U.S.
Department of Defense, or the DoD, the Public Health Service (including the Indian Health Service), and the Coast Guard—at pricing that is capped
pursuant to a statutory federal ceiling price, or FCP, formula set forth in Section 603 of the Veterans Health Care Act of 1992, or VHCA. The FCP is
based on a weighted average wholesale price known as the Non-Federal Average Manufacturer Price, or Non-FAMP, which manufacturers are required
to report on a quarterly and annual basis to the DVA. Pursuant to the VHCA, knowing provision of false information in connection with a Non-FAMP
filing can subject us to penalties of $184,767 for each item of false information. If we overcharge the government in connection with our FSS contract or
Section 703 Agreement, whether due to a misstated FCP or otherwise, we are required to disclose the error and refund the difference to the government.
The failure to make necessary disclosures and/or to identify contract overcharges can result in allegations against us under the False Claims Act and
other laws and regulations. Unexpected refunds to the government, and responding to a government investigation or enforcement action, would be
expensive and time-consuming, and could have a material adverse effect on our business, financial condition, results of operations and growth prospects.

Our operations, including our use of hazardous materials, chemicals, bacteria and viruses, require us to comply with regulatory requirements and
expose us to significant potential liabilities.

Our operations involve the use of hazardous materials, including chemicals, and may produce dangerous waste products. Accordingly, we, along with
the third parties that conduct clinical trials and manufacture our products and product candidates on our behalf, are subject to federal, state, local and
foreign laws and regulations that govern the use, manufacture, distribution, storage, handling, exposure, disposal and recordkeeping with respect to these
materials. We are also subject to a variety of environmental and occupational health and safety laws. Compliance with current or future laws and
regulations can require significant costs and we could be subject to substantial fines and penalties in the event of noncompliance. In addition, the risk of
contamination or injury from these materials cannot be completely eliminated. In such event, we could be held liable for substantial civil damages or
costs associated with the cleanup of hazardous materials.

Our failure to comply with data protection laws and regulations could lead to government enforcement actions and significant penalties against us,
and adversely impact our operating results.

EU Member States, Switzerland and other countries have adopted data protection laws and regulations, which impose significant compliance
obligations. For example, European Union, or EU, member states and other foreign jurisdictions, including Switzerland, have adopted data protection
laws and regulations which impose significant compliance obligations. Moreover, the collection and use of personal health
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data in the EU is now governed under the EU General Data Protection Regulation, or the GDPR, effective in May 2018. The GDPR, which is wide-
ranging in scope, imposed several requirements relating to the consent of the individuals to whom the personal data relates, the information provided to
the individuals, the security and confidentiality of the personal data, data breach notification and the use of third-party processors in connection with the
processing of personal data. The GDPR also imposes strict rules on the transfer of personal data out of the EU to the U.S., provides an enforcement
authority and imposes large penalties for noncompliance, including the potential for fines of up to €20 million or 4% of the annual global revenues of
the noncompliant company, whichever is greater. The GDPR requirements apply not only to third-party transactions, but also to transfers of information
between us and our subsidiaries, including employee information. The GDPR increases our responsibility and liability in relation to personal data that
we process, including in clinical trials, and we may be required to put in place additional mechanisms to ensure compliance with the GDPR, which
could divert management’s attention and increase our cost of doing business. In addition, new regulation or legislative actions regarding data privacy
and security (together with applicable industry standards) may increase our costs of doing business. However, despite our ongoing efforts to bring our
practices into compliance with the GDPR, we may not be successful either due to various factors within our control, such as limited financial or human
resources, or other factors outside our control. It is also possible that local data protection authorities may have different interpretations of the GDPR,
leading to potential inconsistencies amongst various EU member states. Any failure or alleged failure (including as a result of deficiencies in our
policies, procedures, or measures relating to privacy, data security, marketing, or communications) by us to comply with laws, regulations, policies, legal
or contractual obligations, industry standards, or regulatory guidance relating to privacy or data security, may result in governmental investigations and
enforcement actions, litigation, fines and penalties or adverse publicity. In addition, we expect that there will continue to be new proposed laws,
regulations and industry standards relating to privacy and data protection in the United States, the EU and other jurisdictions, and we cannot determine
the impact such future laws, regulations and standards may have on our business.

Intellectual Property Risks

If we are unable to protect our intellectual proprietary rights, our business could be harmed.

Our commercial success will depend, in large part, on our ability to obtain and maintain protection in the United States and other countries for the
intellectual property covering or incorporated into our technology, products and product candidates. Obtaining and maintaining this protection is very
costly. The patentability of technology in the biotechnology field generally is highly uncertain and involves complex legal and scientific questions. We
cannot be certain that our patents and patent applications, including our own and those that we have rights through licenses from third parties, will
adequately protect our intellectual property. Our success protecting our intellectual property depends significantly on our ability to:
 

 •  obtain and maintain U.S. and foreign patents, that are meaningful to our products, including defending those patents against adverse
claims;

 

 •  secure patent term extension for the patents covering our approved products;
 

 •  protect trade secrets;
 

 •  operate without infringing the proprietary rights of others; and
 

 •  prevent others from infringing our proprietary rights.

We may not be able to obtain issued patents relating to our technology or products. Even if issued, patents may inadvertently lapse or be challenged,
narrowed, invalidated or circumvented, which could limit our ability to stop competitors from marketing similar products or limit the duration of patent
protection we may have for our products. Further, patents may lapse prior to the regulatory approval of
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the underlying product in one or more territories. In the past, we have abandoned the prosecution and/or maintenance of patent applications related to
patent families in the ordinary course of business. In the future we may choose to abandon such prosecution and/or maintenance in a similar fashion. If
these patent rights are later determined to be valuable or necessary to our business, our competitive position may be adversely affected. Changes in
patent laws or administrative patent office rules or changes in interpretations of patent laws in the United States and in other countries may diminish the
value of our intellectual property or narrow the scope of our patent protection, or result in costly defensive measures.

The cost of litigation to uphold the validity of patents, once obtained, to prevent infringement or to otherwise protect or enforce our proprietary rights
could be substantial and, from time to time, our patents are subject to patent office proceedings. Some of our competitors may be better able to sustain
the costs of complex patent litigation because they may have substantially greater financial resources. Intellectual property lawsuits are expensive and
unpredictable and would consume management’s time and attention and other resources, even if the outcome were successful. In addition, there is a risk
that a court would decide that our patents are not valid and that we do not have the right to stop the other party from using the inventions covered by or
incorporating them. There is also a risk that, even if the validity of a patent were upheld, a court would refuse to stop the other party from using the
invention(s), including on the grounds that its activities do not infringe the patent. If any of these events were to occur, our business, financial condition
and operating results could be materially and adversely affected.

In addition to patent litigation, we may be a party to adversarial proceedings before the Patent Trial and Appeal Board (PTAB) of the US Patent and
Trademark Office (USPTO), or the Opposition Division of the European Patent Office (EPO). Potential proceedings before the PTAB include inter
partes review proceedings, post-grant review proceedings and interference proceedings. Depending on our level of success at the PTAB and Opposition
Division of the EPO, these proceedings could adversely impact our intellectual property rights with respect to our products and technology.

In addition, the U.S. Supreme Court has ruled on several patent cases in recent years, either narrowing the scope of patent protection available in certain
circumstances or weakening the rights of patent owners in certain situations. This combination of events has created uncertainty with respect to the
value of patents, once obtained, and with regard to our ability to obtain patents in the future. Depending on decisions by the U.S. Congress, the federal
courts, and the USPTO, the laws and regulations governing patents could change in unpredictable ways that would weaken our ability to obtain new
patents or to enforce our existing patents and patents that we might obtain in the future. Patent and intellectual property laws outside of the United States
may also change and be uncertain.

Patent and other intellectual property laws outside the United States are even more uncertain than in the United States and are continually undergoing
review and revisions in many countries. Further, the laws of some foreign countries may not protect our intellectual property rights to the same extent as
the laws of the United States. For example, certain countries do not grant patent claims that are directed to business methods and processes. In addition,
we may have to participate in additional opposition proceedings, like the proceedings described above, to determine the validity of our foreign patents or
our competitors’ foreign patents, which could result in substantial costs and diversion of our efforts.

Additionally, in January 2019, our unrestricted cash level fell below $25.0 million which triggered the effectiveness of a security agreement in favor of
MidCap with respect to our registered intellectual property to secure our obligations under the Amended Credit Agreement. MidCap now holds a
security interest in our registered intellectual property and may take ownership of such intellectual property if we do not satisfy our obligations under the
Amended Credit Agreement.

Our collaborative partners and licensors may not adequately protect our intellectual property rights. These third parties may have the first right to
maintain or defend intellectual property rights in which we
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have an interest and, although we may have the right to assume the maintenance and defense of such intellectual property rights if these third parties do
not do so, our ability to maintain and defend such intellectual property rights may be compromised by the acts or omissions of these third parties.

Our patents, once obtained, also may not afford us protection against competitors with similar technology. Because patent applications in the United
States and many foreign jurisdictions are typically not published until eighteen months after filing, or in some cases not at all, and because publications
of discoveries in the scientific literature often lag behind actual discoveries, neither we nor our licensors can be certain that others have not filed or
maintained patent applications for technology used by us or covered by our pending patent applications without our being aware of these applications.

We also will rely on current and future trademarks to establish and maintain recognized brands. If we fail to acquire and protect such trademarks, our
ability to market and sell our products, and therefore our business, financial condition and operating results, could be materially and adversely affected.

If the outcome of a patent opposition proceeding currently pending in Europe relating to IXINITY is unsuccessful, we may need to identify an
additional fill/finish manufacturer, which could result in significant production delays and additional costs associated with moving our fill/finish
manufacturing activities and identifying another fill/finish manufacturer.

A European Patent Opposition is a European Patent Office proceeding that allows for an opponent to challenge the validity of an issued patent. A
European Patent Opposition is a proceeding that determines only the validity of a patent and does not determine whether a party infringes a patent. To
initiate an Opposition at the European Patent Office, an opponent files a notice that it wishes to oppose the patent within a nine-month period following
the publication of the patent grant. After the opponent files the notice, it may be a few years before the merits of the opposition are heard and decided by
the European Patent Office Opposition Division and several more years before the Boards of Appeal hears and decides on any appeals. We are currently
opposing a European patent owned by Baxalta Incorporated, or Baxalta, which relates to factor IX proteins such as IXINITY. Depending on the final
outcome of the currently pending opposition proceeding, we may be unable to continue to conduct our current IXINITY fill/finish manufacturing
activities. We were previously involved in five similar opposition proceedings in Europe relating to factor IX proteins in which Baxter International Inc.,
former parent of Baxalta, or Baxalta was the patentee or opposing party. None of the previous five oppositions are still pending, and all came to a
conclusion in a manner favorable to Aptevo.

Patheon UK Limited, through an affiliate, is currently the sole source third-party manufacturer that provides fill and finish services for our IXINITY
product, which conducts such activities in Europe. If, as a result of an adverse outcome in this proceeding, we are required to identify an additional
fill/finish manufacturer in another location, we would not be able to do so without significant delay and likely significant additional cost.

In addition, depending on the final outcome of this proceeding, we may be unable to sell factor IX products in Europe relating to the subject matter
claimed in the European patent we are opposing.

Although we do not have current marketing authorization for IXINITY in Europe, nor do we sell IXINITY in Europe, if we are unsuccessful in
opposing Baxalta’s European patent, we may be prevented or delayed in obtaining marketing authorization to sell IXINITY in Europe or any other
recombinant vitamin K dependent products we may develop in the future.

International patent protection is particularly uncertain, and if we are involved in additional opposition proceedings in foreign countries, we may have to
expend substantial sums and management resources.
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Third parties may choose to file patent infringement claims against us.

Our development and commercialization activities, as well as any product candidates or products resulting from these activities, may infringe or be
claimed to infringe patents and other intellectual property rights of third parties under which we do not hold sufficient licenses or other rights. Third
parties may be successful in obtaining patent protection for technologies that cover development and commercialization activities in which we are
already engaged. These third parties may have substantially greater financial resources than us and could bring claims against us that could cause us to
incur substantial expenses to defend against these claims and, if successful against us, could cause us to pay substantial damages. If a patent
infringement or other similar suit were brought against us, we could be forced to stop or delay development, manufacturing or sales of the product or
product candidate that is the subject of the suit. Intellectual property litigation in the biotechnology industry is common, and we expect this trend to
continue.

As a result of patent infringement or other similar claims, or to avoid potential claims, we may choose or be required to seek a license from the third
party and be required to pay license fees or royalties or both. These licenses may not be available on acceptable terms, or at all. Even if we were able to
obtain a license, the rights may be non-exclusive, which could result in our competitors gaining access to the same intellectual property. Ultimately, we
could be prevented from commercializing a product, or be forced to cease some aspect of our business operations, if, as a result of actual or threatened
patent infringement claims, we are unable to enter into licenses on acceptable terms, if at all, or if an injunction is granted against us, which could harm
our business significantly.

There has been substantial litigation and other proceedings regarding patent and other intellectual property rights in the pharmaceutical and
biotechnology industries. In addition to infringement claims against us, we may become a party to other patent litigation and other adversarial
proceedings such as proceedings before the PTAB and opposition proceedings in the European Patent Office, regarding intellectual property rights that
could impact our products and technology.

Patent litigation and other proceedings may also absorb significant management time. The cost to us of any patent litigation or other proceeding, even if
resolved in our favor, could be substantial. Some of our competitors may be able to sustain the costs of such litigation or proceedings more effectively
than we can because of their substantially greater financial resources. Uncertainties resulting from the initiation and continuation of patent litigation or
other proceedings could have a material adverse effect on our ability to compete in the marketplace. Patent litigation and other proceedings may also
absorb significant management time.

Our Aptevo trademarks may be opposed which could have a material and adverse effect on our business.

We have applications pending that cover the APTEVO THERAPEUTICS, APTEVO BIOTHERAPEUTICS and APTEVO RESEARCH AND
DEVELOPMENT trademarks. We refer to these trademarks as our house marks. If a third party opposes any of these house marks and we are unable to
reach settlement prior to the commencement of an opposition proceeding, we may incur significant expense in the course of participating in the
opposition process, which can be expensive and lengthy. Any settlement with a third party may result in our agreeing to be subject to restrictions on our
use of the relevant house mark. In addition, if we are unsuccessful in an opposition against a house mark, we would lose the ability to obtain trademark
registration for one or more uses of the relevant mark both in the United States and in other territories which could have a material and adverse effect on
our business.

Synoptis Pharma Sp. z.o.o., or Synoptis, has opposed several of our house marks in the European Union. We are in settlement discussions with Synoptis
and believe we will be able to reach agreement with Synoptis on terms. In the event we are unsuccessful with our efforts to negotiate a settlement with
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Synoptis, we may lose our ability to obtain trademark registration for one or more of the house marks in the European Union, where Synoptis has
opposed the marks, which could have a material and adverse effect on our business.

The Bristol Myers Squibb Company, or BMS, previously opposed several of our house marks in and outside the United States. We entered into a
settlement and co-existence agreement with BMS and its licensee, Ono Pharmaceutical Co., Ltd on July 5, 2017. BMS subsequently withdrew
oppositions of our house marks. The settlement and co-existence agreement places restrictions on how we can use our house marks and how we can
seek trademark protection for our house marks.

We may be subject to claims that our employees have wrongfully used or disclosed alleged trade secrets of their former employers.

As is common in the biotechnology and pharmaceutical industry, we employ individuals who were previously employed at other biotechnology or
pharmaceutical companies, including our competitors or potential competitors. We may be subject to claims that these employees or we have
inadvertently or otherwise used or disclosed trade secrets or other proprietary information of their former employers. Litigation may be necessary to
defend against these claims. Even if we are successful in defending against these claims, litigation could result in substantial costs and be a distraction to
management.

Failure to comply with our obligations in our intellectual property licenses with third parties, could result in loss of license rights or other damages.

We are a party to a number of license agreements and expect to enter into additional license agreements in the future. Our existing licenses impose, and
we expect future licenses will impose, various diligence, milestone payment, royalty, insurance and other obligations on us. If we fail to comply with
these obligations, the licensor may have the right to terminate the license in whole or in part, terminate the exclusive nature of the license and/or sue us
for breach, which could cause us to not be able to market any product that is covered by the licensed patents and may be subject to damages.

If we are unable to protect the confidentiality of our proprietary information and know-how, the value of our technology and products could be
adversely affected.

In addition to patented technology, we rely upon unpatented proprietary technology, information processes and know-how. These types of trade secrets
can be difficult to protect. We seek to protect this confidential information, in part, through agreements with our employees, consultants and third parties
as well as confidentiality policies and audits, although these may not be successful in protecting our trade secrets and confidential information. These
agreements may be breached, and we may not have adequate remedies for any such breach. In addition, our trade secrets may otherwise become known,
including through a potential cyber security breach, or may be independently developed by competitors. If we are unable to protect the confidentiality of
our proprietary information and know-how, competitors may be able to use this information to develop products that compete with our products, which
could adversely impact our business.

If we experience a significant disruption in our information technology systems or breaches of data security, our business could be adversely
affected.

We rely on information technology systems to keep financial records, capture laboratory data, maintain clinical trial data and corporate records,
communicate with staff and external parties and operate other critical functions. Our information technology systems are potentially vulnerable to
disruption due to breakdown, malicious intrusion and computer viruses or other disruptive events including but not limited to natural disaster. If we were
to experience a prolonged system disruption in our information technology systems or those of certain of our vendors, it could delay or negatively
impact our sales of IXINITY or the development and commercialization of our product candidates, which could adversely
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impact our business. If operations at our facilities were disrupted, it may cause a material disruption in our business if we are not capable of restoring
function on an acceptable timeframe. In addition, our information technology systems are potentially vulnerable to data security breaches—whether by
employees or others—which may expose sensitive or personal data to unauthorized persons. Such data security breaches could lead to the loss of trade
secrets or other intellectual property, or could lead to the public exposure of personal information (including sensitive personal information) of our
employees, patients in our clinical trials, customers and others, any of which could have a material adverse effect on our business, financial condition
and results of operations. Moreover, a security breach or privacy violation that leads to destruction, loss, alteration, unauthorized use or access,
disclosure or modification of, personally identifiable information or personal data, could harm our reputation, compel us to comply with federal, state
and/or international breach notification laws, subject us to mandatory corrective or regulatory action, require us to verify the correctness of database
contents and otherwise subject us to liability under laws and regulations that protect personal data, including the GDPR, which could disrupt our
business, result in increased costs or loss of revenue, and/or result in significant legal and financial exposure. In addition, a data security breach could
result in loss of clinical trial data or damage to the integrity of that data. If we are unable to implement and maintain adequate organizational and
technical measures to prevent such security breaches or privacy violations, or to respond adequately in the event of a breach, our operations could be
disrupted, and we may suffer loss of reputation, problems with regulatory authorities, financial loss and other negative consequences. In addition, these
breaches and other inappropriate access can be difficult to detect, and any delay in identifying them may lead to increased harm of the type described
above.

Risk Related to Collaborations

We may not be successful in establishing and maintaining collaborations that leverage our capabilities in pursuit of developing and commercializing
our product candidates.

For each of our product candidates we plan to evaluate the merits of entering into collaboration arrangements with third parties, including leading
biotechnology companies or non-governmental organizations. In July 2017, we entered into a collaboration agreement with Alligator Bioscience AB, or
Alligator, pursuant to which Aptevo R&D and Alligator are collaborating to develop ALG.APV-527, a lead bispecific antibody candidate
simultaneously targeting 4-1BB (CD137), a member of the TNFR superfamily of a costimulatory receptor found on activated T-cells, and 5T4, a tumor
antigen widely overexpressed in a number of different types of cancer. We expect to selectively pursue collaboration arrangements with third parties that
have particular technology, expertise or resources for the development or commercialization of our product candidates or for accessing particular
markets. We face, and will continue to face, significant competition in seeking appropriate partners for our product candidates. If we are unable to
identify partners whose capabilities complement and integrate well with ours and reach collaboration arrangements with such partners on a timely basis,
on acceptable terms or at all, or if the arrangements we establish are unproductive for us, we may fail to meet our business objectives for the particular
product candidate. Our ability to enter into such arrangements with respect to products in development that are subject to licenses may be limited by the
terms of those licenses.

Our collaboration agreement with Alligator, or any collaboration agreement we may consider entering into, may not be successful and the success of our
collaboration arrangements will depend heavily on the efforts and activities of our collaborative partners. It is likely that our collaborative partners will
have significant discretion in determining the efforts and resources that they will apply to these collaborations.

The risks that we are subject to in any of our collaborations include, among others:
 

 •  our collaborative partners may not commit adequate resources to the development, marketing and distribution of any collaboration
products, limiting our potential revenues from these products;
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 •  our collaborative partners may experience financial difficulties and may therefore be unable to meet their commitments to us;
 

 •  our collaborative partners may pursue a competing product candidate developed either independently or in collaboration with others,
including our competitors; and

 

 •  our collaborative partners may terminate our relationship.

The failure of any of our current or future collaboration partners to perform as expected could place us at a competitive disadvantage and adversely
affect us financially, including delay and increased costs of development, loss of market opportunities, lower than expected revenues and impairment of
the value of the related product candidate. A loss of our collaboration agreement with Alligator would result in a burden of locating a replacement
partner under potentially less favorable terms at an additional cost. Collaborations are a critical part of our business strategy, and any inability on our
part to establish and successfully maintain such arrangements on terms favorable to us or to work successfully with our collaborative partners could
have an adverse effect on our operations and financial performance.

If we do not continue to develop effective internal controls, we may not be able to accurately report our financial results and our business could be
harmed.

The Sarbanes-Oxley Act requires, among other things, that we assess the effectiveness of our internal control over financial reporting annually and the
effectiveness of our disclosure controls and procedures quarterly. In particular, Section 404 of the Sarbanes-Oxley Act, or Section 404, requires us to
perform system and process evaluation and testing of our internal control over financial reporting to allow management to report on, and our
independent registered public accounting firm potentially to attest to, the effectiveness of our internal control over financial reporting. As an emerging
growth company, we have availed ourselves of the exemption from the requirement that our independent registered public accounting firm attest to the
effectiveness of our internal control over financial reporting under Section 404. However, we may no longer avail ourselves of this exemption when we
cease to be an emerging growth company. When our independent registered public accounting firm is required to undertake an assessment of our
internal control over financial reporting, the cost of our compliance with Section 404 will correspondingly increase. Our compliance with applicable
provisions of Section 404 will require that we incur substantial accounting expense and expend significant management time on compliance-related
issues as we implement additional corporate governance practices and comply with reporting requirements. Moreover, if we are not able to comply with
the requirements of Section 404 applicable to us in a timely manner, or if we or our independent registered public accounting firm identifies deficiencies
in our internal control over financial reporting that are deemed to be material weaknesses, the market price of our stock could decline and we could be
subject to sanctions or investigations by the SEC or other regulatory authorities, which would require additional financial and management resources.

Investor perceptions of our company may suffer if material weaknesses are found, and this could cause a decline in the market price of our common
stock. Irrespective of compliance with Section 404, any failure of our internal control over financial reporting could harm our operating results and
reputation. If we are unable to implement these requirements effectively or efficiently, it could harm our operations, financial reporting, or financial
results and could result in an adverse opinion on our internal controls from our independent registered public accounting firm.
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In connection with our separation from Emergent, we and Emergent agreed to indemnify the other party for certain liabilities. The Emergent
indemnity may not be sufficient to hold us harmless from the full amount of liabilities for which Emergent will be allocated responsibility, and
Emergent may not be able to satisfy its indemnification obligations in the future.

Pursuant to the separation agreement and certain other agreements with Emergent, Emergent has agreed to indemnify us for certain liabilities, and we
agreed to indemnify Emergent for certain liabilities. Indemnities that we may be required to provide Emergent are not subject to any cap, may be
significant and could negatively impact our business, particularly indemnities relating to our actions that could impact the tax-free nature of the
distribution. Third parties could also seek to hold us responsible for any of the liabilities that Emergent has agreed to retain. Any amounts we are
required to pay pursuant to these indemnification obligations and other liabilities could require us to divert cash that would otherwise have been used in
furtherance of our operating business. Further, the indemnity from Emergent may not be sufficient to protect us against the full amount of such
liabilities, and Emergent may not be able to fully satisfy its indemnification obligations. Moreover, even if we ultimately succeed in recovering from
Emergent any amounts for which we are held liable, we may be temporarily required to bear these losses ourselves. Each of these risks could negatively
affect our business, results of operations and financial condition.

Risks Related to Our Securities

Our stock price may be volatile.

Our stock price has fluctuated in the past and is likely to be volatile in the future. Since August 1, 2016, the reported closing price of our common stock
has fluctuated between $1.19 and $5.94 per share. The stock market in general, and the market for biotechnology companies in particular, have
experienced extreme volatility that has often been unrelated to the operating performance of particular companies. The market price of our common
stock may fluctuate significantly due to a number of factors, some of which may be beyond our control or unrelated to our operations, including, among
others:
 

 •  changes in earnings estimated by securities analysts or management, or our ability to meet those estimates;
 

 •  investor perceptions or negative announcements by our customers, competitors or suppliers regarding their own performance;
 

 •  the success of competitive products or technologies;
 

 •  the timing, expenses and results of clinical and non-clinical trials of our product candidates;
 

 •  announcements regarding clinical trial results and product introductions by us or our competitors;
 

 •  announcements of acquisitions, collaborations, financings or other transactions by us or our competitors;
 

 •  public concern as to the safety of our products;
 

 •  termination or delay of a development program;
 

 •  the recruitment or departure of key personnel;
 

 •  actual or anticipated variations in our product revenue and results of operations;
 

 •  the operating and stock price performance of comparable companies;
 

 •  general industry conditions and domestic and worldwide financial, economic and political instability; and
 

 •  the other factors described in this “Risk Factors” section.
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In addition, when the market price of a company’s common stock drops significantly, stockholders often institute securities class action lawsuits against
the company. A lawsuit against us could cause us to incur substantial costs and could divert the time and attention of our management and other
resources.

The public announcement of data from clinical trials or news of any developments related to our product pipeline may cause significant volatility in
our stock price.

The announcement of data from clinical trials by us or our collaborative partners or news of any developments related to our key pipeline product
candidates may cause significant volatility in our stock price. Furthermore, the announcement of any negative or unexpected data or the discontinuation
of development of any of our key pipeline product candidates, or any delay in our anticipated timelines for filing for regulatory approval, could cause
our stock price to decline significantly. There can be no assurance that data from clinical trials will support a filing for regulatory approval or even if
approved, that any of our key pipeline products will become commercially successful.

Our common stock may be at risk for delisting from the Nasdaq Global Market in the future. Delisting could adversely affect the liquidity of our
common stock and the market price of our common stock could decrease.

Our common stock is currently listed on the Nasdaq Global Market. The Nasdaq Stock Market LLC has minimum requirements that a company must
meet in order to remain listed on Nasdaq. These requirements include maintaining a minimum closing bid price of $1.00 per share. Although the trading
price of our common stock is currently above $1.00 per share, the closing price of our common stock has been as low as $1.24 per share, and there can
be no assurance that we will continue to meet this, or any other, requirement in the future, and, if we do not, it is possible that The Nasdaq Stock Market
LLC may notify us that we have failed to meet the minimum listing requirements and initiate the delisting process. If our common stock were to be
delisted, the liquidity of our common stock would be adversely affected and the market price of our common stock could decrease.

In addition, if delisted, we would no longer be subject to Nasdaq rules, including rules requiring us to have a certain number of independent directors
and to meet other corporate governance standards. Our failure to be listed on Nasdaq or another established securities market would have a material
adverse effect on the value of your investment in us.

If our common stock is not listed on Nasdaq or another national exchange, the trading price of our common stock is below $5.00 per share and we have
net tangible assets of $6,000,000 or less, the open-market trading of our common stock will be subject to the “penny stock” rules promulgated under the
Securities Exchange Act of 1934, as amended. If our shares become subject to the “penny stock” rules, broker-dealers may find it difficult to effectuate
customer transactions and trading activity in our securities may be adversely affected. Under these rules, broker-dealers who recommend such securities
to persons other than institutional accredited investors must:
 

 •  make a special written suitability determination for the purchaser;
 

 •  receive the purchaser’s written agreement to the transaction prior to sale;
 

 •  provide the purchaser with risk disclosure documents which identify certain risks associated with investing in “penny stocks” and which
describe the market for these “penny stocks” as well as a purchaser’s legal remedies; and

 

 •  Obtain a signed and dated acknowledgment from the purchaser demonstrating that the purchaser has actually received the required risk
disclosure document before a transaction in a “penny stock” can be completed.
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As a result of these requirements, the market price of our securities may be adversely impacted, and current stockholders may find it more difficult to
sell our securities.

Fuad El-Hibri, the chairman of our Board of Directors, has significant influence over us through his substantial beneficial ownership of our
common stock, including an ability to influence the election of the members of our Board of Directors, or delay or prevent a change of control of us.

Mr. El-Hibri has the ability to significantly influence the election of the members of our Board of Directors due to his substantial beneficial ownership
of our common stock. As of December 31, 2018, Mr. El-Hibri was the beneficial owner of approximately 12% of our outstanding common stock. As a
result, Mr. El-Hibri could delay or prevent a change of control of us that may be favored by other directors or stockholders and otherwise exercise
substantial control over all corporate actions requiring board or stockholder approval, including any amendment of our certificate of incorporation or
by-laws. The control by Mr. El-Hibri may prevent other stockholders from influencing significant corporate decisions. In addition, Mr. El-Hibri’s
significant beneficial ownership of our shares could present the potential for a conflict of interest.

Provisions under Delaware law and in our restated certificate of incorporation and amended and restated by-laws may discourage acquisition
proposals, delay a change in control or prevent transactions that stockholders may consider favorable.

Certain provisions in our restated certificate of incorporation and amended and restated by-laws, and under Delaware law, may discourage, delay or
prevent a merger, acquisition or other changes in control that stockholders may consider favorable, including transactions in which stockholders might
otherwise receive a premium for their shares. These provisions may also prevent or frustrate attempts by our stockholders to replace or remove our
incumbent directors and management.

These provisions include:
 

 •  the classification of our directors;
 

 •  limitations on the removal of directors;
 

 •  limitations on filling vacancies on the board;
 

 •  advance notice requirements for stockholder nominations of candidates for election to the Board of Directors and other proposals;
 

 •  the inability of stockholders to act by written consent;
 

 •  the inability of stockholders to call special meetings; and
 

 •  the ability of our Board of Directors to designate the terms of and issue a new series of preferred stock without stockholder approval.

The affirmative vote of holders of our capital stock representing at least 75% of the voting power of all outstanding stock entitled to vote is required to
amend or repeal the above provisions of our certificate of incorporation. The affirmative vote of either a majority of the directors present at a meeting of
our Board of Directors or holders of our capital stock representing at least 75% of the voting power of all outstanding stock entitled to vote is required to
amend or repeal our by-laws.

In addition, Section 203 of the General Corporation Law of Delaware prohibits a corporation from engaging in a business combination with an
interested stockholder, generally a person which, together with its affiliates, owns or within the last three years has owned 15% or more of the
corporation’s voting stock, for a period of three years after the date of the transaction in which the person became an
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interested stockholder, unless the business combination is approved in a prescribed manner. Accordingly, Section 203 may discourage, delay or prevent
a change in control of us.

Our by-laws include an exclusive forum provision that could limit our stockholders’ ability to obtain a judicial forum viewed by stockholders as
more favorable for disputes with us or our directors, officers or other employees or certain stockholders.

Our by-laws provide that the Chancery Court of the State of Delaware will be the sole and exclusive forum for certain legal proceedings, unless we
consent in writing to the selection of an alternative forum. This exclusive forum provision may limit the ability of our stockholders to bring a claim in a
judicial forum that such stockholders find favorable for disputes with us or our directors or officers, which may discourage lawsuits against us or our
directors or officers. Alternatively, if a court outside of Delaware were to find this exclusive forum provision inapplicable to, or unenforceable in respect
of, one or more of the types of actions or proceedings described above, we may incur additional costs associated with resolving such matters in other
jurisdictions, which could adversely affect our business, financial condition or results of operations.

A significant portion of our shares may be sold into the market at any time which could depress our stock price

If our stockholders sell a substantial number of shares of our common stock in the public market, our market price could decline. In connection with the
transaction with Lincoln Park, we have agreed to register under the Securities Act of 1933, as amended, the resale of shares of common stock that have
been and may be issued under the Purchase Agreement with Lincoln Park. Any such sales by Lincoln Park, or the perception that such sales may occur,
could decrease the market price of our common stock. In addition, holders of an aggregate of approximately three million shares of our common stock
have the right to require us to register these shares of common stock under specified circumstances.

Risks Related to this Offering

We have broad discretion in the use of the net proceeds from this offering and may not use them effectively.

Our management will have broad discretion in the application of the balance of the net proceeds from this offering and could spend the proceeds in ways
that do not improve our business, financial condition or results of operations or enhance the value of our common stock. We intend to use the proceeds
from this offering primarily for research, development and manufacturing of product candidates, and for other general corporate purposes.

The failure by our management to apply these funds effectively could result in financial losses that could harm our business, cause the price of our
common stock to decline and delay the development of our product candidates. Pending their use, we may invest the net proceeds from this offering in a
manner that does not produce income or that loses value.

If you purchase securities in this offering, you will suffer immediate and substantial dilution in the book value of your investment.

The price per share of our common stock and accompanying warrant in this offering may exceed the net tangible book value per share of our common
stock outstanding prior to this offering. Therefore, if you purchase shares of our common stock and accompanying warrants in this offering, you may
pay a price per share that substantially exceeds our net tangible book value per share after this offering. To the extent shares are issued under outstanding
options or warrants at exercise prices lower than the price of our common stock in this offering, you will incur further dilution. If any shares of our
common stock are issued upon exercise of the pre-funded warrants, purchasers of securities in this offering could experience dilution. See the section
entitled “Dilution” below for a more detailed illustration of the dilution you would incur if you participate in this offering.
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Your percentage of ownership in Aptevo may be diluted in the future.

In the future, your percentage ownership in Aptevo may be diluted because of equity issuances for acquisitions, capital market transactions or otherwise,
including equity awards to our directors, officers and employees. Our employees have options to purchase shares of our common stock and we have
issued significant number of restricted stock units that will vest over time. From time to time, we expect to issue additional options, restricted stock
units, or other stock-based awards to our employees under our employee benefits plans.

Future issuances of common stock may include (i) any sale of up to $17.5 million worth of shares of our common stock pursuant to our Equity
Distribution Agreement with Piper Jaffray & Co entered into in November 2017 and (ii) any sale of up to $35.0 million worth of shares of our common
stock in a private placement pursuant to our Purchase Agreement with Lincoln Park, entered into in December 2018.

In addition, our restated certificate of incorporation authorizes us to issue, without the approval of our stockholders, one or more classes or series of
preferred stock having such designation, powers, preferences and relative, participating, optional and other special rights, including preferences over our
common stock respecting dividends and distributions, as our board of directors generally may determine. The terms of one or more classes or series of
preferred stock could dilute the voting power or reduce the value of our common stock. For example, we could grant the holders of preferred stock the
right to elect some number of our directors in all events or on the happening of specified events or the right to veto specified transactions. Similarly, the
repurchase or redemption rights or liquidation preferences we could assign to holders of preferred stock could affect the residual value of the common
stock.

A significant portion of our shares may be sold into the market at any time, which could depress our stock price

If our stockholders sell a substantial number of shares of our common stock in the public market, our market price could decline. After this offering, we
will have outstanding                     shares of common stock based on                shares outstanding as of September 30, 2018. This includes the shares that
we are selling in this offering, which may be resold in the public market immediately without restriction, unless purchased by our affiliates. Of the
remaining shares, approximately                shares are subject to a contractual lock-up with the underwriters for this offering for 90 days immediately
following the date of the final prospectus supplement for this offering. The representatives of the underwriters may, in their discretion, release the
restrictions on any such shares at any time without notice. After the earlier of the expiration of, or release from, the lock-up period, the holders of these
shares may at any time decide to sell their shares in the public market. In addition, certain holders of shares of our common stock have the right to
require us to register these shares of common stock under the Securities Act of 1933, as amended, under specified circumstances.

Because we have no current plans to pay cash dividends on our common stock for the foreseeable future, you may not receive any return on
investment unless you sell your common stock for a price greater than that which you paid for it.

We intend to retain future earnings, if any, for future operations and expansion of our business and have no current plans to pay any cash dividends for
the foreseeable future. The declaration, amount and payment of any future dividends on shares of common stock will be at the sole discretion of our
Board of Directors. Our Board of Directors may take into account general and economic conditions, our financial condition, and results of operations,
our available cash and current and anticipated cash needs, capital requirements, contractual, legal, tax and regulatory restrictions, implications on the
payment of dividends by us to our stockholders or by our subsidiaries to us and such other factors as our Board of Directors may deem relevant. In
addition, our ability to pay dividends may be limited by covenants of
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any future indebtedness we or our subsidiaries incur. As a result, you may not receive any return on an investment in our common stock unless you sell
our common stock for a price greater than that which you paid for it.

If securities analysts do not publish research or reports about our business or if they downgrade our stock or our sector, our stock price and trading
volume could decline.

The trading market for our common stock relies in part on the research and reports that industry or financial analysts publish about us or our business.
We do not control these analysts. Furthermore, if one or more of the analysts who do cover us downgrades our stock or our industry, or the stock of any
of our competitors, or publish inaccurate or unfavorable research about our business, the price of our stock could decline. If one or more of these
analysts ceases coverage of the Company or fails to publish reports on us regularly, we could lose visibility in the market, which in turn could cause our
stock price or trading volume to decline.

The warrants may never have any value.

The warrants, which have an exercise price of $         per whole share of common stock, will expire five years after issuance. In the event our common
stock price does not exceed the per share exercise price of the warrants during the period when the warrants are exercisable, the warrants will not have
any value.

There is no public market for the warrants to purchase common stock being offered in this offering.

There is no established public trading market for the warrants being offered in this offering, and we do not expect a market to develop. In addition, we
do not intend to apply for listing of the warrants on any national securities exchange or other trading market. Without an active market, the liquidity of
the warrants will be limited.

Holders of our warrants will have no rights as a common stockholder until such holders exercise their warrants and acquire our common stock.

Until you acquire shares of our common stock upon exercise of your warrants, you will have no rights with respect to the shares of our common stock
underlying such warrants. Upon exercise of your warrants, you will be entitled to exercise the rights of a common stockholder only as to matters for
which the record date occurs after the exercise date.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus supplement, the accompanying prospectus, the documents incorporated by reference into this prospectus supplement and the
accompanying prospectus and any free writing prospectus that we have authorized for use in connection with this offering and therein contain forward-
looking statements that are based on our beliefs and assumptions and on information currently available to our management. Discussions containing
these forward-looking statements may be found, among other places, in this prospectus supplement, the accompanying prospectus in any free writing
prospectus we may authorize for use in connection with this offering, in the sections titled “Business,” and “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” incorporated by reference from our most recent Annual Report on Form 10-K and our subsequent
Quarterly Reports on Form 10-Q, as well as any amendments thereto reflected in subsequent filings with the SEC. Forward-looking statements include
statements regarding our intentions, beliefs, projections, outlook, analyses or current expectations concerning, among other things, our ongoing and
planned preclinical development and clinical trials, the timing of and our ability to make regulatory filings and obtain and maintain regulatory approvals
for our product candidates and any future product candidates, our intellectual property position, the degree of clinical utility of our product candidates,
particularly in specific patient populations, our ability to develop commercialize any product candidates, expectations regarding clinical trial data, our
results of operations, cash needs, spending of the net proceeds from this offering, financial condition, liquidity, prospects, growth and strategies, the
industry in which we operate and the trends that may affect the industry or us.

In some cases, you can identify forward-looking statements by terms such as “may,” “will,” “should,” “could,” “would,” “expects,” “plans,”
“anticipates,” “believes,” “estimates,” “projects,” “predicts,” “potential” and similar expressions intended to identify forward-looking statements. These
statements involve known and unknown risks, uncertainties and other factors that may cause our actual results, performance time frames or
achievements to be materially different from any future results, performance, time frames or achievements expressed or implied by the forward-looking
statements. We discuss many of these risks, uncertainties and other factors in greater detail under the section titled “Risk Factors” contained in this
prospectus supplement and in our most recent Annual Report on Form 10-K and our subsequent Quarterly Reports on Form 10-Q. Given these risks,
uncertainties and other factors, you should not place undue reliance on these forward-looking statements. Also, these forward-looking statements
represent our estimates and assumptions only as of the date such forward-looking statements are made. You should read carefully this prospectus
supplement, the accompanying prospectus and any related free writing prospectuses that we have authorized for use in connection with this offering,
together with the information incorporated herein and therein by reference as described in the section titled “Where You Can Find More Information,”
completely and with the understanding that our actual future results may be materially different from what we expect. We hereby qualify all of our
forward-looking statements 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 these forward-looking statements, even if
new information becomes available in the future.
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USE OF PROCEEDS

We estimate that we will receive net proceeds from the sale of shares of common stock, pre-funded warrants and warrants in this offering of
approximately $             million, after deducting underwriting discounts and commissions and estimated offering expenses payable by us.

We currently intend to use the net proceeds from this offering primarily for research, development and manufacturing of product candidates, and for
other general corporate purposes. Pending these uses, we expect to invest the net proceeds in short-term, interest-bearing securities.
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MARKET INFORMATION

Our common stock began trading on the Nasdaq Global Market under the symbol “APVO” on August 1, 2016. Prior to that date, there was no public
trading of our common stock. On March 5, 2019, the last reported sale price of our common stock on the Nasdaq Global Market was $1.40 per share. As
of March 1, 2019, we had 23,004,283 shares of common stock outstanding.

As of December 31, 2018, we had 254 holders of record of our common stock. The actual number of stockholders is greater than this number of record
holders, and includes stockholders who are beneficial owners, but whose shares are held in street name by brokers and other nominees. This number of
holders of record also does not include stockholders whose shares may be held in trust by other entities.

DIVIDEND POLICY

We have never declared or paid, and do not anticipate declaring, or paying in the foreseeable future, any cash dividends on our capital stock. Future
determinations as to the declaration and payment of dividends, if any, will be at the discretion of our board of directors and will depend on then existing
conditions, including our operating results, financial conditions, contractual restrictions, capital requirements, business prospects and other factors our
board of directors may deem relevant.
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CAPITALIZATION

The following table sets forth our cash, cash equivalents and short-term investments and capitalization as of September 30, 2018:
 

 •  on an actual basis; and
 

 

•  on an as adjusted basis to reflect the sale by us of                shares of common stock and accompanying warrants to
purchase                shares of common stock in this offering at the public offering price and related pre-funded warrants to purchase up to
                 shares of common stock at an exercise price of $                 per share, after deducting underwriting discounts and
commissions and estimated offering expenses payable by us and excluding the proceeds, if any, from the exercise of the warrants issued
pursuant to this offering.

The following information should be read in conjunction with the sections titled “Management’s Discussion and Analysis of Financial Condition and
Results of Operations” and financial statements and related notes in our most recent Annual Report on Form 10-K and Quarterly Report on Form 10-Q,
and with other documents incorporated by reference in this prospectus supplement and the accompanying prospectus. For more details on how you can
obtain our periodic reports and other information, see “Where You Can Find More Information” in this prospectus supplement.
 
   As of September 30, 2018  
(In thousands, except share and per share data)   Actual   As Adjusted 
Cash, cash equivalents and short-term investments   $ 37,639  $               

    

 

   

 

Long-term debt, net (including current portion of long-term debt)   $ 19,143  $   
    

 

   

 

Stockholders’ equity:    
Preferred stock, $0.001 par value, 15,000,000 shares authorized, no shares issued and outstanding, actual

and as adjusted    —    
Common stock par value $0.001 per share; 500,000,000 shares authorized, 22,677,270 shares issued and

outstanding, actual; 500,000,000 shares authorized,             shares issued and outstanding, as adjusted    23  
Additional paid-in capital    157,258  
Accumulated other comprehensive loss    (2)  
Accumulated deficit    (113,279)  

    
 

   
 

Total stockholders’ equity    44,000  
    

 
   

 

Total capitalization   $ 63,143  $   
    

 
   

 

The outstanding share information in the table above is based on 22,677,270 shares of our common stock outstanding as of September 30, 2018 and
excludes:
 

 •  3,357,533 shares of common stock issuable upon the exercise of outstanding stock options as of September 30, 2018, at a weighted-
average exercise price of $2.73 per share;

 

 •  138,726 shares of common stock issuable upon the vesting of outstanding restricted stock units as of September 30, 2018, at a
weighted-average fair value per unit of $2.98 per share; and

 

 •  2,756,100 shares of common stock reserved for future issuance under our 2018 Equity Incentive Plan as of September 30, 2018, as well
as any automatic increases in the number of shares of common stock reserved for future issuance under this benefit plan.
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DILUTION

Dilution is the amount by which the price paid by the purchasers of the shares of common stock and accompanying warrants and related per-funded
warrants sold in the offering exceeds the net tangible book value per share of common stock after the offering. Net tangible book value per share is
determined by subtracting our total liabilities from the total book value of our tangible assets and dividing the difference by the number of shares of
common stock deemed to be outstanding at that date.

Our historical net tangible book value as of September 30, 2018 was $38.2 million, or $1.70 per share.

After giving effect to the sale by us of                shares of common stock and accompanying warrants to purchase                shares of common stock in
this offering at the public offering price of $            per share and accompanying warrant and related pre-funded warrants to purchase up to                 
shares of common stock at an exercise price of $                 per share, after deducting underwriting discounts and commissions and estimated offering
expenses payable by us, our as adjusted net tangible book value as of September 30, 2018, would have been $                million, or $                per share.
This represents an immediate increase in as adjusted net tangible book value of $            per share to our existing stockholders and immediate dilution of
$             per share to new investors purchasing common stock in this offering.

The following table illustrates this dilution on a per share basis to new investors:
 
Public offering price per share     $              

Historical net tangible book value per share at September 30, 2018   $1.70   
Increase per share attributable to new investors     

    
 

  

As adjusted net tangible book value per share after giving effect to this offering     
      

 

Dilution in adjusted net tangible book value per share to new investors     $   
      

 

The outstanding share information in the table above is based on 22,677,270 shares of our common stock outstanding as of September 30, 2018 and
excludes:
 

 •  3,357,533 shares of common stock issuable upon the exercise of outstanding stock options as of September 30, 2018, at a weighted-
average exercise price of $2.73 per share;

 

 •  138,726 shares of common stock issuable upon the vesting of outstanding restricted stock units as of September 30, 2018, at a
weighted-average fair value per unit of $2.98 per share; and

 

 •  2,756,100 shares of common stock reserved for future issuance under our 2018 Equity Incentive Plan as of September 30, 2018, as well
as any automatic increases in the number of shares of common stock reserved for future issuance under this benefit plan.
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DESCRIPTION OF SECURITIES

In this offering, we are offering                 shares of common stock and warrants to purchase up to                 shares of common stock and related pre-
funded warrants to purchase up to                  shares of common stock at an exercise price of $             per share. This prospectus supplement also relates
to the offering of shares of our common stock upon the exercise, if any, of the warrants issued in this offering.

Common Stock

For a summary of the rights of our common stock, please read the information discussed under the heading “Description of Capital Stock” beginning on
page 6 of the accompanying prospectus.

Warrants

The following summary of certain terms and provisions of the warrants, including the pre-funded warrants, that are being offered hereby is not complete
and is subject to, and qualified in its entirety by, the provisions of the warrant, the form of which will be filed with the SEC by us as an exhibit to a
Current Report on Form 8-K in connection with this offering. Prospective investors should carefully review the terms and provisions of the form of the
warrant for a complete description of the terms and conditions of the warrants.

Duration and Exercise Price.    The warrants offered hereby will entitle the holders thereof to purchase up to an aggregate of                 common shares
at an initial exercise price of $            per share of common stock. The exercise price per share of the common stock purchasable upon exercise of the
pre-funded warrants is $             per share of common stock. The warrants will be immediately exercisable and will expire on the                  anniversary
of the date of issuance. The pre-funded warrants will be immediately exercisable and will expire on the                  anniversary of the date of issuance.
The warrants will be issued in certificated or book-entry form. After the exercise period, holders of the warrants will have no further rights to exercise
the warrants.

Exercisability.    The warrants will be exercisable, at the option of each holder, in whole or in part, by delivering to us a duly executed exercise notice
accompanied by payment in full for the number of our common shares purchased upon such exercise (except in the case of a cashless exercise as
discussed below). The holder will not have the right to exercise any portion of the warrant if the holder (together with its affiliates) would beneficially
own in excess of 9.99% of the number of shares of our common stock outstanding immediately after giving effect to the exercise, as such percentage
ownership is determined in accordance with the terms of the warrants, provided, at the option of the holder, that such percentage may be increased to up
to 19.99% by the holder upon 61 days’ notice. A particular holder may have a higher percentage ownership if the holder elects.

No Fractional Shares.    No fractional shares or scrip representing fractional shares shall be issued upon the exercise of the warrants. As to any fraction
of a share which the holder would otherwise be entitled to purchase upon such exercise, the number of shares of common stock to be issued shall be
rounded down to the nearest whole number.

Failure to Timely Deliver Shares.    If we fail to deliver to the holder a certificate representing shares issuable upon exercise of a warrant or to credit the
holder’s balance account with Depository Trust Company for such number of shares of common stock to which the holder is entitled upon the holder’s
exercise of the warrant, in each case, by the delivery date set forth in the warrant, and if on or after such date the holder purchases the shares of our
common stock to deliver in satisfaction of a sale by the holder of the underlying warrant shares that the holder anticipated receiving from us, then,
within two business days of receipt of the holder’s request, we, at the holder’s discretion, will either (i) pay cash to
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the holder in an amount equal to the holder’s total purchase price (including brokerage commissions and other out of pocket expenses, if any) for the
shares of common stock purchased, or the buy-in price, at which point our obligation to deliver the underlying common stock will terminate, or
(ii) promptly honor our obligation to deliver to the holder a certificate or certificates representing the underlying common stock or credit the holder’s
balance account with Depository Trust Company and pay cash to the holder in an amount equal to the excess (if any) of the buy-in price over the
product of (A) the number of shares
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of common stock purchased in the buy-in, times (B) the closing bid price of the common stock on the trading day on which both the applicable exercise
notice and payment of the exercise price by holder have been delivered.

Adjustments.    The exercise price and the number of shares of common stock purchasable upon the exercise of the warrants are subject to adjustment
upon the occurrence of specific events, including sales of additional shares of common stock, stock dividends, stock splits, reclassifications and
combinations of our common stock.

Simultaneously with any adjustment to the exercise price of the warrants, the number of warrant shares that may be purchased upon exercise of the
warrants shall be increased or decreased proportionately, so that after such adjustment the aggregate exercise price for the adjusted number of shares of
common stock underlying the warrant shall be the same as the aggregate exercise price in effect immediately prior to such adjustment (without regard to
any limitations on exercise contained herein).

If we declare or make any dividend or other distribution of our assets (or rights to acquire our assets) to holders of shares of our common stock, by way
of return of capital or otherwise (including, without limitation, any distribution of cash, stock or other securities, property, options, evidence of
indebtedness or any other assets) at any time after the issuance of the warrants, then, in each such case, the warrant holders shall be entitled to
participate in such distribution to the same extent that the holders would have participated therein if the holders had held the number of shares of
common stock acquirable upon complete exercise of the warrants.

Cashless Exercise.    In the event that a registration statement covering shares of common stock underlying the warrants is not available for either
registration of such shares of common stock underlying the warrants or the resale of such underlying shares, the holder may, in its sole discretion,
exercise the warrant in whole or in part and, in lieu of making the cash payment otherwise contemplated to be made to us upon such exercise in payment
of the aggregate exercise price, elect instead to receive upon such exercise the net number of shares of common stock determined according to the
formula set forth in the warrant.

Fundamental Transaction.    In the event of any fundamental transaction, as described in the warrants and generally including any merger with or into
another entity, sale, lease, license or other disposition of all or substantially all of our assets, tender offer or exchange offer, or reclassification of our
common shares, then upon any subsequent exercise of a warrant, the holder of the warrant will have the right to receive the same amount and kind of
securities, cash or property as the holder would have been entitled to receive upon the occurrence of such fundamental transaction if the holder had been,
immediately prior to such fundamental transaction, the holder of the number of warrant shares then issuable upon exercise in full of the warrant without
regard to any limitations on exercise contained in the warrant. If the fundamental transaction is not one in which the successor entity is a publicly traded
corporation and assumes the warrant such that the warrant is exercisable for the publicly traded common stock of such successor entity, we or any
successor entity shall, at the option of the holder of the warrant, exercisable at any time concurrently with, or within 30 days after, the consummation of
the fundamental transaction, purchase the warrant from the holder by paying to the holder an amount of cash equal to the value of the warrant as
determined in accordance with the Black Scholes option pricing model described in the warrants of the remaining unexercised portion of the warrant on
the date of the consummation of such fundamental transaction; provided, however, that, if the fundamental transaction is not within our control,
including not being approved by our Board of Directors, the holder shall only be entitled to receive from the Company or any successor entity, as of the
date of consummation of such fundamental transaction, the same type or form of consideration (and in the same proportion), at the value of the
unexercised portion of the warrant as determined in accordance with the Black Scholes option pricing model described in the warrants, that is being
offered and paid to the holders of common
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stock of the Company in connection with the fundamental transaction, whether that consideration be in the form of cash, stock or any combination
thereof, or whether the holders of common stock are given the choice to receive from among alternative forms of consideration in connection with the
fundamental transaction.

Authorized Shares.     During the period the warrants are outstanding, we will reserve from our authorized and unissued shares of common stock a
sufficient number of shares to provide for the issuance of 100% of the shares of common stock underlying the warrants upon the exercise of the
warrants.

Transferability.    Subject to applicable laws and the restriction on transfer set forth in the warrant, the warrants may be transferred at the option of the
holder upon surrender of the warrant to us together with the appropriate instruments of transfer.

Listing.    We do not intend to list the warrants on the Nasdaq Global Market, any other national securities exchange or any other nationally recognized
trading system.

Right as a Stockholder.    Holders of the warrants will not have the rights or privileges of holders of our common shares, including any voting rights,
until they exercise their warrants, with exceptions for participation in rights offerings or extraordinary distributions.

Waivers and Amendments.    Subject to certain exceptions, any term of the warrant may be amended or waived with our written consent and the written
consent of the holder.
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MATERIAL U.S. FEDERAL INCOME TAX CONSEQUENCES

The following is a general discussion of the material U.S. federal income tax considerations of the purchase, ownership and disposition of shares of our
common stock issued pursuant to this offering (the “Shares”), the purchase, exercise, disposition and lapse of warrants to purchase shares of our
common stock issued pursuant to this offering (the “Warrants”), and the purchase, ownership and disposition of shares of our common stock issuable
upon exercise of the Warrants (the “Warrant Shares”). The Shares, the Warrants and the Warrant Shares are collectively referred to herein as our
“securities.” All prospective holders of our securities should consult their tax advisors with respect to the U.S. federal, state, local and non-U.S. tax
consequences of the purchase, ownership and disposition of our securities.

This discussion is based on current provisions of the U.S. Internal Revenue Code of 1986, as amended, which we refer to as the Code, existing U.S.
Treasury Regulations promulgated thereunder, published administrative pronouncements and rulings of the U.S. Internal Revenue Service, which we
refer to as the IRS, and judicial decisions, all as in effect as of the date of this prospectus supplement. These authorities are subject to change and to
differing interpretation, possibly with retroactive effect. Any change or differing interpretation could alter the tax consequences to holders described in
this discussion. There can be no assurance that a court or the IRS will not challenge one or more of the tax consequences described herein, and we have
not obtained, nor do we intend to obtain, a ruling with respect to the U.S. federal income tax consequences to a holder of the purchase, ownership or
disposition of our securities

We assume in this discussion that a holder holds our securities as a “capital asset” within the meaning of Section 1221 of the Code (generally, for
investment). This discussion does not address all aspects of U.S. federal income taxation that may be relevant to a particular holder in light of that
holder’s individual circumstances, nor does it address any alternative minimum, Medicare contribution, estate or gift tax consequences, or any aspects of
U.S. state, local or non-U.S. taxes. This discussion also does not address consequences relevant to holders subject to special tax rules, such as holders
that own, or are deemed to own, more than 5% of our capital stock (except to the extent specifically set forth below), corporations that accumulate
earnings to avoid U.S. federal income tax, tax-exempt organizations, banks, financial institutions, insurance companies, brokers, dealers or traders in
securities, commodities or currencies, tax-qualified retirement plans, holders who hold or receive our securities pursuant to the exercise of employee
stock options or otherwise as compensation, holders holding our securities as part of a hedge, straddle or other risk reduction strategy, conversion
transaction or other integrated investment, holders deemed to sell our securities under the constructive sale provisions of the Code, holders subject to
special tax accounting rules under Section 451(b) of the Code, controlled foreign corporations, passive foreign investment companies and certain former
U.S. citizens or long-term residents.

In addition, this discussion does not address the tax treatment of partnerships (or entities or arrangements that are treated as partnerships for U.S. federal
income tax purposes) or persons that hold our securities through such partnerships. If a partnership, including any entity or arrangement treated as a
partnership for U.S. federal income tax purposes, holds our securities, the U.S. federal income tax treatment of a partner in such partnership will
generally depend upon the status of the partner and the activities of the partnership. Such partners and partnerships should consult their tax advisors
regarding the tax consequences of the purchase, ownership and disposition of our securities.

Allocation of Purchase Price

For U.S. federal income tax purposes, the purchase of Shares and Warrants in this offering by holders should be treated as an “investment unit”
consisting of one Share and a Warrant to purchase             Warrant Shares. A holder should allocate its purchase price for the Shares and Warrants
between the Shares and Warrants based on their respective relative fair market values at the time the Shares and the Warrants are issued. This allocation
of the purchase price will establish the holder’s initial tax basis for U.S. federal income tax purposes for each Share and Warrant.
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A holder’s allocation of the purchase price between the Shares and Warrants is not binding on the IRS or the courts, and no assurance can be given that
the IRS or the courts will agree with a holder’s allocation. Each holder should consult its own tax advisor regarding the allocation of the purchase price
between Shares and Warrants.

Tax Considerations Applicable to U.S. Holders

Definition of U.S. Holder

In general, a “U.S. holder” means a beneficial owner of our securities (other than a partnership or an entity or arrangement treated as a partnership for
U.S. federal income tax purposes) that is, for U.S. federal income tax purposes:
 

 •  an individual who is a citizen or resident of the United States;
 

 •  a corporation, or an entity treated as a corporation for U.S. federal income tax purposes, created or organized in the United States or
under the laws of the United States or of any state thereof or the District of Columbia;

 

 •  an estate, the income of which is subject to U.S. federal income tax regardless of its source; or
 

 
•  a trust if (a) a U.S. court can exercise primary supervision over the trust’s administration and one or more U.S. persons have the

authority to control all of the trust’s substantial decisions or (b) the trust has a valid election in effect under applicable U.S. Treasury
Regulations to be treated as a U.S. person.

Sale or Other Taxable Disposition of the Shares

Upon the sale, exchange or other taxable disposition of the Shares or Warrant Shares, a U.S. holder will generally recognize capital gain or loss equal to
the difference between the amount of cash and the fair market value of any property received upon the sale, exchange or other taxable disposition and
such U.S. holder’s adjusted tax basis in the Shares or Warrant Shares. This capital gain or loss will be long-term capital gain or loss if the U.S. holder’s
holding period in such Shares or Warrant Shares is more than one year at the time of the sale, exchange or other taxable disposition. Long-term capital
gains recognized by certain non-corporate U.S. holders, including individuals, generally will be subject to reduced rates of U.S. federal income tax. The
deductibility of capital losses is subject to certain limitations.

Sale or Other Disposition or Exercise of Warrants

Upon the sale or other disposition of a Warrant (other than by exercise), a U.S. holder will generally recognize capital gain or loss equal to the difference
between the amount realized on the sale or other disposition and the U.S. holder’s tax basis in the Warrant. This capital gain or loss will be long-term
capital gain or loss if the U.S. holder’s holding period in such Warrant is more than one year at the time of the sale or other disposition. The deductibility
of capital losses is subject to certain limitations.

A U.S. holder generally will not recognize gain or loss on the exercise of a Warrant and the related receipt of Warrant Shares (unless cash is received in
lieu of the issuance of a fractional Warrant Share). A U.S. holder’s initial tax basis in a share of our common stock received upon exercise of a Warrant
will be equal to the sum of (a) such U.S. holder’s tax basis in the Warrant plus (2) the exercise price paid by such U.S. holder on the exercise of such
Warrant. A U.S. holder’s holding period in a Warrant Share received on the exercise of a Warrant should begin on the day after the date that such
Warrant is exercised by such U.S. holder. Although there is no direct legal authority as to the U.S. federal income tax treatment of an exercise of a
warrant on a cashless basis, we intend to take the position that such exercise will not be taxable, either because the exercise is not a gain realization
event or because it qualifies as a tax-free recapitalization. In the former case, the holding period of the Warrant Share should commence on the day after
the Warrant is exercised. In the latter case, the holding period of the Warrant Share would
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include the holding period of the exercised Warrant. However, our position is not binding on the IRS, and the IRS may treat a cashless exercise of a
Warrant as a taxable exchange. U.S. holders are urged to consult their tax advisors as to the consequences of an exercise of a Warrant on a cashless basis,
including with respect to their holding period and tax basis in the Warrant Share.

Lapse of Warrants

If a U.S. holder allows a Warrant to expire unexercised, such U.S. holder will recognize a capital loss in an amount equal to such holder’s tax basis in
the Warrant. Because the term of the Warrants purchased in this offering is more than one year, the U.S. holder’s capital loss will be treated as a long-
term capital loss. The deductibility of capital losses is subject to certain limitations.

Constructive Dividends on Warrants

Under Section 305 of the Code, an adjustment to the number of Warrant Shares that will be issued on the exercise of the Warrants, or an adjustment to
the exercise price of the Warrants, may be treated as a constructive distribution to a U.S. holder of the Warrants if, and to the extent that, such adjustment
has the effect of increasing such U.S. holder’s proportionate interest in our earnings and profits as determined under U.S. federal income tax principles
or our assets, depending on the circumstances of such adjustment (for example, if such adjustment is to compensate for a distribution of cash or other
property to our shareholders).

Backup Withholding and Information Reporting

A U.S. holder may be subject to information reporting and backup withholding when such holder receives payments on our securities (including
constructive dividends) or receives proceeds from the sale or other taxable disposition of our securities. Certain U.S. holders are exempt from backup
withholding, including C corporations and certain tax-exempt organizations. A U.S. holder will be subject to backup withholding if such holder is not
otherwise exempt and such holder:
 

 •  fails to furnish the holder’s taxpayer identification number, which for an individual is ordinarily his or her social security number;
 

 •  furnishes an incorrect taxpayer identification number;
 

 •  is notified by the IRS that the holder previously failed to properly report payments of interest or dividends; or
 

 •  fails to certify under penalties of perjury that the holder has furnished a correct taxpayer identification number and that the IRS has not
notified the holder that the holder is subject to backup withholding.

Backup withholding is not an additional tax. Any amounts withheld under the backup withholding rules may be allowed as a refund or a credit against a
U.S. holder’s U.S. federal income tax liability, provided the required information is timely furnished to the IRS. U.S. holders should consult their tax
advisors regarding their qualification for an exemption from backup withholding and the procedures for obtaining such an exemption.

Tax Considerations Applicable to non-U.S. Holders

Definition of non-U.S. Holder

For purposes of this discussion, a “non-U.S. holder” is a beneficial owner of our securities that is neither a U.S. holder nor an entity treated as a
partnership for U.S. federal income tax purposes.

Exercise of Warrants

A non-U.S. holder generally will not recognize gain or loss on the exercise of a Warrant and the related receipt of Warrant Shares (unless cash is
received in lieu of the issuance of a fractional Warrant Share
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and certain other conditions are present, as discussed below under “—Gain on Sale, Exchange or Other Taxable Disposition of Our Securities”). See “—
Tax Considerations Applicable to U.S. Holders—Gain on Disposition of Common Stock or Warrants.” However, if a cashless exercise of Warrants
results in a taxable exchange, as described in “—Tax Considerations Applicable to U.S. Holders—Gain on Disposition of Common Stock or Warrants,”
the rules described below under “Gain on Sale, Exchange or Other Taxable Disposition of Our Securities” would apply.

Lapse of Warrants

If a non-U.S. holder allows a Warrant to expire unexercised, such non-U.S. holder will recognize a capital loss in an amount equal to such holder’s tax
basis in the Warrant. See “—Tax Considerations Applicable to U.S. Holders—Lapse of Warrants” above.

Constructive Dividends on the Warrants

See the discussion of the rules applicable to constructive distributions on a Warrant under the heading “—Tax Considerations Applicable to U.S. Holders
—Constructive Dividends on the Warrants” above. If an adjustment to the number of Warrant Shares that will be issued on the exercise of the Warrants,
or an adjustment to the exercise price of the Warrants, results in a constructive distribution, as described in “—Tax Considerations Applicable to U.S.
Holders—Constructive Dividends on the Warrants,” the rules described below under “—Distributions on the Shares, the Warrant Shares or the
Warrants” would apply.

Distributions on the Shares, the Warrant Shares or the Warrants

As described in the section entitled “Dividend Policy,” we do not anticipate making any cash distributions to holders of our Shares or Warrant Shares.
However, if we do make distributions (including constructive distributions as described above) on the Shares, the Warrant Shares or the Warrants, such
distributions will constitute dividends to the extent paid from our current or accumulated earnings and profits, as determined under U.S. federal income
tax principles. If a distribution exceeds our current and accumulated earnings and profits, the excess will be treated as a tax-free return of the non-U.S.
holder’s investment, up to such non-U.S. holder’s adjusted tax basis in the Shares, the Warrant Shares or the Warrants, as applicable. Any remaining
excess will be treated as capital gain from the sale or exchange of such Shares, Warrant Shares or Warrants, subject to the tax treatment described below
in “—Gain on Sale, Exchange or Other Taxable Disposition of Our Securities.”

Dividends paid to a non-U.S. holder will generally be subject to withholding of U.S. federal income tax at a 30% rate of the gross amount of the
dividend or such lower rate as may be specified by an applicable income tax treaty between the United States and such non-U.S. holder’s country of
residence for purposes of such treaty.

Dividends that are treated as effectively connected with a trade or business conducted by a non-U.S. holder within the United States and, if an applicable
income tax treaty so provides, that are attributable to a permanent establishment or a fixed base maintained by the non-U.S. holder within the United
States, are generally exempt from the 30% withholding tax if the non-U.S. holder satisfies applicable certification and disclosure requirements.
However, such U.S. effectively connected income, net of specified deductions and credits, is taxed at the same graduated U.S. federal income tax rates
applicable to U.S. persons (as defined in the Code). Any U.S. effectively connected income received by a non-U.S. holder that is a corporation may also,
under certain circumstances, be subject to an additional “branch profits tax” at a 30% rate or such lower rate as may be specified by an applicable
income tax treaty between the United States and such non-U.S. holder’s country of residence for purposes of such treaty.

To claim a reduction or exemption from withholding, a non-U.S. holder generally will be required to provide (a) a properly executed IRS Form
W-8BEN or IRS Form W-8BEN-E (or successor form) and
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satisfy applicable certification and other requirements to claim the benefit of an applicable income tax treaty between the United States and such
non-U.S. holder’s country of residence, or (b) a properly executed IRS Form W-8ECI stating that dividends are not subject to withholding because they
are effectively connected with such non-U.S. holder’s conduct of a trade or business within the United States. Non-U.S. holders are urged to consult
their tax advisors regarding their entitlement to benefits under a relevant income tax treaty.

A non-U.S. holder that is eligible for a reduced rate of U.S. withholding tax under an income tax treaty may obtain a refund or credit of any excess
amounts withheld by timely filing an appropriate claim for refund with the IRS.

Distributions will also be subject to the discussion below under the headings “—Backup Withholding and Information Reporting” and “—Foreign
Accounts.”

Dividend Equivalents

Section 871(m) of the Code treats as dividends from sources within the United States, and therefore subject to withholding of U.S. federal income tax at
a 30% rate (or such lower applicable treaty rate) certain payments or deemed payments on certain financial instruments to the extent that such payments
or deemed payments are contingent upon or determined by reference to U.S.-source dividends. Under U.S. Treasury Regulations promulgated under
Section 871(m), certain payments or deemed payments to
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non-U.S. holders with respect to certain equity-linked instruments that reference U.S. stocks may be treated as dividend equivalents. Under these
regulations, withholding may be required even in the absence of any actual dividend related payment or adjustment made pursuant to the terms of the
instrument. Under IRS and U.S. Treasury guidance Section 871(m) will apply only to “delta-one” instruments issued prior to 2021. A “delta one”
instrument is one in which the ratio of the change in the fair market value of the instrument to the change in the fair market value of the property
referenced by the contract is equal to 1.00. We do not believe that the Warrants are delta one instruments. Accordingly, non-U.S. holders of the Warrants
should not be subject to tax under Section 871(m). Non-U.S. holders should consult with their tax advisors regarding the application of Section 871(m)
and the regulations thereunder in respect of their acquisition and ownership of the Warrants.

Gain on Sale, Exchange or Other Taxable Disposition of Our Securities

Subject to the discussion below under the headings “—Backup Withholding and Information Reporting” and “—Foreign Accounts,” in general, a
non-U.S. holder will not be subject to any U.S. federal income tax on any gain realized upon such non-U.S. holder’s sale, exchange or other taxable
disposition of our securities unless:
 

 

•  the gain is effectively connected with a U.S. trade or business of the non-U.S. holder and, if an applicable income tax treaty so provides,
is attributable to a permanent establishment or a fixed base maintained in the United States by such non-U.S. holder, in which case the
non-U.S. holder generally will be taxed at the graduated U.S. federal income tax rates applicable to U.S. persons (as defined in the
Code) and, if the non-U.S. holder is a foreign corporation, the branch profits tax described above in “—Distributions on the Shares, the
Warrant Shares or the Warrants” also may apply;

 

 

•  the non-U.S. holder is a nonresident alien individual who is present in the United States for 183 days or more in the taxable year of the
disposition and certain other conditions are met, in which case the non-U.S. holder will be subject to a 30% U.S. federal income tax (or
such lower rate as may be specified by an applicable income tax treaty) on the net gain derived from the disposition, which may be
offset by U.S. source capital losses of the non-U.S. holder, if any (even though the individual is not considered a resident of the United
States); or

 

 

•  we are, or have been, at any time during the five-year period preceding such disposition (or the non-U.S. holder’s holding period, if
shorter) a “U.S. real property holding corporation” in which case such non-U.S. holder generally will be taxed on its net gain derived
from the disposition at the graduated U.S. federal income tax rates applicable to U.S. persons (as defined in the Code) and may be
subject to withholding at a rate of 15%. Generally, a corporation is a U.S. real property holding corporation only if the fair market value
of its U.S. real property interests equals or exceeds 50% of the sum of the fair market value of its worldwide real property interests plus
its other assets used or held for use in a trade or business. Although there can be no assurance, we do not believe that we are, or have
been, a U.S. real property holding corporation, or that we are likely to become one in the future. Even if we are or become a U.S. real
property holding corporation, provided that our common stock is regularly traded, as defined by applicable U.S. Treasury Regulations,
on an established securities market, the Shares and the Warrant Shares will be treated as a U.S. real property interest only with respect
to a non-U.S. holder that holds more than 5% of our outstanding common stock, directly or indirectly, actually or constructively, during
the shorter of the 5-year period ending on the date of the disposition or the period that the non-U.S. holder held the Shares or Warrant
Shares, as applicable. There can be no assurance that our common stock will continue to qualify as regularly traded on an established
securities market. Disposition by a non-U.S. holder of our Warrants (that are not expected to be regularly traded on an established
securities market) may also be eligible for an exemption from withholding even if we are treated as a U.S. real property holding
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corporation, if on the date such Warrants were acquired by such non-U.S. holder such holdings had a fair market value no greater than
the fair market value on that date of 5% of our regularly-traded common stock, provided that, if a non-U.S. holder holding our
not-regularly-traded Warrants subsequently acquires additional Warrants, then such interests would be aggregated and valued as of the
date of the subsequent acquisition to apply this 5% limitation.

Backup Withholding and Information Reporting

We must report annually to the IRS and to each non-U.S. holder the gross amount of the dividends on our securities paid to such non-U.S. holder and the
tax withheld, if any, with respect to such dividends. Non-U.S. holders will have to comply with specific certification procedures to establish that the
holder is not a U.S. person (as defined in the Code) in order to avoid backup withholding at the applicable rate with respect to any dividends on our
securities. A non-U.S. holder generally will not be subject to U.S. backup withholding with respect to payments of dividends on our securities if it
certifies its non-U.S. status by providing a valid IRS Form W-8BEN or IRS Form W-8BEN-E (or successor form) or IRS Form W-8ECI, or otherwise
establishes an exemption; provided we do not have actual knowledge or reason to know such non-U.S. holder is a U.S. person, as defined in the Code.
Dividends paid to non-U.S. holders subject to the U.S. withholding tax, as described above in “—Distributions on the Shares, the Warrant Shares or the
Warrants,” generally will be exempt from U.S. backup withholding.

Information reporting and backup withholding will generally apply to the proceeds of a disposition of our securities by a non-U.S. holder effected by or
through the U.S. office of any broker, U.S. or foreign, unless the holder certifies its status as a non-U.S. holder and satisfies certain other requirements,
or otherwise establishes an exemption. Generally, information reporting and backup withholding will not apply to a payment of disposition proceeds to a
non-U.S. holder where the transaction is effected outside the United States through a non-U.S. office of a broker. However, for information reporting
purposes, dispositions effected through a non-U.S. office of a broker with substantial U.S. ownership or operations generally will be treated in a manner
similar to dispositions effected through a U.S. office of a broker. Non-U.S. holders should consult their tax advisors regarding the application of the
information reporting and backup withholding rules to them.

Copies of information returns may be made available to the tax authorities of the country in which the non-U.S. holder resides or is established under the
provisions of a specific treaty or agreement.

Backup withholding is not an additional tax. Any amounts withheld under the backup withholding rules from a payment to a non-U.S. holder may be
allowed as a credit against the non-U.S. holder’s U.S. federal income tax liability, if any, and may entitle such holder to a refund, provided that the
required information is timely furnished to the IRS.

Foreign Accounts

The Code generally imposes a U.S. federal withholding tax of 30% on dividends and, subject to the discussion below regarding proposed regulations
recently issued by the U.S. Treasury Department, the gross proceeds of a disposition of our securities paid to a “foreign financial institution” (as defined
in the Code), unless such institution enters into an agreement with the U.S. government to, among other things, withhold on certain payments and to
collect and provide to the U.S. tax authorities substantial information regarding accounts held by certain “specific United States persons” or “United
States-owned foreign entities” (each as defined in the Code), or otherwise qualifies for an exemption from these rules. A U.S. federal withholding tax of
30% also applies to dividends and, subject to the discussion below regarding proposed regulations recently issued by the U.S. Treasury Department, will
apply to the gross proceeds of a disposition of our securities paid to a “non-financial foreign entity” (as defined in the Code), unless such entity provides
the
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withholding agent with either a certification that it does not have any substantial “United States owners” (as defined in the Code) provides information
regarding each substantial United States owners of the entity, or otherwise qualifies for an exemption from these rules. Under certain circumstances, a
non-U.S. holder might be eligible for refunds or credits of such taxes. An intergovernmental agreement between the United States and an applicable
foreign country may modify the requirements described in this paragraph.

The withholding provisions described above currently apply to dividends paid on our securities. The U.S. Treasury Department recently released
proposed regulations which, if finalized in their present form, would eliminate the U.S. federal withholding tax of 30% applicable to the gross proceeds
of a sale or other disposition of our securities. In its preamble to such proposed regulations, the U.S. Treasury Department stated that taxpayers may
generally rely on the proposed regulations until final regulations are issued.

EACH PROSPECTIVE INVESTOR SHOULD CONSULT ITS TAX ADVISOR REGARDING THE PARTICULAR U.S. FEDERAL, STATE AND
LOCAL AND NON-U.S. TAX CONSEQUENCES OF PURCHASING, HOLDING AND DISPOSING OF OUR SECURITIES, INCLUDING THE
CONSEQUENCES OF ANY PROPOSED CHANGE IN APPLICABLE LAWS.
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UNDERWRITING
We are offering the shares of common stock and warrants, including the pre-funded warrants, described in this prospectus through Piper Jaffray & Co. as
underwriter. Subject to the terms and conditions of the underwriting agreement, we have agreed to sell to the underwriter, and the underwriter has agreed
to purchase from us,              shares of common stock, pre-funded warrants to purchase up to              shares of common stock and warrants to purchase
up to              shares of common stock.

Subject to the terms and conditions set forth in the underwriting agreement, the underwriter is committed to purchase all the shares of common stock,
pre-funded warrants and warrants offered by us if it purchases any shares of common stock, pre-funded warrants and warrants.

We have agreed to indemnify the underwriters against certain liabilities, including liabilities under the Securities Act, relating to losses or claims
resulting from material misstatements in or omissions from this prospectus supplement, the registration statement of which this prospectus is a part,
certain free writing prospectuses that may be used in the offering and in any marketing materials used in connection with this offering and to contribute
to payments the underwriters may be required to make in respect of those liabilities.

The underwriters are offering the shares of common stock, warrants and pre-funded warrants, subject to prior sale, when, as and if issued to and
accepted by them, subject to approval of legal matters by their counsel, including the validity of the shares of common stock, warrants and pre-funded
warrants, and other conditions contained in the underwriting agreement, such as the receipt by the underwriters of officers’ certificates and legal
opinions. The underwriters reserve the right to withdraw, cancel or modify offers to the public and to reject orders in whole or in part.

Commissions and Discounts

The underwriters have advised us that they propose initially to offer the shares of common stock, warrants and pre-funded warrants to the public at the
public offering price set forth on the cover page of this prospectus and to dealers at that price less a concession not in excess of a combined $            per
share of common stock and related warrants and less a concession not in excess of $             per pre-funded warrant and related warrant. After the initial
offering, the public offering price, concession or any other term of this offering may be changed.
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Each share of common stock is being offered together with a warrant to purchase one share of our common stock and each pre-funded warrant is being
offered together with a warrant to purchase one share of our common stock. The shares of common stock, warrants and pre-funded warrants will be
issued separately and no CUSIP number will be issued for any unit of common stock, warrants and/or pre-funded warrants. There is no market through
which the warrants or pre-funded warrants may be sold and purchasers may not be able to resell the warrants or pre-funded warrants purchased under
this prospectus. The underwriter has advised us that it currently intends to make a market in the common stock. However, the underwriter is not
obligated to do so and may discontinue market-making activities at any time without notice. No assurance can be given as to the liquidity of the trading
market for the common stock.

The underwriting fee per share of common stock and related warrant is equal to the public offering price per share of common stock and related warrant,
less the amount paid by the underwriter to us per share of common stock and related warrant and the underwriting fee per pre-funded warrant and
related warrant is equal to the public offering price per pre-funded warrant and related warrant, less the amount paid by the underwriter to us per pre-
funded warrant and related warrant. The following table shows the per share, per warrant and per pre-funded warrant underwriting discounts and
commissions and the total underwriting discounts and commissions to be paid to the underwriter in connection with this offering.
 

   Per Share    Per Warrant    
Per Pre-Funded

Warrant    Total  
Public offering price   $     $     $     $   
Underwriting discounts and

commissions paid by us   $     $     $     $   
Proceeds to us, before expenses   $                    $                    $                     $                  

We are offering to those purchasers, whose purchase of shares of common stock in this offering would result in the purchaser, together with its affiliates
and certain related parties, beneficially owning more than 9.9% of our outstanding common stock following the consummation of this offering, the
opportunity to purchase, in lieu of the shares of our common stock that would result in ownership in excess of 9.9%, pre-funded warrants to purchase up
to                  shares of our common stock. Each pre-funded warrant will have an exercise price of $            . The purchase price for each such pre-funded
warrant would equal the per share public offering price for the common stock in this offering less the $             per share exercise price of each such pre-
funded warrant.

The estimated offering expenses payable by us, exclusive of the underwriting discounts and commissions, are approximately $            . Additionally, we
have agreed to reimburse the underwriters for certain of their expenses in an amount not to exceed $175,000.00.

Our common stock is listed on the Nasdaq Global Market under the trading symbol “APVO.”

No Sales of Similar Securities

We and each of our directors, executive officers and certain stockholders have agreed that we and they will not, without the prior written consent of
Piper Jaffray, subject to certain limited exceptions, directly or indirectly:
 

 •  offer, pledge, announce the intention to sell, sell, contract to sell, sell any option or contract to purchase, purchase any option or contract
to sell, grant any option, right or warrant to purchase, make any short sale or otherwise transfer or dispose of, directly or indirectly, any

 
S-62



Table of Contents

 

shares of common stock or any securities convertible into, exercisable or exchangeable for or that represent the right to receive common
stock (including without limitation, common stock which may be deemed to be beneficially owned by the holder in accordance with the
rules and regulations of the SEC and securities which may be issued upon exercise of a stock option or warrant) whether now owned or
hereafter acquired;

 

 •  enter into any swap or other agreement that transfers, in whole or in part, any of the economic consequences of ownership of the
holder’s securities;

 

 
•  make any demand for or exercise any right with respect to, the registration of any common stock or any security convertible into or

exercisable or exchangeable for common stock in each case that would require us to file a registration statement within the next 90 days
of the date of the lock-up agreement; or

 

 •  publicly disclose the intention to do any of the foregoing,

for the period of 90 days, respectively, after the public offering date set forth in this prospectus supplement. However, in the case of our directors,
executive officers and stockholders subject to the 90-day restricted period, these restrictions will not apply to transfers of our common stock or any
security convertible into or exercisable for our common stock: (i) as a bona fide gift or gifts made by the holder, (ii) to any trust for the direct or indirect
benefit of the holder or the holder’s immediate family, (iii) if the undersigned is a corporation, partnership limited liability company, trust or other
business entity (1) transfers to another corporation, partnership, limited liability company, trust or other business entity that is a direct or indirect affiliate
(as defined in Rule 405 promulgated under the Securities Act) of the undersigned or (2) distributions of shares of common stock or any security
convertible into or exercisable for common stock to limited partners, limited liability company members or stockholders of the undersigned, (iv) if the
undersigned is a trust, transfers pursuant to the beneficiary of such trust, (v) transfers by testate succession or intestate succession or (vi) pursuant to the
underwriting agreement;
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provided, in the case of clauses (i)–(v), that (x) such transfers do not involve a disposition for value, (y) the transferee agrees in writing to be bound to
the 90-day restricted period for subsequent transfers, and (z) no filing by any party under Section 16(a) of the Exchange Act is required or shall be made
voluntarily in connection with such transfer during the 90-day restricted period.

Piper Jaffray may, in its sole discretion and at any time or from time to time before the termination of the applicable restricted period, release all or any
portion of the securities subject to lock-up agreements. There are no existing agreements between the underwriters and any of our stockholders who will
execute a lock-up agreement providing consent to the sale of shares prior to the expiration of the applicable restricted period.

Price Stabilization and Short Positions

Until the distribution of the shares and accompanying warrants is completed, SEC rules may limit the underwriters and selling group members from
bidding for and purchasing shares of our common stock and accompanying warrants. However, the underwriters may engage in transactions that
stabilize the price of our common stock, such as bids or purchases to peg, fix or maintain that price.

In connection with this offering, the underwriters may purchase and sell shares of our common stock in the open market. These transactions may include
short sales, purchases on the open market to cover positions created by short sales and stabilizing transactions. Short sales involve the sale by the
underwriters of a greater number of shares than they are required to purchase in this offering. The underwriters may close out any short position by
purchasing shares in the open market. Stabilizing transactions consist of various bids for or purchases of shares of our common stock made by the
underwriters in the open market prior to the closing of this offering.

Similar to other purchase transactions, the underwriters’ purchase to cover their short sales may have the effect of raising or maintaining the market
price of our common stock or preventing or retarding a decline in the market price of our common stock. As a result, the price of our common stock may
be higher than the price that might otherwise exist in the open market. The underwriters may conduct these transactions on Nasdaq, in the
over-the-counter market or otherwise.

Neither we nor the underwriters make any representation or prediction as to the direction or magnitude of any effect that the transactions described
above may have on the price of our common stock. In addition, neither we nor the underwriters make any representation that the underwriters will
engage in these transactions or that these transactions, once commenced, will not be discontinued without notice.

Electronic Offer, Sale and Distributions of Shares and Warrants

In connection with this offering, the underwriters or securities dealers may distribute prospectuses by electronic means, such as e-mail. In addition, the
underwriters may facilitate Internet distribution for this offering to certain of their Internet subscription customers. The underwriters may allocate a
limited number of shares and accompanying warrants for sale to their online brokerage customers. An electronic prospectus is available on the Internet
websites maintained by the underwriters. Other than the
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prospectus in electronic format, the information on the websites of any such underwriters is not part of this prospectus.

Other Relationships

The underwriters and their affiliates are full service financial institutions engaged in various activities, which may include securities trading, commercial
and investment banking, financial advisory, investment management, investment research, principal investment, hedging, financing and brokerage
activities. The underwriters and their affiliates have engaged in, and may in the future engage in, investment banking and other commercial dealings in
the ordinary course of business with us or our affiliates. They have received, or may in the future receive, customary fees and commissions for these
transactions.

In the ordinary course of their various business activities, the underwriters and their affiliates may make or hold a broad array of investments and
actively trade debt and equity securities (or related derivative securities) and financial instruments (including bank loans) for their own account and for
the accounts of their customers, and such investment and securities activities may involve securities and/or instruments of the issuer. The underwriters
and their affiliates may also make investment recommendations and/or publish or express independent research views in respect of such securities or
instruments and may at any time hold, or recommend to clients that they acquire, long and/or short positions in such securities and instruments.

Selling Restrictions

Notice to Canadian Residents

Resale Restrictions

The distribution of the shares of common stock in Canada is being made only in the provinces of Ontario, Quebec, Alberta and British Columbia on a
private placement basis exempt from the requirement that we prepare and file a prospectus with the securities regulatory authorities in each province
where trades of these securities are made. Any resale of the shares of common stock in Canada must be made under applicable securities laws which
may vary depending on the relevant jurisdiction, and which may require resales to be made under available statutory exemptions or under a
discretionary exemption granted by the applicable Canadian securities regulatory authority. Purchasers are advised to seek legal advice prior to any
resale of the securities.

Representations of Canadian Purchasers

By purchasing the shares of common stock in Canada and accepting delivery of a purchase confirmation, a purchaser is representing to us, the selling
stockholders and the dealer from whom the purchase confirmation is received that:
 

 
•  the purchaser is entitled under applicable provincial securities laws to purchase the shares of common stock without the benefit of a

prospectus qualified under those securities laws as it is an “accredited investor” as defined under National Instrument
45-106—Prospectus Exemptions,

 

 •  the purchaser is a “permitted client” as defined in National Instrument 31-103—Registration Requirements, Exemptions and Ongoing
Registrant Obligations,

 

 •  where required by law, the purchaser is purchasing as principal and not as agent, and
 

 •  the purchaser has reviewed the text above under Resale Restrictions.

Conflicts of Interest

Canadian purchasers are hereby notified that the underwriters are relying on the exemption set out in section 3A.3 or 3A.4, if applicable, of National
Instrument 33-105—Underwriting Conflicts from having to provide certain conflict of interest disclosure in this document.
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Statutory Rights of Action

Securities legislation in certain provinces or territories of Canada may provide a purchaser with remedies for rescission or damages if the offering
memorandum (including any amendment thereto) such as this document contains a misrepresentation, provided that the remedies for rescission or
damages are exercised by the purchaser within the time limit prescribed by the securities legislation of the purchaser’s province or territory. The
purchaser of these securities in Canada should refer to any applicable provisions of the securities legislation of the purchaser’s province or territory for
particulars of these rights or consult with a legal advisor.

Enforcement of Legal Rights

All of our directors and officers as well as the experts named herein may be located outside of Canada and, as a result, it may not be possible for
Canadian purchasers to effect service of process within Canada upon us or those persons. All or a substantial portion of our assets and the assets of those
persons may be located outside of Canada and, as a result, it may not be possible to satisfy a judgment against us or those persons in Canada or to
enforce a judgment obtained in Canadian courts against us or those persons outside of Canada.

Taxation and Eligibility for Investment

Canadian purchasers of the shares of common stock should consult their own legal and tax advisors with respect to the tax consequences of an
investment in the shares of common stock in their particular circumstances and about the eligibility of the shares of common stock for investment by the
purchaser under relevant Canadian legislation.

Notice to Investors in the European Economic Area

In relation to each Member State of the European Economic Area which has implemented the Prospectus Directive (each, a Relevant Member State) an
offer to the public of any shares of our common stock has not been made and may not be made in that Relevant Member State prior to the publication of
a prospectus in relation to the shares of our common stock which has been approved by the competent authority in that Relevant Member State or, where
appropriate, approved in another Relevant Member State and notified to the competent authority in that Relevant Member State, all in accordance with
the Prospectus Directive, except that an offer to the public in that Relevant Member State of any shares of our common stock may be made at any time
under the following exemptions under the Prospectus Directive, if they have been implemented in that Relevant Member State:
 

(a) to any legal entity which is a qualified investor as defined in the Prospectus Directive;
 

(b) to fewer than 100, or, if the Relevant Member State has implemented the relevant provision of the 2010 PD Amending Directive, 150 natural or
legal persons (other than qualified investors as defined in the Prospectus Directive), as permitted under the Prospectus Directive, subject to
obtaining the prior consent of the underwriters for any such offer; or

 

(c) in any other circumstances falling within Article 3(2) of the Prospectus Directive,

provided that no such offer of shares of our common stock shall result in a requirement for the publication by us or the underwriters of a prospectus
pursuant to Article 3 of the Prospectus Directive or a supplemental prospectus pursuant to Article 16 of the Prospectus Directive or any measure
implementing the Prospectus Directive in a Relevant Member State and each person who initially acquires any shares of our common stock or to whom
any offer is made will be deemed to have represented, acknowledged and agreed with the underwriters and us that it is a qualified investor within the
meaning of the law of the Relevant Member State implementing Article 2(1)(e) of the Prospectus Directive or any measure implementing the Prospectus
Directive in any Relevant Member State.
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For the purposes of this provision, the expression an “offer to the public” in relation to any shares of our common stock in any Relevant Member State
means the communication in any form and by any means of sufficient information on the terms of the offer and any shares of our common stock to be
offered so as to enable an investor to decide to purchase any shares of our common stock, as the same may be varied in that Member State by any
measure implementing the Prospectus Directive in that Member State. The expression “Prospectus Directive” means Directive 2003/71/EC (and
amendments thereto, including the 2010 PD Amending Directive, to the extent implemented in the Relevant Member State), and includes any relevant
implementing measure in the Relevant Member State, and the expression “2010 PD Amending Directive” means Directive 2010/73/EU.

In the case of any shares of our common stock being offered to a financial intermediary as that term is used in Article 3(2) of the Prospectus Directive,
such financial intermediary will also be deemed to have represented, acknowledged and agreed that the shares of our common stock acquired by it in the
offer have not been acquired on a non-discretionary basis on behalf of, nor have they been acquired with a view to their offer or resale to persons in
circumstances which may give rise to an offer of any shares of our common stock to the public other than their offer or resale in a Relevant Member
State to qualified investors as so defined or in circumstances in which the prior consent of the underwriters have been obtained to each such proposed
offer or resale. We, the underwriters and their affiliates, and others will rely upon the truth and accuracy of the foregoing representations,
acknowledgements and agreements. Notwithstanding the above, a person who is not a qualified investor and who has notified the underwriters of such
fact in writing may, with the prior consent of the underwriters, be permitted to acquire shares of our common stock in the offer.

Notice to Investors in the United Kingdom

The underwriters:
 

 

•  have only communicated or caused to be communicated and will only communicate or cause to be communicated any invitation or
inducement to engage in investment activity (within the meaning of section 21 of Financial Services and Markets Act 2000, as
amended, or the FSMA) in connection with the sale or issue of common stock in circumstances in which section 21 of FSMA does not
apply to such underwriter; and

 

 •  have complied with, and will comply with all applicable provisions of FSMA with respect to anything done by it in relation to the
shares of common stock in, from, or otherwise involving the United Kingdom.

This prospectus is directed solely at persons (i) who are outside the United Kingdom or (ii) in the United Kingdom, who: (A) have professional
experience in matters relating to investments and who fall within the definition of “investment professionals” in Article 19(5) of the Financial Services
and Markets Act (Financial Promotion) Order 2005, or the Order, (B) are high net worth entities and other persons falling within Article 49(2)(a) to
(d) of the Order (all such persons together being referred to as “relevant persons”). Accordingly, by accepting delivery of this prospectus, the recipient
warrants and acknowledges that it is such a relevant person.

This prospectus must not be acted on or relied on by persons who are not relevant persons. Any investment or investment activity to which this
prospectus relates is available only to relevant persons and will be engaged in with relevant persons only.

Notice to Investors in Switzerland

This document is not intended to constitute an offer or solicitation to purchase or invest in the shares described herein. The shares may not be publicly
offered, sold or advertised, directly or indirectly, in, into or from Switzerland and will not be listed on the SIX Swiss Exchange or on any other exchange
or
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regulated trading facility in Switzerland. Neither this document nor any other offering or marketing material relating to the shares constitutes a
prospectus as such term is understood pursuant to article 652a or article 1156 of the Swiss Code of Obligations or a listing prospectus within the
meaning of the listing rules of the SIX Swiss Exchange or any other regulated trading facility in Switzerland, and neither this document nor any other
offering or marketing material relating to the shares may be publicly distributed or otherwise made publicly available in Switzerland.

Neither this document nor any other offering or marketing material relating to the offering, nor the Company nor the shares have been or will be filed
with or approved by any Swiss regulatory authority. The shares are not subject to the supervision by any Swiss regulatory authority, e.g., the Swiss
Financial Markets Supervisory Authority FINMA, or FINMA, and investors in the shares will not benefit from protection or supervision by such
authority.

Notice to Investors in Australia

This prospectus is not a disclosure document for the purposes of Australia’s Corporations Act 2001 (Cth) of Australia, or Corporations Act, has not been
lodged with the Australian Securities & Investments Commission and is only directed to the categories of exempt persons set out below. Accordingly, if
you receive this prospectus in Australia:

You confirm and warrant that you are either:
 

 •  a “sophisticated investor” under section 708(8)(a) or (b) of the Corporations Act;
 

 
•  a “sophisticated investor” under section 708(8)(c) or (d) of the Corporations Act and that you have provided an accountant’s certificate

to the company which complies with the requirements of section 708(8)(c)(i) or (ii) of the Corporations Act and related regulations
before the offer has been made; or

 

 •  a “professional investor” within the meaning of section 708(11)(a) or (b) of the Corporations Act.

To the extent that you are unable to confirm or warrant that you are an exempt sophisticated investor or professional investor under the Corporations Act
any offer made to you under this prospectus is void and incapable of acceptance.

You warrant and agree that you will not offer any of the shares issued to you pursuant to this prospectus for resale in Australia within 12 months of those
securities being issued unless any such resale offer is exempt from the requirement to issue a disclosure document under section 708 of the Corporations
Act.

Notice to Investors in Hong Kong

No securities have been offered or sold, and no securities may be offered or sold, in Hong Kong, by means of any document, other than to persons
whose ordinary business is to buy or sell shares or debentures, whether as principal or agent; or to “professional investors” as defined in the Securities
and Futures Ordinance (Cap. 571) of Hong Kong and any rules made under that Ordinance; or in other circumstances which do not result in the
document being a “prospectus” as defined in the Companies Ordinance (Cap. 32) of Hong Kong or which do not constitute an offer to the public within
the meaning of the Companies Ordinance (Cap. 32) of Hong Kong. No document, invitation or advertisement relating to the securities has been issued
or may be issued or may be in the possession of any person for the purpose of issue (in each case whether in Hong Kong or elsewhere), which is directed
at, or the contents of which are likely to be accessed or read by, the public of Hong Kong (except if permitted under the securities laws of Hong Kong)
other than with respect to securities which are or are intended to be disposed of only to persons outside Hong Kong or only to “professional investors” as
defined in the Securities and Futures Ordinance (Cap. 571) of Hong Kong and any rules made under that Ordinance.
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This prospectus has not been registered with the Registrar of Companies in Hong Kong. Accordingly, this prospectus may not be issued, circulated or
distributed in Hong Kong, and the securities may not be offered for subscription to members of the public in Hong Kong. Each person acquiring the
securities will be required, and is deemed by the acquisition of the securities, to confirm that he is aware of the restriction on offers of the securities
described in this prospectus and the relevant offering documents and that he is not acquiring, and has not been offered any securities in circumstances
that contravene any such restrictions.

Notice to Investors in Singapore

This prospectus has not been and will not be lodged or registered with the Monetary Authority of Singapore. Accordingly, this prospectus and any other
document or material in connection with the offer or sale, or the invitation for subscription or purchase of the securities may not be issued, circulated or
distributed, nor may the securities be offered or sold, or be made the subject of an invitation for subscription or purchase, whether directly or indirectly,
to the public or any member of the public in Singapore other than (i) to an institutional investor under Section 274 of the Securities and Futures Act,
Chapter 289 of Singapore, or the SFA, (ii) to a relevant person as defined under Section 275(2), or any person pursuant to Section 275(1A) of the SFA,
and in accordance with the conditions, specified in Section 275 of the SFA, or (iii) otherwise pursuant to, and in accordance with the conditions of any
other applicable provision of the SFA.

Where the securities are subscribed or purchased under Section 275 of the SFA by a relevant person which is:
 

 •  a corporation (which is not an accredited investor as defined under Section 4A of the SFA) the sole business of which is to hold
investments and the entire share capital of which is owned by one or more individuals, each of whom is an accredited investor; or

 

 •  a trust (where the trustee is not an accredited investor) whose sole purpose is to hold investments and each beneficiary is an accredited
investor,

shares, debentures and units of shares and debentures of that corporation or the beneficiaries’ rights and interest in that trust shall not be transferable for
six months after that corporation or that trust has acquired the Offer Shares under Section 275 of the SFA except:
 

 

•  to an institutional investor under Section 274 of the SFA or to a relevant person defined in Section 275(2) of the SFA, or to any person
pursuant to an offer that is made on terms that such shares, debentures and units of shares and debentures of that corporation or such
rights and interest in that trust are acquired at a consideration of not less than $200,000 (or its equivalent in a foreign currency) for each
transaction, whether such amount is to be paid for in cash or by exchange of securities or other assets, and further for corporations, in
accordance with the conditions, specified in Section 275 of the SFA;

 

 •  where no consideration is given for the transfer; or
 

 •  where the transfer is by operation of law.

Notice to Investors in Japan

The offering has not been and will not be registered under the Financial Instruments and Exchange Law of Japan (Law No. 25 of 1948 of Japan, as
amended), or FIEL, and the underwriters will not offer or sell any securities, directly or indirectly, in Japan or to, or for the benefit of, any resident of
Japan (which term as used herein means any person resident in Japan, including any corporation or other entity organized under the laws of Japan), or to
others for re-offering or resale, directly or indirectly, in Japan or to, or for the benefit of, any resident of Japan, except pursuant to an exemption from the
registration requirements of, and otherwise in compliance with, the FIEL and any other applicable laws, regulations and ministerial guidelines of Japan.
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Notice to Investors in Israel

This document does not constitute a prospectus under the Israeli Securities Law, 5728-1968, or the Securities Law, and has not been filed with or
approved by the Israel Securities Authority. In the State of Israel, this document is being distributed only to, and is directed only at, and any offer of the
shares is directed only at, investors listed in the first addendum, or the Addendum, to the Israeli Securities Law, consisting primarily of joint investment
in trust funds, provident funds, insurance companies, banks, portfolio managers, investment advisors, members of the Tel Aviv Stock Exchange,
underwriters, venture capital funds, entities with equity in excess of NIS 50 million and “qualified individuals”, each as defined in the Addendum (as it
may be amended from time to time), collectively referred to as qualified investors (in each case purchasing for their own account or, where permitted
under the Addendum, for the accounts of their clients who are investors listed in the Addendum). Qualified investors will be required to submit written
confirmation that they fall within the scope of the Addendum, are aware of the meaning of same and agree to it.
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LEGAL MATTERS

Cooley LLP, Seattle, Washington will pass upon the validity of the shares of common stock and accompanying warrants offered hereby. Latham &
Watkins LLP, Chicago, Illinois, is representing the underwriters in connection with the offering.

EXPERTS

The consolidated financial statements of Aptevo Therapeutics Inc. appearing in our Annual Report (Form 10-K) for the year ended December 31, 2017,
have been audited by Ernst & Young LLP, independent registered public accounting firm, as set forth in its report thereon included therein, and
incorporated herein by reference. Such consolidated financial statements are incorporated herein by reference in reliance upon such report given on the
authority of such firm as experts in accounting and auditing.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and other reports, proxy statements and other information with the SEC. Our SEC filings are available to the public over the
Internet at the SEC’s website at http://www.sec.gov. The SEC also maintains an Internet website that contains reports, proxy and information statements,
and other information about issuers, like us, that file electronically with the SEC. The address of that website is www.sec.gov.

Our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q and Current Reports on Form 8-K, including any amendments to those reports, and
other information that we file with or furnish to the SEC pursuant to Section 13(a) or 15(d) of the Exchange Act can also be accessed free of charge on
the Investor section of our website, which is located at http://ir.aptevotherapeutics.com/. These filings will be available as soon as reasonably practicable
after we electronically file such material with, or furnish it to, the SEC. The information contained in, or that can be accessed through, our website is not
incorporated by reference into this prospectus supplement.
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INCORPORATION OF CERTAIN INFORMATION BY REFERENCE

The SEC allows us to “incorporate by reference” information from other documents that we file with it, which means that we can disclose important
information to you by referring you to those documents instead of having to repeat the information in this prospectus supplement or the accompanying
prospectus. The information incorporated by reference is considered to be part of this prospectus supplement and the accompanying prospectus, and
later information that we file with the SEC will automatically update and supersede this information. We incorporate by reference the documents listed
below and any future filings we will make with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act, after the date of the prospectus
supplement (other than information furnished under Item 2.02 or Item 7.01 of Form 8-K) and before the sale of all the securities covered by this
prospectus supplement:
 

 •  our Annual Report on Form 10-K for the year ended December 31, 2017, filed with the SEC on March 13, 2018 (as amended, July 27,
2018) (the “2017 Form 10-K”);

 

 •  the information specifically incorporated by reference into the 2017 Form 10-K from our definitive proxy statement on Schedule 14A,
filed with the SEC on April 20, 2018;

 

 •  our Quarterly Reports on Form 10-Q filed with the SEC on May 10, 2018, August 9, 2018 and November 14, 2018;
 

 •  our Current Reports on Form 8-K filed with the SEC on June 1, 2018, August 7, 2018 and December 24, 2018; and
 

 
•  the description of our Common Stock, which is contained in our registration statement on Form 10 initially filed with the SEC on

April 15, 2016 (File No. 001-37746) under the Exchange Act and declared effective on July 15, 2016, including any amendment or
report filed for the purpose of updating such description.

We will provide to each person, including any beneficial owner, to whom a prospectus supplement or the underlying prospectus is delivered, without
charge upon the written or oral request, a copy of any or all of the documents that are incorporated by reference into this prospectus supplement but not
delivered with the prospectus, including exhibits that are specifically incorporated by reference into such documents. Requests for such copies should be
directed to us at the following address or phone number:

Aptevo Therapeutics Inc.
2401 4th Avenue, Suite 1050

Seattle, WA 98121
Attn: General Counsel

(206) 838-0500

Exhibits to the filings will not be sent, however, unless those exhibits have specifically been incorporated by reference in this prospectus supplement and
the accompanying prospectus.
 

S-71



Table of Contents

PROSPECTUS

$150,000,000
 

Common Stock
Preferred Stock
Debt Securities

Warrants
 

 

We may, from time to time, offer and sell up to $150,000,000 of any combination of our common stock, preferred stock, debt securities or warrants
described in this prospectus, either individually or in combination with other securities, at prices and on terms described in one or more supplements to
this prospectus. We may also offer common stock or preferred stock upon conversion of debt securities, common stock upon conversion of preferred
stock, or common stock, preferred stock or debt securities upon the exercise of warrants. We may also authorize one or more free writing prospectuses to
be provided to you in connection with these offerings.

This prospectus describes some of the general terms that may apply to an offering of our securities. We will provide the specific terms of these offerings
and securities in one or more supplements to this prospectus. We may also authorize one or more free writing prospectuses to be provided to you in
connection with these offerings. The prospectus supplement and any related free writing prospectus may also add, update or change information
contained or incorporated by reference in this prospectus. You should carefully read this prospectus, the applicable prospectus supplement and any
related free writing prospectus, as well as the documents incorporated by reference herein and therein, before buying any of the securities being offered.

Securities may be sold by us to or through underwriters or dealers, directly to purchasers or through agents designated from time to time. For additional
information on the methods of sale, you should refer to the section entitled “Plan of Distribution” in this prospectus and in the applicable prospectus
supplement. If any underwriters are involved in the sale of any securities with respect to which this prospectus is being delivered, the names of such
underwriters and any applicable discounts or commissions and over-allotment options will be set forth in a prospectus supplement. The price to the
public of such securities and the net proceeds we expect to receive from such sale will also be set forth in a prospectus supplement.

Our common stock is listed on the NASDAQ Global Market under the symbol “APVO.” On December 4, 2017, the last reported sale price of our
common stock on the NASDAQ Global Market was $3.45 per share. Pursuant to General Instruction I.B.6 of Form S-3, in no event will we sell our
common stock in a public primary offering with a value exceeding more than one-third of our public float in any 12-month period so long as our public
float remains below $75.0 million. We have not offered any securities pursuant to General Instruction I.B.6 of Form S-3 during the 12 calendar months
prior to and including the date of this prospectus.
 

 

Investing in our securities involves a high degree of risk. You should review carefully the risks and uncertainties
described under the heading “Risk Factors” on page 5 of this prospectus and under similar headings in the applicable
prospectus supplement, any free writing prospectuses we have authorized for use in connection with a specific offering
and in the documents incorporated by reference herein and therein.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

The date of this prospectus is December 15, 2017.
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You should rely only on the information contained or incorporated by reference in this prospectus and the applicable prospectus supplement, along with
the information contained in any free writing prospectuses we have authorized for use in connection with a specific offering. We have not authorized
anyone to provide you with different information. We are not making an offer to sell or seeking an offer to buy securities under this prospectus or the
applicable prospectus supplement and any related free writing prospectus in any jurisdiction where the offer or sale is not permitted. The information
contained in this prospectus, the applicable prospectus supplement, any related free writing prospectus and the documents incorporated by reference
herein and therein are accurate only as of their respective dates, regardless of the time of delivery of this prospectus, the applicable prospectus
supplement or any related free writing prospectus, or the time of any sale of a security.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement on Form S-3 that we filed with the Securities and Exchange Commission, or the SEC, using a “shelf”
registration process. Under this shelf registration statement, we may sell from time to time in one or more offerings up to a total dollar amount of
$150,000,000 of common stock, preferred stock, various series of debt securities and/or warrants to purchase any of such securities, either individually
or in combination with other securities as described in this prospectus. Each time we sell any type or series of securities under this prospectus, we will
provide a prospectus supplement that will contain more specific information about the terms of that offering. We may also authorize one or more free
writing prospectuses to be provided to you that may contain material information relating to these offerings. A prospectus supplement and any related
free writing prospectus may also add, update or change the information contained or incorporated by reference in this prospectus. This prospectus,
together with the applicable prospectus supplement, any related free writing prospectus and the documents incorporated by reference herein and therein,
will include all material information relating to the applicable offering. You should carefully read this prospectus, the applicable prospectus supplement
and any related free writing prospectus, together with the additional information described under “Where You Can Find More Information,” before
buying any of the securities being offered.

THIS PROSPECTUS MAY NOT BE USED TO CONSUMMATE A SALE OF SECURITIES UNLESS IT IS ACCOMPANIED BY A
PROSPECTUS SUPPLEMENT.

This prospectus contains summaries of certain provisions contained in some of the documents described herein, but reference is made to the actual
documents for complete information. All of the summaries are qualified in their entirety by the actual documents. Copies of some of the documents
referred to herein have been filed, will be filed or will be incorporated by reference as exhibits to the registration statement of which this prospectus is a
part, and you may obtain copies of those documents as described below under the section entitled “Where You Can Find More Information.”

Except as otherwise indicated herein or as the context otherwise requires, references in this prospectus to “Aptevo,” “the Company,” “we,” “us,” “our”
and similar references refer to Aptevo Therapeutics Inc., a corporation under the laws of the State of Delaware.

This prospectus and the information incorporated by reference herein include trademarks, service marks and trade names owned by us or other
companies. All trademarks, service marks and trade names included or incorporated by reference in this prospectus, any applicable prospectus
supplement or any related free writing prospectus are the property of their respective owners.
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SUMMARY

The following summary highlights information contained elsewhere in this prospectus or incorporated by reference herein and does not contain all
the information that may be important to purchasers of our securities. Prospective purchasers of our securities should carefully read this entire
prospectus, the applicable prospectus supplement and any related free writing prospectus, including the risks of investing in our securities
discussed under the heading “Risk Factors” and under similar headings in the applicable prospectus supplement, any related free writing
prospectus and the documents incorporated by reference herein and therein. Prospective purchasers of our securities should also carefully read the
information incorporated by reference in this prospectus, including our financial statements, and the exhibits to the registration statement of which
this prospectus is a part.

Aptevo Therapeutics Inc.

Overview

We are a biotechnology company focused on novel oncology (cancer) and hematology (blood disease) therapeutics to meaningfully improve
patients’ lives. Our core technology is the ADAPTIR™ (modular protein technology) platform. We have one revenue-generating product in the
area of hematology, as well as various investigational stage product candidates in immuno-oncology.

Our pipeline is composed of one marketed product, IXINITY, and investigational stage candidates based on our ADAPTIRTM (modular protein
technology) platform. The technology can produce monospecific and multispecific immunotherapeutic proteins that specifically bind to one or
more targets, for example, bispecific therapeutic molecules, which may have structural and functional advantages over monoclonal antibodies. Our
investigational stage product candidates otlertuzumab, APVO414, APVO210, and ALG.APV-527, a bispecific antibody candidate, featuring a
novel mechanism of action targeting 4-1BB (CD137) and 5T4. The mechanisms of action for otlertuzumab, APVO414, APVO210, APVO436 and
ALG.APV-527 include direct tumor cytotoxicity, antibody-dependent cell-cytotoxicity, redirected T-cell cytotoxicity (RTCC), costimulation of anti-
tumor T cells and targeted cytokine delivery. The structural differences of ADAPTIR molecules over monoclonal antibodies allow for the
development of other ADAPTIR immunotherapeutics that engage immune effector cells and disease targets in a novel manner to produce unique
signaling responses.

Company Information

On August 6, 2015, Emergent BioSolutions Inc., or Emergent, announced a plan to separate into two independent publicly traded companies. To
accomplish this separation, Emergent created Aptevo Therapeutics Inc., or Aptevo, to be the parent company for the development-based
biotechnology business focused on novel oncology and hematology therapeutics. Aptevo was incorporated in Delaware in February 2016 as a
wholly owned subsidiary of Emergent. To effect the separation, Emergent made a pro rata distribution of Aptevo’s common stock to Emergent’s
stockholders on August 1, 2016. Our common stock currently trades on the NASDAQ Global Market under the symbol “APVO.” Our primary
executive offices are located at 2401 4th Avenue, Suite 1050, Seattle, Washington and our telephone number is (206) 838-0500. Our website
address is www.aptevotherapeutics.com. The information contained in, or that can be accessed through, our website is not a part of or incorporated
by reference in this prospectus, and you should not consider it part of this prospectus or part of any prospectus supplement.

Risks Associated with our Business

Our business is subject to numerous risks, as described under the heading “Risk Factors” and under similar headings in the applicable prospectus
supplement, any related free writing prospectus and the documents incorporated by reference herein and therein.
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THE SECURITIES WE MAY OFFER

We may offer shares of our common stock and preferred stock, various series of debt securities and/or warrants to purchase any of such securities,
either individually or in combination with other securities, with a total value of up to $150,000,000 from time to time under this prospectus at
prices and on terms to be determined at the time of any offering. This prospectus provides you with a general description of the securities we may
offer. Each time we offer a type or series of securities under this prospectus, we will provide a prospectus supplement that will describe the specific
amounts, prices and other important terms of the securities, including, to the extent applicable:
 

 •  designation or classification;
 

 •  aggregate principal amount or aggregate offering price;
 

 •  maturity;
 

 •  original issue discount;
 

 •  rates and times of payment of interest or dividends;
 

 •  redemption, conversion, exercise, exchange or sinking fund terms;
 

 •  ranking;
 

 •  restrictive covenants;
 

 •  voting or other rights;
 

 •  conversion or exchange prices or rates and, if applicable, any provisions for changes to or adjustments in the conversion or exchange
prices or rates and in the securities or other property receivable upon conversion or exchange; and

 

 •  a discussion of material U.S. federal income tax considerations, if any.

The prospectus supplement and any related free writing prospectus that we may authorize to be provided to you may also add, update or change
information contained or incorporated by reference in this prospectus. However, no prospectus supplement or free writing prospectus will offer a
security that is not registered and described in this prospectus at the time of the effectiveness of the registration statement of which this prospectus
is a part.

This prospectus may not be used to consummate a sale of securities unless it is accompanied by a prospectus supplement.

We may sell the securities directly to investors or to or through agents, underwriters or dealers. We, and our agents, underwriters or dealers reserve
the right to accept or reject all or part of any proposed purchase of securities. If we do offer securities to or through agents, underwriters or dealers,
we will include in the applicable prospectus supplement:
 

 •  the names of those agents, underwriters or dealers;
 

 •  applicable fees, discounts and commissions to be paid to them;
 

 •  details regarding over-allotment options, if any; and
 

 •  the net proceeds to us.

Common Stock.

We may issue shares of our common stock from time to time. Each holder of our common stock is entitled to one vote for each share on all matters
submitted to a vote of the stockholders, including the election of directors.
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Under our amended and restated certificate of incorporation, or certificate of incorporation, and amended and restated bylaws, or bylaws, our
stockholders do not have cumulative voting rights. Because of this, the holders of a majority of the shares of common stock entitled to vote in any
election of directors can elect all of the directors standing for election, if they should so choose. Subject to preferences that may be applicable to
any then-outstanding preferred stock, holders of common stock are entitled to receive ratably those dividends, if any, as may be declared from time
to time by our board of directors out of legally available funds. In the event of our liquidation, dissolution or winding up, holders of common stock
are entitled to share ratably in the net assets legally available for distribution to stockholders after the payment of all of our debts and other
liabilities and the satisfaction of any liquidation preference granted to the holders of any then-outstanding shares of preferred stock. Holders of
common stock have no preemptive, conversion or subscription rights and there are no redemption or sinking fund provisions applicable to the
common stock. The rights, preferences and privileges of the holders of common stock are subject to, and may be adversely affected by, the rights of
the holders of shares of any series of preferred stock that we may designate in the future.

Preferred Stock.

We may issue shares of our preferred stock from time to time, in one or more series. Our board of directors will determine the designations, voting
powers, preferences and rights of the preferred stock, as well as the qualifications, limitations or restrictions thereof, including dividend rights,
conversion rights, preemptive rights, terms of redemption or repurchase, liquidation preferences, sinking fund terms and the number of shares
constituting any series or the designation of any series. Convertible preferred stock will be convertible into our common stock or exchangeable for
other securities. Conversion may be mandatory or at your option and would be at prescribed conversion rates.

If we sell any series of preferred stock under this prospectus, we will fix the designations, voting powers, preferences and rights of such series of
preferred stock, as well as the qualifications, limitations or restrictions thereof, in the certificate of designation relating to that series. We will file as
an exhibit to the registration statement of which this prospectus is a part, or will incorporate by reference from reports that we file with the SEC,
the form of any certificate of designation that describes the terms of the series of preferred stock that we are offering before the issuance of the
related series of preferred stock. We urge you to read the applicable prospectus supplement (and any free writing prospectus that we may authorize
to be provided to you) related to the series of preferred stock being offered, as well as the complete certificate of designation that contains the terms
of the applicable series of preferred stock.

Debt Securities.

We may issue debt securities from time to time, in one or more series, as either senior or subordinated debt or as senior or subordinated convertible
debt. The senior debt securities will rank equally with any other unsecured and unsubordinated debt. The subordinated debt securities will be
subordinate and junior in right of payment, to the extent and in the manner described in the instrument governing the debt, to all of our senior
indebtedness. Convertible debt securities will be convertible into or exchangeable for our common stock or other securities. Conversion may be
mandatory or at your option and would be at prescribed conversion rates.

Any debt securities issued under this prospectus will be issued under one or more documents called indentures, which are contracts between us and
a national banking association or other eligible party, as trustee. In this prospectus, we have summarized certain general features of the debt
securities. We urge you, however, to read the applicable prospectus supplement (and any free writing prospectus that we may authorize to be
provided to you) related to the series of debt securities being offered, as well as the complete indentures that contain the terms of the debt
securities. A form of indenture has been filed as an exhibit to the registration statement of which this prospectus is a part, and supplemental
indentures and forms of debt securities containing the terms of
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the debt securities being offered will be filed as exhibits to the registration statement of which this prospectus is a part or will be incorporated by
reference from reports that we file with the SEC.

Warrants.

We may issue warrants for the purchase of common stock, preferred stock and/or debt securities in one or more series. We may issue warrants
independently or together with common stock, preferred stock and/or debt securities, and the warrants may be attached to or separate from these
securities. In this prospectus, we have summarized certain general features of the warrants. We urge you, however, to read the applicable prospectus
supplement (and any free writing prospectus that we may authorize to be provided to you) related to the series of warrants being offered, as well as
any warrant agreements and warrant certificates that contain the terms of the warrants. We have filed forms of the warrant agreements and forms of
warrant certificates containing the terms of the warrants that may be offered as exhibits to the registration statement of which this prospectus is a
part. We will file as exhibits to the registration statement of which this prospectus is a part, or will incorporate by reference from reports that we file
with the SEC, the form of warrant and/or the warrant agreement and warrant certificate, as applicable, that contain the terms of the particular series
of warrants we are offering, and any supplemental agreements, before the issuance of such warrants.

Any warrants issued under this prospectus may be evidenced by warrant certificates. Warrants also may be issued under an applicable warrant
agreement that we enter into with a warrant agent. We will indicate the name and address of the warrant agent, if applicable, in the prospectus
supplement relating to the particular series of warrants being offered.
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RISK FACTORS

Investing in our securities involves a high degree of risk. Before deciding whether to invest in our securities, you should consider carefully the risks and
uncertainties described under the heading “Risk Factors” in this prospectus and under similar headings in the applicable prospectus supplement, any
related free writing prospectus and the documents incorporated by reference herein and therein (including our most recent Annual Report on Form 10-K
and our Quarterly Reports on Form 10-Q, as well as any amendments thereto reflected in subsequent filings with the SEC), together with other
information contained and incorporated by reference in the foregoing. The risks described in these documents are not the only ones we face, but those
that we consider to be material. There may be other unknown or unpredictable economic, business, competitive, regulatory or other factors that could
have material adverse effects on our future results. Past financial performance may not be a reliable indicator of future performance, and historical
trends should not be used to anticipate results or trends in future periods. If any of these risks actually occurs, our business, financial condition, results of
operations or cash flow could be seriously harmed. This could cause the trading price of our common stock to decline, resulting in a loss of all or part of
your investment. Please also read carefully the section below entitled “Forward-Looking Statements.”

FORWARD-LOOKING STATEMENTS

This prospectus, the applicable prospectus supplement and any free writing prospectus including the documents we incorporate by reference herein and
therein may contain, forward-looking statements, including statements regarding our future financial condition, business strategy and plans and
objectives of management for future operations. Forward-looking statements include all statements that are not historical facts. In some cases, you can
identify forward-looking statements by terminology such as “believe,” “will,” “may,” “estimate,” “continue,” “anticipate,” “intend,” “should,” “plan,”
“might,” “approximately,” “expect,” “predict,” “could,” “potentially” or the negative of these terms or other similar expressions. Forward-looking
statements appear in a number of places throughout this prospectus and include statements regarding our intentions, beliefs, projections, outlook,
analyses or current expectations concerning, among other things, our outlook, financial performance or financial condition, our technology and related
pipeline, collaboration and partnership opportunities, commercial portfolio, our future growth rates, our ability to timely manufacture its products,
spending of the proceeds from this offering, financial condition, liquidity, prospects, growth and strategies, the industry in which we operate and the
trends that may affect the industry or us.

Discussions containing these forward-looking statements may be found, among other places, in the Sections entitled “Business,” “Risk Factors” and
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” incorporated by reference from our most recent Annual
Report on Form 10-K and in our Quarterly Reports on Form 10-Q, as well as any amendments thereto, filed with the SEC. These statements relate to
future events or our future financial performance and involve known and unknown risks, uncertainties and other factors that could cause our actual
results, levels of activity, performance or achievement to differ materially from those expressed or implied by these forward-looking statements. These
statements reflect our current views with respect to future events and are based on assumptions and subject to risks and uncertainties. Given these
uncertainties, you should not place undue reliance on these forward-looking statements. These forward-looking statements represent our estimates and
assumptions only as of the date of the document containing the applicable statement and, except as required by law, we undertake no obligation to
update or revise publicly any forward-looking statements, whether as a result of new information, future events or otherwise.

FINANCIAL RATIOS

If we offer debt securities and/or preference stock under this prospectus, then we will, if required at that time, provide a ratio of earnings to fixed charges
and/or ratio of combined fixed charges and preference dividends to earnings, respectively, in the applicable prospectus supplement for such offering.
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USE OF PROCEEDS

We will retain broad discretion over the use of the net proceeds from the sale of the securities offered hereby. Except as described in any prospectus
supplement or in any related free writing prospectus that we may authorize to be provided to you, we currently intend to use the net proceeds from the
sale of the securities offered by us hereunder primarily for research, development and manufacturing of product candidates, and for other general
corporate purposes. Pending these uses, we expect to invest the net proceeds in short-term, interest-bearing securities.

DESCRIPTION OF CAPITAL STOCK

As of the date of this prospectus, our certificate of incorporation, authorizes us to issue up to 500,000,000 shares of common stock, $0.001 par value per
share, and 15,000,000 shares of preferred stock, $0.001 par value per share. As of December 4, 2017, 21,442,329 shares of common stock were
outstanding and no shares of preferred stock were outstanding.

The following summary describes the material terms of our capital stock. The summary is qualified in its entirety by reference to our certificate of
incorporation and our bylaws.

Common Stock

Voting Rights.

Each holder of our common stock is entitled to one vote for each share on all matters submitted to a vote of the stockholders, including the election of
directors. Under our certificate of incorporation and bylaws, our stockholders do not have cumulative voting rights. Because of this, the holders of a
majority of the shares of common stock entitled to vote in any election of directors can elect all of the directors standing for election, if they should so
choose.

Dividends.

Subject to preferences that may be applicable to any then-outstanding preferred stock, holders of common stock are entitled to receive ratably those
dividends, if any, as may be declared from time to time by our board of directors out of legally available funds.

Liquidation.

In the event of our liquidation, dissolution or winding up, holders of common stock will be entitled to share ratably in the net assets legally available for
distribution to stockholders after the payment of all of our debts and other liabilities and the satisfaction of any liquidation preference granted to the
holders of any then-outstanding shares of preferred stock.

Rights and Preferences.

Holders of common stock have no preemptive, conversion or subscription rights and there are no redemption or sinking fund provisions applicable to
our common stock. The rights, preferences and privileges of the holders of common stock are subject to, and may be adversely affected by, the rights of
the holders of shares of any series of preferred stock that we may designate in the future.

Fully Paid and Nonassessable.

All of our outstanding shares of common stock are fully paid and nonassessable.
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Preferred Stock

Under our certificate of incorporation, our board of directors is authorized by resolution to divide the preferred stock into one or more series and, with
respect to each series, to determine the designations, powers, preferences, rights, qualifications, limitations and restrictions thereof, including the
dividend rights, conversion or exchange rights, voting rights, redemption rights and terms, liquidation preferences, sinking fund provisions and the
number of shares constituting the series. Our board of directors can, without stockholder approval but subject to the terms of our certificate of
incorporation, issue preferred stock with voting and other rights that could adversely affect the voting power of the holders of our common stock and
which could have certain anti-takeover effects. Before we may issue any series of preferred stock, our board of directors will be required to adopt
resolutions creating and designating such series of preferred stock.

The following summary of terms of our preferred stock is not complete. You should refer to the provisions of our certificate of incorporation, our bylaws
and the resolutions containing the terms of each series of preferred stock, which have been or will be filed with the SEC at or prior to the time of
issuance of such series and described in the applicable prospectus supplement. The applicable prospectus supplement may also state that any of the
terms set forth herein are inapplicable to such series of preferred stock, provided that the information set forth in such prospectus supplement does not
constitute a material change to the information herein such that it alters the nature of the offering or the securities being offered.

We will fix the designations, voting powers, preferences and rights of each series of preferred stock that we issue under this prospectus, as well as the
qualifications, limitations or restrictions thereof, in the certificate of designation relating to that series. We will file as an exhibit to the registration
statement of which this prospectus is a part, or will incorporate by reference herein from reports that we file with the SEC, the form of any certificate of
designation that describes the terms of the series of preferred stock we are offering. We will describe in the applicable prospectus supplement the terms
of the series of preferred stock being offered, including, to the extent applicable:
 

 •  the title and stated value;
 

 •  the number of shares we are offering;
 

 •  the liquidation preference per share;
 

 •  the purchase price;
 

 •  the dividend rate, period and payment date and method of calculation for dividends;
 

 •  whether dividends will be cumulative or non-cumulative and, if cumulative, the date from which dividends will accumulate;
 

 •  the procedures for any auction and remarketing;
 

 •  the provisions for a sinking fund;
 

 •  the provisions for redemption or repurchase, if applicable, and any restrictions on our ability to exercise those redemption and repurchase
rights;

 

 •  any listing of the preferred stock on any securities exchange or market;
 

 •  whether the preferred stock will be convertible into our common stock, and, if applicable, the conversion price, or how it will be calculated,
and the conversion period;

 

 •  whether the preferred stock will be exchangeable into debt securities, and, if applicable, the exchange price, or how it will be calculated, and
the exchange period;

 

 •  voting rights of the preferred stock;
 

 •  preemptive rights;
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 •  restrictions on transfer, sale or other assignment;
 

 •  whether interests in the preferred stock will be represented by depositary shares;
 

 •  a discussion of material United States federal income tax considerations applicable to the preferred stock;
 

 •  the relative ranking and preferences of the preferred stock as to dividend rights and rights if we liquidate, dissolve or wind up our affairs;
 

 •  any limitations on the issuance of any class or series of preferred stock ranking senior to or on a parity with the series of preferred stock as to
dividend rights and rights if we liquidate, dissolve or wind up our affairs; and

 

 •  any other specific terms, preferences, rights or limitations of, or restrictions on, the preferred stock.

If we issue shares of preferred stock under this prospectus, the shares will be fully paid and non-assessable.

The issuance of preferred stock could adversely affect the voting power of holders of common stock and reduce the likelihood that common
stockholders will receive dividend payments and payments upon liquidation. The issuance could have the effect of decreasing the market price of the
common stock. The issuance of preferred stock also could have the effect of delaying, deterring or preventing a change in control of us.

Options and Restricted Stock Units

As of December 4, 2017, (i) options to purchase an aggregate of 1,542,342 shares of common stock were outstanding under our 2016 Converted Equity
Awards Incentive Plan, (ii) 439,568 restricted stock units were outstanding under our 2016 Converted Equity Awards Incentive Plan, (iii) options to
purchase an aggregate of 1,484,114 shares of common stock were outstanding under our 2016 Stock Incentive Plan, (iv) 780,084 restricted stock units
were outstanding under our 2016 Stock Incentive Plan and (v) an additional 1,270,740 shares were reserved for future issuance under our 2016 Stock
Incentive Plan.

Stockholder Registration Rights

Certain holders of shares of our common stock are entitled to certain rights with respect to registration of such shares under the Securities Act of 1933,
as amended, or the Securities Act. These shares are referred to as registrable securities. The holders of these registrable securities possess registration
rights described in additional detail below pursuant to the terms of a registration rights agreement.

The registration of shares of our common stock pursuant to the exercise of registration rights described below would enable the holders to trade these
shares without restriction under the Securities Act when the applicable registration statement is declared effective. We will pay the registration expenses,
other than underwriting discounts, selling commissions and stock transfer taxes, of the shares registered pursuant to the demand and piggyback
registration rights described below.

Generally, in an underwritten offering, the managing underwriter, if any, has the right, subject to specified conditions, to limit the number of shares the
holders may include.

Demand Registration Rights

The holders of the registrable securities are entitled to certain demand registration rights. At any time, the holders of at least 20% of the registrable
securities, on not more than two occasions, may request that we register all or a portion of their shares, subject to certain specified exceptions. Such
request for registration must cover securities the aggregate offering price of which, before payment of underwriting discounts and commissions, exceeds
$10,000,000.
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Piggyback Registration Rights

In connection with the filing of the registration statement of which this prospectus forms a part, the holders of the registrable securities were entitled to,
and the necessary percentage of holders waived, their rights to notice of such filing and to include their shares of registrable securities in the registration
statement of which this prospectus forms a part. If we propose to register for offer and sale any of our securities under the Securities Act in a future
offering, either for our own account or for the account of other security holders, the holders of these shares will be entitled to certain “piggyback”
registration rights allowing them to include their shares in such registration, subject to certain marketing and other limitations. As a result, whenever we
propose to file a registration statement under the Securities Act, including a registration statement on Form S-3 as discussed below, other than with
respect to a demand registration or a registration statement on Forms S-4 or S-8 or related to stock issued upon conversion of debt securities, the holders
of these shares are entitled to notice of the registration and have the right, subject to limitations that the underwriters may impose on the number of
shares included in the registration, to include their shares in the registration.

Anti-Takeover Effects of Our Charter Documents and Some Provisions of Delaware Law

Delaware Law

We are subject to Section 203 of the Delaware General Corporation Law, which prohibits a Delaware corporation from engaging in any business
combination with any interested stockholder for a period of three years after the date that such stockholder became an interested stockholder, with the
following exceptions:
 

 •  before such date, the board of directors of the corporation approved either the business combination or the transaction that resulted in the
stockholder becoming an interested stockholder;

 

 

•  upon completion of the transaction that resulted in the stockholder becoming an interested stockholder, the interested stockholder owned at
least 85% of the voting stock of the corporation outstanding at the time the transaction began, excluding for purposes of determining the
voting stock outstanding (but not the outstanding voting stock owned by the interested stockholder) those shares owned (1) by persons who
are directors and also officers and (2) employee stock plans in which employee participants do not have the right to determine confidentially
whether shares held subject to the plan will be tendered in a tender or exchange offer; or

 

 
•  on or after such date, the business combination is approved by the board of directors and authorized at an annual or special meeting of the

stockholders, and not by written consent, by the affirmative vote of at least 66 2/3% of the outstanding voting stock that is not owned by the
interested stockholder.

In general, Section 203 defines a “business combination” to include the following:
 

 •  any merger or consolidation involving the corporation and the interested stockholder;
 

 •  any sale, transfer, pledge or other disposition of 10% or more of the assets of the corporation involving the interested stockholder;
 

 •  subject to certain exceptions, any transaction that results in the issuance or transfer by the corporation of any stock of the corporation to the
interested stockholder;

 

 •  any transaction involving the corporation that has the effect of increasing the proportionate share of the stock or any class or series of the
corporation beneficially owned by the interested stockholder; or

 

 •  the receipt by the interested stockholder of the benefit of any loans, advances, guarantees, pledges or other financial benefits by or through
the corporation.

In general, Section 203 defines an “interested stockholder” as an entity or person who, together with the person’s affiliates and associates, beneficially
owns, or within three years prior to the time of determination of interested stockholder status did own, 15% or more of the outstanding voting stock of
the corporation.
 

9



Table of Contents

Certificate of Incorporation and Bylaws

Our certificate of incorporation provides for our board of directors to be divided into three classes with staggered three-year terms. Only one class of
directors is elected at each annual meeting of our stockholders, with the other classes continuing for the remainder of their respective three-year terms.
Because our stockholders do not have cumulative voting rights, stockholders holding a majority of the shares of common stock outstanding are able to
elect all of our directors. Our certificate of incorporation and our bylaws also provide that directors may be removed by the stockholders only for cause
upon the vote of 75% of our outstanding common stock.

Furthermore, the authorized number of directors may be changed only by resolution of the board of directors, and vacancies and newly created
directorships on the board of directors may, except as otherwise required by law or determined by the board, only be filled by a majority vote of the
directors then serving on the board, even though less than a quorum.

Our certificate of incorporation and bylaws also provide that all stockholder actions must be effected at a duly called meeting of stockholders and
eliminates the right of stockholders to act by written consent without a meeting. Our bylaws also provide that only our chairman of the board, chief
executive officer or the board of directors pursuant to a resolution adopted by a majority of the total number of authorized directors may call a special
meeting of stockholders.

Our bylaws also provide that stockholders seeking to present proposals before a meeting of stockholders to nominate candidates for election as directors
at a meeting of stockholders must provide timely advance notice in writing, and specify requirements as to the form and content of a stockholder’s
notice.

Our certificate of incorporation and bylaws provide that the stockholders cannot amend many of the provisions described above except by a vote of 75%
or more of our outstanding common stock.

The combination of these provisions makes it more difficult for our existing stockholders to replace our board of directors as well as for another party to
obtain control of us by replacing our board of directors. Since our board of directors has the power to retain and discharge our officers, these provisions
could also make it more difficult for existing stockholders or another party to effect a change in management. In addition, the authorization of
undesignated preferred stock makes it possible for our board of directors to issue preferred stock with voting or other rights or preferences that could
impede the success of any attempt to change our control.

These provisions are intended to enhance the likelihood of continued stability in the composition of our board of directors and its policies and to
discourage coercive takeover practices and inadequate takeover bids. These provisions are also designed to reduce our vulnerability to hostile takeovers
and to discourage certain tactics that may be used in proxy fights. However, such provisions could have the effect of discouraging others from making
tender offers for our shares and may have the effect of delaying changes in our control or management. As a consequence, these provisions may also
inhibit fluctuations in the market price of our stock that could result from actual or rumored takeover attempts. We believe that the benefits of these
provisions, including increased protection of our potential ability to negotiate with the proponent of an unfriendly or unsolicited proposal to acquire or
restructure our company, outweigh the disadvantages of discouraging takeover proposals, because negotiation of takeover proposals could result in an
improvement of their terms.

Transfer Agent and Registrar

The transfer agent and registrar for our common stock is Broadridge Financial Solutions, Inc. The transfer agent’s address is P.O. Box 1342, Brentwood,
NY 11717. The transfer agent for any series of preferred stock that we may offer under this prospectus will be named and described in the prospectus
supplement for that series.

Listing on the NASDAQ Global Market

Our common stock is listed on the NASDAQ Global Market under the symbol “APVO.”
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DESCRIPTION OF DEBT SECURITIES

We may issue debt securities from time to time, in one or more series, as either senior or subordinated debt or as senior or subordinated convertible debt.
While the terms we have summarized below will apply generally to any debt securities that we may offer under this prospectus, we will describe the
particular terms of any debt securities that we may offer in more detail in the applicable prospectus supplement. The terms of any debt securities offered
under a prospectus supplement may differ from the terms described below. Unless the context requires otherwise, whenever we refer to the indenture,
we also are referring to any supplemental indentures that specify the terms of a particular series of debt securities.

We will issue the debt securities under the indenture that we will enter into with the trustee named in the indenture. The indenture will be qualified under
the Trust Indenture Act of 1939, as amended, or the Trust Indenture Act. We have filed the form of indenture as an exhibit to the registration statement
of which this prospectus is a part, and supplemental indentures and forms of debt securities containing the terms of the debt securities being offered will
be filed as exhibits to the registration statement of which this prospectus is a part or will be incorporated by reference from reports that we file with the
SEC.

The following summary of material provisions of the debt securities and the indenture is subject to, and qualified in its entirety by reference to, all of the
provisions of the indenture applicable to a particular series of debt securities. We urge you to read the applicable prospectus supplements and any related
free writing prospectuses related to the debt securities that we may offer under this prospectus, as well as the complete indenture that contains the terms
of the debt securities.

General

The indenture does not limit the amount of debt securities that we may issue. It provides that we may issue debt securities up to the principal amount
that we may authorize and may be in any currency or currency unit that we may designate. Except for the limitations on consolidation, merger and sale
of all or substantially all of our assets contained in the indenture, the terms of the indenture do not contain any covenants or other provisions designed to
give holders of any debt securities protection against changes in our operations, financial condition or transactions involving us.

We may issue the debt securities issued under the indenture as “discount securities,” which means they may be sold at a discount below their stated
principal amount. These debt securities, as well as other debt securities that are not issued at a discount, may be issued with “original issue discount,” or
OID, for U.S. federal income tax purposes because of interest payment and other characteristics or terms of the debt securities. Material U.S. federal
income tax considerations applicable to debt securities issued with OID will be described in more detail in any applicable prospectus supplement.

We will describe in the applicable prospectus supplement the terms of the series of debt securities being offered, including:
 

 •  the title of the series of debt securities;
 

 •  any limit upon the aggregate principal amount that may be issued;
 

 •  the maturity date or dates;
 

 •  the form of the debt securities of the series;
 

 •  the applicability of any guarantees;
 

 •  whether or not the debt securities will be secured or unsecured, and the terms of any secured debt;
 

 •  whether the debt securities rank as senior debt, senior subordinated debt, subordinated debt or any combination thereof, and the terms of any
subordination;
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•  if the price (expressed as a percentage of the aggregate principal amount thereof) at which such debt securities will be issued is a price other
than the principal amount thereof, the portion of the principal amount thereof payable upon declaration of acceleration of the maturity
thereof, or if applicable, the portion of the principal amount of such debt securities that is convertible into another security or the method by
which any such portion shall be determined;

 

 •  the interest rate or rates, which may be fixed or variable, or the method for determining the rate and the date interest will begin to accrue, the
dates interest will be payable and the regular record dates for interest payment dates or the method for determining such dates;

 

 •  our right, if any, to defer payment of interest and the maximum length of any such deferral period;
 

 
•  if applicable, the date or dates after which, or the period or periods during which, and the price or prices at which, we may, at our option,

redeem the series of debt securities pursuant to any optional or provisional redemption provisions and the terms of those redemption
provisions;

 

 
•  the date or dates, if any, on which, and the price or prices at which we are obligated, pursuant to any mandatory sinking fund or analogous

fund provisions or otherwise, to redeem, or at the holder’s option to purchase, the series of debt securities and the currency or currency unit
in which the debt securities are payable;

 

 •  the denominations in which we will issue the series of debt securities, if other than denominations of $1,000 and any integral multiple
thereof;

 

 
•  any and all terms, if applicable, relating to any auction or remarketing of the debt securities of that series and any security for our obligations

with respect to such debt securities and any other terms which may be advisable in connection with the marketing of debt securities of that
series;

 

 
•  whether the debt securities of the series shall be issued in whole or in part in the form of a global security or securities; the terms and

conditions, if any, upon which such global security or securities may be exchanged in whole or in part for other individual securities; and the
depositary for such global security or securities;

 

 

•  if applicable, the provisions relating to conversion or exchange of any debt securities of the series and the terms and conditions upon which
such debt securities will be so convertible or exchangeable, including the conversion or exchange price, as applicable, or how it will be
calculated and may be adjusted, any mandatory or optional (at our option or the holders’ option) conversion or exchange features, the
applicable conversion or exchange period and the manner of settlement for any conversion or exchange;

 

 •  if other than the full principal amount thereof, the portion of the principal amount of debt securities of the series which shall be payable upon
declaration of acceleration of the maturity thereof;

 

 •  additions to or changes in the covenants applicable to the particular debt securities being issued, including, among others, the consolidation,
merger or sale covenant;

 

 •  additions to or changes in the events of default with respect to the securities and any change in the right of the trustee or the holders to
declare the principal, premium, if any, and interest, if any, with respect to such securities to be due and payable;

 

 •  additions to or changes in or deletions of the provisions relating to covenant defeasance and legal defeasance;
 

 •  additions to or changes in the provisions relating to satisfaction and discharge of the indenture;
 

 •  additions to or changes in the provisions relating to the modification of the indenture both with and without the consent of holders of debt
securities issued under the indenture;

 

 •  the currency of payment of debt securities if other than U.S. dollars and the manner of determining the equivalent amount in U.S. dollars;
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 •  whether interest will be payable in cash or additional debt securities at our or the holders’ option and the terms and conditions upon which
the election may be made;

 

 •  the terms and conditions, if any, upon which we will pay amounts in addition to the stated interest, premium, if any and principal amounts of
the debt securities of the series to any holder that is not a “United States person” for federal tax purposes;

 

 •  any restrictions on transfer, sale or assignment of the debt securities of the series; and
 

 •  any other specific terms, preferences, rights or limitations of, or restrictions on, the debt securities, any other additions or changes in the
provisions of the indenture, and any terms that may be required by us or advisable under applicable laws or regulations.

Conversion or Exchange Rights

We will set forth in the applicable prospectus supplement the terms on which a series of debt securities may be convertible into or exchangeable for our
common stock or our other securities. We will include provisions as to settlement upon conversion or exchange and whether conversion or exchange is
mandatory, at the option of the holder or at our option. We may include provisions pursuant to which the number of shares of our common stock or our
other securities that the holders of the series of debt securities receive would be subject to adjustment.

Consolidation, Merger or Sale

Unless we provide otherwise in the prospectus supplement applicable to a particular series of debt securities, the indenture will not contain any covenant
that restricts our ability to merge or consolidate, or sell, convey, transfer or otherwise dispose of our assets as an entirety or substantially as an entirety.
However, any successor to or acquirer of such assets (other than a subsidiary of ours) must assume all of our obligations under the indenture or the debt
securities, as appropriate.

Events of Default under the Indenture

Unless we provide otherwise in the prospectus supplement applicable to a particular series of debt securities, the following are events of default under
the indenture with respect to any series of debt securities that we may issue:
 

 
•  if we fail to pay any installment of interest on any series of debt securities, as and when the same shall become due and payable, and such

default continues for a period of 90 days; provided, however, that a valid extension of an interest payment period by us in accordance with
the terms of any indenture supplemental thereto shall not constitute a default in the payment of interest for this purpose;

 

 

•  if we fail to pay the principal of, or premium, if any, on any series of debt securities as and when the same shall become due and payable
whether at maturity, upon redemption, by declaration or otherwise, or in any payment required by any sinking or analogous fund established
with respect to such series; provided, however, that a valid extension of the maturity of such debt securities in accordance with the terms of
any indenture supplemental thereto shall not constitute a default in the payment of principal or premium, if any;

 

 

•  if we fail to observe or perform any other covenant or agreement contained in the debt securities or the indenture, other than a covenant
specifically relating to another series of debt securities, and our failure continues for 90 days after we receive written notice of such failure,
requiring the same to be remedied and stating that such is a notice of default thereunder, from the trustee or holders of at least 25% in
aggregate principal amount of the outstanding debt securities of the applicable series; and

 

 •  if specified events of bankruptcy, insolvency or reorganization occur.

If an event of default with respect to debt securities of any series occurs and is continuing, other than an event of default specified in the last bullet point
above, the trustee or the holders of at least 25% in aggregate principal
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amount of the outstanding debt securities of that series, by notice to us in writing, and to the trustee if notice is given by such holders, may declare the
unpaid principal of, premium, if any, and accrued interest, if any, due and payable immediately. If an event of default specified in the last bullet point
above occurs with respect to us, the principal amount of and accrued interest, if any, of each issue of debt securities then outstanding shall be due and
payable without any notice or other action on the part of the trustee or any holder.

The holders of a majority in principal amount of the outstanding debt securities of an affected series may waive any default or event of default with
respect to the series and its consequences, except defaults or events of default regarding payment of principal, premium, if any, or interest, unless we
have cured the default or event of default in accordance with the indenture. Any waiver shall cure the default or event of default.

Subject to the terms of the indenture, if an event of default under an indenture shall occur and be continuing, the trustee will be under no obligation to
exercise any of its rights or powers under such indenture at the request or direction of any of the holders of the applicable series of debt securities, unless
such holders have offered the trustee reasonable indemnity. The holders of a majority in principal amount of the outstanding debt securities of any series
will have the right to direct the time, method and place of conducting any proceeding for any remedy available to the trustee, or exercising any trust or
power conferred on the trustee, with respect to the debt securities of that series, provided that:
 

 •  the direction so given by the holder is not in conflict with any law or the applicable indenture; and
 

 •  subject to its duties under the Trust Indenture Act, the trustee need not take any action that might involve it in personal liability or might be
unduly prejudicial to the holders not involved in the proceeding.

A holder of the debt securities of any series will have the right to institute a proceeding under the indenture or to appoint a receiver or trustee, or to seek
other remedies only if:
 

 •  the holder has given written notice to the trustee of a continuing event of default with respect to that series;
 

 •  the holders of at least 25% in aggregate principal amount of the outstanding debt securities of that series have made written request,
 

 •  such holders have offered to the trustee indemnity satisfactory to it against the costs, expenses and liabilities to be incurred by the trustee in
compliance with the request; and

 

 •  the trustee does not institute the proceeding, and does not receive from the holders of a majority in aggregate principal amount of the
outstanding debt securities of that series other conflicting directions within 90 days after the notice, request and offer.

These limitations do not apply to a suit instituted by a holder of debt securities if we default in the payment of the principal, premium, if any, or interest
on, the debt securities.

We will periodically file statements with the trustee regarding our compliance with specified covenants in the indenture.

Modification of Indenture; Waiver

We and the trustee may change an indenture without the consent of any holders with respect to specific matters:
 

 •  to cure any ambiguity, defect or inconsistency in the indenture or in the debt securities of any series;
 

 •  to comply with the provisions described above under “Description of Debt Securities-Consolidation, Merger or Sale;”
 

 •  to provide for uncertificated debt securities in addition to or in place of certificated debt securities;
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•  to add to our covenants, restrictions, conditions or provisions such new covenants, restrictions, conditions or provisions for the benefit of the
holders of all or any series of debt securities, to make the occurrence, or the occurrence and the continuance, of a default in any such
additional covenants, restrictions, conditions or provisions an event of default or to surrender any right or power conferred upon us in the
indenture;

 

 •  to add to, delete from or revise the conditions, limitations, and restrictions on the authorized amount, terms, or purposes of issue,
authentication and delivery of debt securities, as set forth in the indenture;

 

 •  to make any change that does not adversely affect the interests of any holder of debt securities of any series in any material respect;
 

 
•  to provide for the issuance of and establish the form and terms and conditions of the debt securities of any series as provided above under

“Description of Debt Securities-General” to establish the form of any certifications required to be furnished pursuant to the terms of the
indenture or any series of debt securities, or to add to the rights of the holders of any series of debt securities;

 

 •  to evidence and provide for the acceptance of appointment under any indenture by a successor trustee; or
 

 •  to comply with any requirements of the SEC in connection with the qualification of any indenture under the Trust Indenture Act.

In addition, under the indenture, the rights of holders of a series of debt securities may be changed by us and the trustee with the written consent of the
holders of at least a majority in aggregate principal amount of the outstanding debt securities of each series that is affected. However, unless we provide
otherwise in the prospectus supplement applicable to a particular series of debt securities, we and the trustee may make the following changes only with
the consent of each holder of any outstanding debt securities affected:
 

 •  extending the fixed maturity of any debt securities of any series;
 

 •  reducing the principal amount, reducing the rate of or extending the time of payment of interest, or reducing any premium payable upon the
redemption of any series of any debt securities; or

 

 •  reducing the percentage of debt securities, the holders of which are required to consent to any amendment, supplement, modification or
waiver.

Discharge

Each indenture provides that we can elect to be discharged from our obligations with respect to one or more series of debt securities, except for specified
obligations, including obligations to:
 

 •  provide for payment;
 

 •  register the transfer or exchange of debt securities of the series;
 

 •  replace stolen, lost or mutilated debt securities of the series;
 

 •  pay principal of and premium and interest on any debt securities of the series;
 

 •  maintain paying agencies;
 

 •  hold monies for payment in trust;
 

 •  recover excess money held by the trustee;
 

 •  compensate and indemnify the trustee; and
 

 •  appoint any successor trustee.
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In order to exercise our rights to be discharged, we must deposit with the trustee money or government obligations sufficient to pay all the principal of,
any premium, if any, and interest on, the debt securities of the series on the dates payments are due.

Form, Exchange and Transfer

We will issue the debt securities of each series only in fully registered form without coupons and, unless we provide otherwise in the applicable
prospectus supplement, in denominations of $1,000 and any integral multiple thereof. The indenture provides that we may issue debt securities of a
series in temporary or permanent global form and as book-entry securities that will be deposited with, or on behalf of, The Depository Trust Company,
or DTC, or another depositary named by us and identified in the applicable prospectus supplement with respect to that series. To the extent the debt
securities of a series are issued in global form and as book-entry, a description of terms relating to any book-entry securities will be set forth in the
applicable prospectus supplement.

At the option of the holder, subject to the terms of the indenture and the limitations applicable to global securities described in the applicable prospectus
supplement, the holder of the debt securities of any series can exchange the debt securities for other debt securities of the same series, in any authorized
denomination and of like tenor and aggregate principal amount.

Subject to the terms of the indenture and the limitations applicable to global securities set forth in the applicable prospectus supplement, holders of the
debt securities may present the debt securities for exchange or for registration of transfer, duly endorsed or with the form of transfer endorsed thereon
duly executed if so required by us or the security registrar, at the office of the security registrar or at the office of any transfer agent designated by us for
this purpose. Unless otherwise provided in the debt securities that the holder presents for transfer or exchange, we will impose no service charge for any
registration of transfer or exchange, but we may require payment of any taxes or other governmental charges.

We will name in the applicable prospectus supplement the security registrar, and any transfer agent in addition to the security registrar, that we initially
designate for any debt securities. We may at any time designate additional transfer agents or rescind the designation of any transfer agent or approve a
change in the office through which any transfer agent acts, except that we will be required to maintain a transfer agent in each place of payment for the
debt securities of each series.

If we elect to redeem the debt securities of any series, we will not be required to:
 

 
•  issue, register the transfer of, or exchange any debt securities of that series during a period beginning at the opening of business 15 days

before the day of mailing of a notice of redemption of any debt securities that may be selected for redemption and ending at the close of
business on the day of the mailing; or

 

 •  register the transfer of or exchange any debt securities so selected for redemption, in whole or in part, except the unredeemed portion of any
debt securities we are redeeming in part.

Information Concerning the Trustee

The trustee, other than during the occurrence and continuance of an event of default under an indenture, undertakes to perform only those duties as are
specifically set forth in the applicable indenture. Upon an event of default under an indenture, the trustee must use the same degree of care as a prudent
person would exercise or use in the conduct of his or her own affairs. Subject to this provision, the trustee is under no obligation to exercise any of the
powers given it by the indenture at the request of any holder of debt securities unless it is offered reasonable security and indemnity against the costs,
expenses and liabilities that it might incur.
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Payment and Paying Agents

Unless we otherwise indicate in the applicable prospectus supplement, we will make payment of the interest on any debt securities on any interest
payment date to the person in whose name the debt securities, or one or more predecessor securities, are registered at the close of business on the regular
record date for the interest.

We will pay principal of and any premium and interest on the debt securities of a particular series at the office of the paying agents designated by us,
except that unless we otherwise indicate in the applicable prospectus supplement, we will make interest payments by check that we will mail to the
holder or by wire transfer to certain holders. Unless we otherwise indicate in the applicable prospectus supplement, we will designate the corporate trust
office of the trustee as our sole paying agent for payments with respect to debt securities of each series. We will name in the applicable prospectus
supplement any other paying agents that we initially designate for the debt securities of a particular series. We will maintain a paying agent in each place
of payment for the debt securities of a particular series.

All money we pay to a paying agent or the trustee for the payment of the principal of or any premium or interest on any debt securities that remains
unclaimed at the end of two years after such principal, premium or interest has become due and payable will be repaid to us, and the holder of the debt
security thereafter may look only to us for payment thereof.

Governing Law

The indenture and the debt securities will be governed by and construed in accordance with the internal laws of the State of New York, except to the
extent that the Trust Indenture Act of 1939 is applicable.
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DESCRIPTION OF WARRANTS

The following description, together with the additional information we may include in any applicable prospectus supplement and free writing
prospectus, summarizes the material terms and provisions of the warrants that we may offer under this prospectus, which may consist of warrants to
purchase common stock, preferred stock or debt securities and may be issued in one or more series. Warrants may be offered independently or in
combination with common stock, preferred stock or debt securities offered by any prospectus supplement. While the terms we have summarized below
will apply generally to any warrants that we may offer under this prospectus, we will describe the particular terms of any series of warrants in more
detail in the applicable prospectus supplement. The following description of warrants will apply to the warrants offered by this prospectus unless we
provide otherwise in the applicable prospectus supplement. The applicable prospectus supplement for a particular series of warrants may specify
different or additional terms.

We have filed forms of the warrant agreements and forms of warrant certificates containing the terms of the warrants that may be offered as exhibits to
the registration statement of which this prospectus is a part. We will file as exhibits to the registration statement of which this prospectus is a part, or will
incorporate by reference from reports that we file with the SEC, the form of warrant and/or the warrant agreement and warrant certificate, as applicable,
that contain the terms of the particular series of warrants we are offering, and any supplemental agreements, before the issuance of such warrants. The
following summaries of material terms and provisions of the warrants are subject to, and qualified in their entirety by reference to, all the provisions of
the form of warrant and/or the warrant agreement and warrant certificate, as applicable, and any supplemental agreements applicable to a particular
series of warrants that we may offer under this prospectus. We urge you to read the applicable prospectus supplement related to the particular series of
warrants that we may offer under this prospectus, as well as any related free writing prospectus, and the complete form of warrant and/or the warrant
agreement and warrant certificate, as applicable, and any supplemental agreements, that contain the terms of the warrants.

General

We will describe in the applicable prospectus supplement the terms of the series of warrants being offered, including, to the extent applicable:
 

 •  the offering price and aggregate number of warrants offered;
 

 •  the currency for which the warrants may be purchased;
 

 •  the designation and terms of the securities with which the warrants are issued and the number of warrants issued with each such security or
each principal amount of such security;

 

 •  the date on and after which the warrants and the related securities will be separately transferable;
 

 •  in the case of warrants to purchase debt securities, the principal amount of debt securities purchasable upon exercise of one warrant and the
price at, and currency in which, this principal amount of debt securities may be purchased upon such exercise;

 

 •  in the case of warrants to purchase common stock or preferred stock, the number of shares of common stock or preferred stock, as the case
may be, purchasable upon the exercise of one warrant and the price at which these shares may be purchased upon such exercise;

 

 •  the effect of any merger, consolidation, sale or other disposition of our business on the warrant agreements and the warrants;
 

 •  the terms of any rights to redeem or call the warrants;
 

 •  any provisions for changes to or adjustments in the exercise price or number of securities issuable upon exercise of the warrants;
 

 •  the dates on which the right to exercise the warrants will commence and expire;
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 •  the manner in which the warrant agreements and warrants may be modified;
 

 •  a discussion of material United States federal income tax consequences of holding or exercising the warrants;
 

 •  the terms of the securities issuable upon exercise of the warrants; and
 

 •  any other specific terms, preferences, rights or limitations of or restrictions on the warrants.

Before exercising their warrants, holders of warrants will not have any of the rights of holders of the securities purchasable upon such exercise,
including:
 

 •  in the case of warrants to purchase common stock or preferred stock, the right to receive dividends, if any, or, payments upon our
liquidation, dissolution or winding up or to exercise voting rights, if any; or

 

 •  in the case of warrants to purchase debt securities, the right to receive payments of principal of, or premium, if any, or interest on, the debt
securities purchasable upon exercise or to enforce covenants in the applicable indenture.

Exercise of Warrants

Each warrant will entitle the holder to purchase the securities that we specify in the applicable prospectus supplement at the exercise price that we
describe in the applicable prospectus supplement. Unless we otherwise specify in the applicable prospectus supplement, holders of the warrants may
exercise the warrants at any time up to the specified time on the expiration date that we set forth in the applicable prospectus supplement. After the close
of business on the expiration date, unexercised warrants will become void.

Unless we otherwise specify in the applicable prospectus supplement, holders of the warrants may exercise the warrants by delivering the warrant or
warrant certificate representing the warrants to be exercised together with specified information, and paying the required amount to the warrant agent, if
applicable, in immediately available funds, as provided in the applicable prospectus supplement. We will set forth on the reverse side of any warrant
certificate and in the applicable prospectus supplement the information that the holder of the warrant will be required to deliver to any warrant agent in
connection with the exercise of the warrant.

Upon receipt of payment and the warrant or warrant certificate, as applicable, properly completed and duly executed at the corporate trust office of the
warrant agent, if any, or any other office, including ours, indicated in the prospectus supplement, we will, as soon as practicable, issue and deliver the
securities purchasable upon such exercise. If fewer than all of the warrants (or the warrants represented by such warrant certificate) are exercised, a new
warrant or a new warrant certificate, as applicable, will be issued for the remaining warrants.

Governing Law

Unless we provide otherwise in the applicable prospectus supplement, the warrants and warrant agreements, and any claim, controversy or dispute
arising under or related to the warrants or warrant agreements, will be governed by and construed in accordance with the laws of the State of New York.

Enforceability of Rights by Holders of Warrants

Each warrant agent, if any, will act solely as our agent under the applicable warrant agreement and will not assume any obligation or relationship of
agency or trust with any holder of any warrant. A single bank or trust company may act as warrant agent for more than one issue of warrants. A warrant
agent will have no duty or responsibility in case of any default by us under the applicable warrant agreement or warrant, including any duty or
responsibility to initiate any proceedings at law or otherwise, or to make any demand upon us. Any holder of a warrant may, without the consent of the
related warrant agent or the holder of any other warrant, enforce by appropriate legal action its right to exercise, and receive the securities purchasable
upon exercise of, its warrants.
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LEGAL OWNERSHIP OF SECURITIES

We can issue securities in registered form or in the form of one or more global securities. We describe global securities in greater detail below. We refer
to those persons who have securities registered in their own names on the books that we or any applicable trustee, depositary or warrant agent maintain
for this purpose as the “holders” of those securities. These persons are the legal holders of the securities. We refer to those persons who, indirectly
through others, own beneficial interests in securities that are not registered in their own names, as “indirect holders” of those securities. As we discuss
below, indirect holders are not legal holders, and investors in securities issued in book-entry form or in street name will be indirect holders.

Book-Entry Holders

We may issue securities in book-entry form only, as we will specify in the applicable prospectus supplement. This means securities may be represented
by one or more global securities registered in the name of a financial institution that holds them as depositary on behalf of other financial institutions
that participate in the depositary’s book-entry system. These participating institutions, which are referred to as participants, in turn, hold beneficial
interests in the securities on behalf of themselves or their customers.

Only the person in whose name a security is registered is recognized as the holder of that security. Securities issued in global form will be registered in
the name of the depositary or its participants. Consequently, for securities issued in global form, we will recognize only the depositary as the holder of
the securities, and we will make all payments on the securities to the depositary. The depositary passes along the payments it receives to its participants,
which in turn pass the payments along to their customers who are the beneficial owners. The depositary and its participants do so under agreements they
have made with one another or with their customers; they are not obligated to do so under the terms of the securities.

As a result, investors in a global security will not own securities directly. Instead, they will own beneficial interests in a global security, through a bank,
broker or other financial institution that participates in the depositary’s book-entry system or holds an interest through a participant. As long as the
securities are issued in global form, investors will be indirect holders, and not legal holders, of the securities.

Street Name Holders

We may terminate a global security or issue securities in non-global form. In these cases, investors may choose to hold their securities in their own
names or in “street name.” Securities held by an investor in street name would be registered in the name of a bank, broker or other financial institution
that the investor chooses, and the investor would hold only a beneficial interest in those securities through an account he or she maintains at that
institution.

For securities held in street name, we or any applicable trustee or depositary will recognize only the intermediary banks, brokers and other financial
institutions in whose names the securities are registered as the holders of those securities, and we or any applicable trustee or depositary will make all
payments on those securities to them. These institutions pass along the payments they receive to their customers who are the beneficial owners, but only
because they agree to do so in their customer agreements or because they are legally required to do so. Investors who hold securities in street name will
be indirect holders, not holders, of those securities.

Legal Holders

Our obligations, as well as the obligations of any applicable trustee and of any third parties employed by us or a trustee, run only to the legal holders of
the securities. We do not have obligations to investors who hold beneficial interests in global securities, in street name or by any other indirect means.
This will be the case whether an investor chooses to be an indirect holder of a security or has no choice because we are issuing the securities only in
global form.
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For example, once we make a payment or give a notice to the legal holder, we have no further responsibility for the payment or notice even if that legal
holder is required, under agreements with its participants or customers or by law, to pass it along to the indirect holders but does not do so. Similarly, we
may want to obtain the approval of the legal holders to amend an indenture, to relieve us of the consequences of a default or of our obligation to comply
with a particular provision of the indenture or for other purposes. In such an event, we would seek approval only from the holders, and not the indirect
holders, of the securities. Whether and how the legal holders contact the indirect holders is up to the legal holders.

Special Considerations for Indirect Holders

If you hold securities through a bank, broker or other financial institution, either in book-entry form because the securities are represented by one or
more global securities or in street name, you should check with your own institution to find out:
 

 •  how it handles securities payments and notices;
 

 •  whether it imposes fees or charges;
 

 •  how it would handle a request for the holders’ consent, if ever required;
 

 •  whether and how you can instruct it to send you securities registered in your own name so you can be a holder, if that is permitted in the
future;

 

 •  how it would exercise rights under the securities if there were a default or other event triggering the need for holders to act to protect their
interests; and

 

 •  if the securities are in book-entry form, how the depositary’s rules and procedures will affect these matters.

Global Securities

A global security is a security that represents one or any other number of individual securities held by a depositary. Generally, all securities represented
by the same global securities will have the same terms.

Each security issued in book-entry form will be represented by a global security that we issue to, deposit with and register in the name of a financial
institution or its nominee that we select. The financial institution that we select for this purpose is called the depositary. Unless we specify otherwise in
the applicable prospectus supplement, DTC will be the depositary for all securities issued in book-entry form.

A global security may not be transferred to or registered in the name of anyone other than the depositary, its nominee or a successor depositary, unless
special termination situations arise. We describe those situations below under “Special Situations When a Global Security Will Be Terminated.” As a
result of these arrangements, the depositary, or its nominee, will be the sole registered owner and legal holder of all securities represented by a global
security, and investors will be permitted to own only beneficial interests in a global security. Beneficial interests must be held by means of an account
with a broker, bank or other financial institution that in turn has an account with the depositary or with another institution that does. Thus, an investor
whose security is represented by a global security will not be a legal holder of the security, but only an indirect holder of a beneficial interest in the
global security.

If the prospectus supplement for a particular security indicates that the security will be issued in global form only, then the security will be represented
by a global security at all times unless and until the global security is terminated. If termination occurs, we may issue the securities through another
book-entry clearing system or decide that the securities may no longer be held through any book-entry clearing system.
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Special Considerations for Global Securities

The rights of an indirect holder relating to a global security will be governed by the account rules of the investor’s financial institution and of the
depositary, as well as general laws relating to securities transfers. We do not recognize an indirect holder as a holder of securities and instead deal only
with the depositary that holds the global security.

If securities are issued only in the form of a global security, an investor should be aware of the following:
 

 •  an investor cannot cause the securities to be registered in his or her name, and cannot obtain non-global certificates for his or her interest in
the securities, except in the special situations we describe below;

 

 •  an investor will be an indirect holder and must look to his or her own bank, broker or other financial institution for payments on the
securities and protection of his or her legal rights relating to the securities, as we describe above;

 

 •  an investor may not be able to sell interests in the securities to some insurance companies and to other institutions that are required by law to
own their securities in non-book-entry form;

 

 •  an investor may not be able to pledge his or her interest in a global security in circumstances where certificates representing the securities
must be delivered to the lender or other beneficiary of the pledge in order for the pledge to be effective;

 

 •  the depositary’s policies, which may change from time to time, will govern payments, transfers, exchanges and other matters relating to an
investor’s interest in a global security;

 

 •  we and any applicable trustee have no responsibility for any aspect of the depositary’s actions or for its records of ownership interests in a
global security, nor do we or any applicable trustee supervise the depositary in any way;

 

 •  the depositary may, and we understand that DTC will, require that those who purchase and sell interests in a global security within its book-
entry system use immediately available funds, and your bank, broker or other financial institution may require you to do so as well; and

 

 •  financial institutions that participate in the depositary’s book-entry system, and through which an investor holds its interest in a global
security, may also have their own policies affecting payments, notices and other matters relating to the securities.

There may be more than one financial intermediary in the chain of ownership for an investor. We do not monitor and are not responsible for the actions
of any of those intermediaries.

Special Situations When a Global Security Will Be Terminated

In a few special situations described below, the global security will terminate and interests in it will be exchanged for physical certificates representing
those interests. After that exchange, the choice of whether to hold securities directly or in street name will be up to the investor. Investors must consult
their own banks, brokers or other financial institutions to find out how to have their interests in securities transferred to their own name, so that they will
be direct holders. We have described the rights of holders and street name investors above.

Unless we provide otherwise in the applicable prospectus supplement, the global security will terminate when the following special situations occur:
 

 •  if the depositary notifies us that it is unwilling, unable or no longer qualified to continue as depositary for that global security and we do not
appoint another institution to act as depositary within 90 days;

 

 •  if we notify any applicable trustee that we wish to terminate that global security; or
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 •  if an event of default has occurred with regard to securities represented by that global security and has not been cured or waived.

The prospectus supplement may also list additional situations for terminating a global security that would apply only to the particular series of securities
covered by the applicable prospectus supplement. When a global security terminates, the depositary, and not we or any applicable trustee, is responsible
for deciding the names of the institutions that will be the initial direct holders.
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PLAN OF DISTRIBUTION

We may sell our securities covered by this prospectus in any of three ways (or in any combination):
 

 •  to or through underwriters or dealers;
 

 •  directly to one or more purchasers; or
 

 •  through agents.

We may distribute the securities:
 

 •  from time to time in one or more transactions at a fixed price or prices, which may be changed from time to time;
 

 •  at market prices prevailing at the time of sale;
 

 •  at prices related to the prevailing market prices; or
 

 •  at negotiated prices.

Each time we offer and sell securities covered by this prospectus, we will provide a prospectus supplement or supplements that will describe the method
of distribution and set forth the terms of the offering, including:
 

 •  the name or names of any underwriters, dealers or agents;
 

 •  the amounts of securities underwritten or purchased by each of them;
 

 •  the purchase price of securities and the proceeds we will receive from the sale;
 

 •  any over-allotment options under which underwriters may purchase additional securities from us;
 

 •  any underwriting discounts or commissions or agency fees and other items constituting underwriters’ or agents’ compensation;
 

 •  the public offering price of the securities;
 

 •  any discounts, commissions or concessions allowed or reallowed or paid to dealers; and
 

 •  any securities exchange or market on which the securities may be listed.

Any public offering price and any discounts or concessions allowed or reallowed or paid to dealers may be changed from time to time. We may
determine the price or other terms of the securities offered under this prospectus by use of an electronic auction. We will describe how any auction will
determine the price or any other terms, how potential investors may participate in the auction and the nature of the obligations of the underwriter, dealer
or agent in the applicable prospectus supplement.

Underwriters or dealers may offer and sell the offered securities from time to time in one or more transactions, including negotiated transactions, at a
fixed public offering price or at varying prices determined at the time of sale. If underwriters or dealers are used in the sale of any securities, the
securities will be acquired by the underwriters or dealers for their own account and may be resold from time to time in one or more transactions
described above. The securities may be either offered to the public through underwriting syndicates represented by managing underwriters, or directly
by underwriters or dealers. Generally, the underwriters’ or dealers’ obligations to purchase the securities will be subject to certain conditions precedent.
The underwriters or dealers will be obligated to purchase all of the securities if they purchase any of the securities, unless otherwise specified in the
prospectus supplement. We may use underwriters with whom we have a material relationship. We will describe the nature of any such relationship in the
prospectus supplement, naming the underwriter.

We may sell the securities through agents from time to time. The prospectus supplement will name any agent involved in the offer or sale of the
securities and any commissions we pay to them. Generally, any agent will be
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acting on a best efforts basis for the period of its appointment. We may authorize underwriters, dealers or agents to solicit offers by certain purchasers to
purchase the securities from us at the public offering price set forth in the prospectus supplement pursuant to delayed delivery contracts providing for
payment and delivery on a specified date in the future. The contracts will be subject only to those conditions set forth in the prospectus supplement, and
the prospectus supplement will set forth any commissions we pay for solicitation of these contracts.

Agents, dealers and underwriters may be entitled to indemnification by us against certain civil liabilities, including liabilities under the Securities Act, or
to contribution with respect to payments which the agents, dealers or underwriters may be required to make in respect thereof. Agents, dealers and
underwriters may be customers of, engage in transactions with, or perform services for us in the ordinary course of business.

All securities we may offer, other than common stock, will be new issues of securities with no established trading market. Any underwriters may make a
market in these securities, but will not be obligated to do so and may discontinue any market making at any time without notice. We cannot guarantee
the liquidity of the trading markets for any securities.

Any underwriter may engage in overallotment, stabilizing transactions, short covering transactions and penalty bids in accordance with Regulation M
under the Securities Exchange Act of 1934, as amended. Overallotment involves sales in excess of the offering size, which create a short position. This
short sales position may involve either “covered” short sales or “naked” short sales. Covered short sales are short sales made in an amount not greater
than the underwriters’ over-allotment option to purchase additional securities in this offering described above. The underwriters may close out any
covered short position either by exercising their over-allotment option or by purchasing securities in the open market. To determine how they will close
the covered short position, the underwriters will consider, among other things, the price of securities available for purchase in the open market, as
compared to the price at which they may purchase securities through the over-allotment option. Naked short sales are short sales in excess of the over-
allotment option. The underwriters must close out any naked short position by purchasing securities in the open market. A naked short position is more
likely to be created if the underwriters are concerned that, in the open market after pricing, there may be downward pressure on the price of the
securities that could adversely affect investors who purchase securities in this offering. Stabilizing transactions permit bids to purchase the underlying
security for the purpose of fixing the price of the security so long as the stabilizing bids do not exceed a specified maximum. Penalty bids permit the
underwriters to reclaim a selling concession from a dealer when the securities originally sold by the dealer are purchased in a covering transaction to
cover short positions.

Any underwriters who are qualified market makers on the NASDAQ Global Market may engage in passive market making transactions in our common
stock, preferred stock, warrants and debt securities, as applicable, on the NASDAQ Global Market in accordance with Rule 103 of Regulation M, during
the business day prior to the pricing of the offering, before the commencement of offers or sales of the securities. Passive market makers must comply
with applicable volume and price limitations and must be identified as passive market makers. In general, a passive market maker must display its bid at
a price not in excess of the highest independent bid for such security; if all independent bids are lowered below the passive market maker’s bid,
however, the passive market maker’s bid must then be lowered when certain purchase limits are exceeded.

In compliance with guidelines of the Financial Industry Regulatory Authority, or FINRA, the maximum consideration or discount to be received by any
FINRA member or independent broker dealer may not exceed 8% of the aggregate amount of the securities offered pursuant to this prospectus and any
applicable prospectus supplement.

Similar to other purchase transactions, an underwriter’s purchase to cover the syndicate short sales or to stabilize the market price of our securities may
have the effect of raising or maintaining the market price of our securities or preventing or mitigating a decline in the market price of our securities. As a
result, the price of our securities
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may be higher than the price that might otherwise exist in the open market. The imposition of a penalty bid might also have an effect on the price of the
securities if it discourages resales of the securities.

Neither we nor the underwriters make any representation or prediction as to the effect that the transactions described above may have on the price of the
securities. If such transactions are commenced, they may be discontinued without notice at any time.
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LEGAL MATTERS

Unless otherwise indicated in the applicable prospectus supplement, the validity of the securities offered by this prospectus, and any supplement thereto,
will be passed upon for us by Cooley LLP, Seattle, Washington. 

EXPERTS

The consolidated financial statements of Aptevo Therapeutics Inc. appearing in our Annual Report (Form 10-K) for the year ended December 31, 2016,
have been audited by Ernst & Young LLP, independent registered public accounting firm, as set forth in its report thereon included therein, and
incorporated herein by reference. Such consolidated financial statements are incorporated herein by reference in reliance upon such reports given on the
authority of such firm as experts in accounting and auditing.

WHERE YOU CAN FIND MORE INFORMATION

This prospectus is part of a registration statement we filed with the SEC. This prospectus does not contain all of the information set forth in the
registration statement and the exhibits to the registration statement. For further information with respect to us and the securities we are offering under
this prospectus, we refer you to the registration statement and the exhibits and schedules filed as a part of the registration statement. Neither we nor any
agent, underwriter or dealer has authorized any person to provide you with different information. We are not making an offer of these securities in any
state where the offer is not permitted. You should not assume that the information in this prospectus is accurate as of any date other than the date on the
front page of this prospectus, regardless of the time of delivery of this prospectus or any sale of the securities offered by this prospectus.

We file annual, quarterly and current reports, proxy statements and other information with the SEC. You may read and copy any document we file with
the SEC at the SEC’s public reference room at 100 F Street, N.E., Washington, D.C., 20549. Please call the SEC at 1.800.SEC.0330 for further
information on the operation of the public reference room. Our SEC filings are also available to the public at the SEC’s website at http://www.sec.gov.
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INCORPORATION OF CERTAIN INFORMATION BY REFERENCE

The SEC allows us to “incorporate by reference” the information we file with it, which means that we can disclose important information to you by
referring you to those documents instead of having to repeat the information in this prospectus. The information incorporated by reference is considered
to be part of this prospectus, and later information that we file with the SEC will automatically update and supersede this information. We incorporate by
reference the documents listed below and any future filings (including those made after the date of the initial filing of the registration statement of which
this prospectus is a part and prior to the effectiveness of such registration statement) we will make with the SEC under Sections 13(a), 13(c), 14, or 15(d)
of the Exchange Act until the termination of the offering of the shares covered by this prospectus (other than information furnished under Item 2.02 or
Item 7.01 of Form 8-K):
 

 •  our annual report on Form 10-K for the year ended December 31, 2016, filed with the SEC on March 31, 2017, including the information
specifically incorporated by reference therein from our definitive proxy statement on Schedule 14A, filed on April 14, 2017;

 

 •  our quarterly reports on Form 10-Q for the quarters ended March 31, 2017, June 30, 2017 and September 30, 2017, filed with the SEC on
May 12, 2017, August 10, 2017 and November 13, 2017, respectively;

 

 •  our current reports on Form 8-K, filed with the SEC on January 9, 2017, February 24 2017, June 1, 2017, June 22, 2017, July 20, 2017,
September 1, 2017, September 1, 2017, September 29, 2017 and November 9, 2017; and

 

 •  the description of our common stock set forth in our registration statement on Form 10, filed with the SEC on April 15, 2016, including any
amendments thereto or reports filed for the purposes of updating this description.

You can request a copy of these filings, at no cost, by writing or telephoning us at the following address or telephone number:

Aptevo Therapeutics Inc.
2401 4th Avenue, Suite 1050

Seattle, WA 98121
Attn: General Counsel

This prospectus is part of a registration statement we filed with the SEC. That registration statement and the exhibits filed along with the registration
statement contain more information about us and the shares in this offering. Because information about documents referred to in this prospectus is not
always complete, you should read the full documents which are filed as exhibits to the registration statement. You may read and copy the full
registration statement and its exhibits at the SEC’s public reference rooms or its website.

DISCLOSURE OF COMMISSION’S POSITION ON INDEMNIFICATION FOR SECURITIES ACT LIABILITY

Insofar as indemnification for liabilities arising under the Securities Act may be permitted to directors, officers or persons controlling the Company
pursuant to the foregoing provisions, we have been informed that in the opinion of the SEC, such indemnification is against public policy as expressed
in the Securities Act and is, therefore, unenforceable.
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