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Item 5.02 Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory
Arrangements of Certain Officers.

(®

On March 15, 2023, the Board of Directors of TRACON Pharmaceuticals, Inc. (the “Company”) approved 2023 corporate goals under the Company’s
annual performance-based bonus program. The 2023 corporate goals consist of financial goals, including budgeting and cash runway goals (weighted at
30%), project-based goals, including clinical development, which are centered around the ENVASARC clinical trial, quality assurance, and regulatory
goals (weighted at 60%), and team-based goals, consisting of maintaining corporate culture (weighted at 10%). After the end of the year, the Company’s
Board of Directors will assess the Company’s achievement against the corporate goals, as well as each executive officer’s individual contributions towards
reaching the corporate goals, in determining awards to the Company’s executive officers under its annual performance-based bonus program.

Item 8.01 Other Events.
In connection with recent events, the Company provides the following disclosure of risks related to the Company.

Adverse developments dffecting the financial services industry could adversely affect the Company’s current and projected business operations and its
financial condition and results of operations.

Actual events involving limited liquidity, defaults, non-performance or other adverse developments that affect financial institutions, transactional
counterparties or other companies in the financial services industry or the financial services industry generally, or concerns or rumors about any events of
these kinds or other similar risks, have in the past and may in the future lead to market-wide liquidity problems. For example, on March 10, 2023, Silicon
Valley Bank (“SVB”) was closed by the California Department of Financial Protection and Innovation, which appointed the Federal Deposit Insurance
Corporation as receiver. If any of the Company’s counterparties to any credit agreements and other financial instruments were to be placed into
receivership, the Company may be unable to access such funds. In addition, if any parties with whom the Company conducts business are unable to access
funds pursuant to such instruments or lending arrangements with such a financial institution, such parties’ ability to pay their obligations to the Company or
to enter into new commercial arrangements requiring additional payments to the Company could be adversely affected. In this regard, uncertainty remains
over liquidity concerns in the broader financial services industry. Similar impacts have occurred in the past, such as during the 2008-2010 financial crisis.

Although the Company assesses its banking relationships as it believes necessary or appropriate, the Company’s access to funding sources and other credit
arrangements in amounts adequate to finance or capitalize its current and projected future business operations could be significantly impaired by factors
that affect it, the financial institutions with which the Company has arrangements directly, or the financial services industry or economy in general. These
factors could include, among others, events such as liquidity constraints or failures, the ability to perform obligations under various types of financial,
credit or liquidity agreements or arrangements, disruptions or instability in the financial services industry or financial markets, or concerns or negative
expectations about the prospects for companies in the financial services industry. These factors could involve financial institutions or financial services
industry companies with which the Company has financial or business relationships, but could also include factors involving financial markets or the
financial services industry generally.

The results of events or concerns that involve one or more of these factors could include a variety of material and adverse impacts on the Company’s
current and projected business operations and its financial condition and results of operations. These could include, but may not be limited to, the
following:

. delayed access to deposits or other financial assets or the uninsured loss of deposits or other financial assets; and

. loss of access to revolving existing credit facilities or other working capital sources and/or the inability to refund, roll over or extend the
maturity of, or enter into new credit facilities or other working capital resources.



In addition, investor concerns regarding the U.S. or international financial systems could result in less favorable commercial financing terms, including
higher interest rates or costs and tighter financial and operating covenants, or systemic limitations on access to credit and liquidity sources, thereby making
it more difficult for the Company to acquire financing on acceptable terms or at all. Any decline in available funding or access to its cash and liquidity
resources could, among other risks, adversely impact the Company’s ability to meet its operating expenses, financial obligations or fulfill its other
obligations, result in breaches of its financial and/or contractual obligations or result in violations of federal or state wage and hour laws. Any of these
impacts, or any other impacts resulting from the factors described above or other related or similar factors not described above, could have material adverse
impacts on the Company’s liquidity and its current and/or projected business operations and financial condition and results of operations.

Investors should consider carefully the foregoing risks and uncertainties as well as the risks and uncertainties described in the section entitled “Risk
Factors” contained in the Company’s Annual Report on Form 10-K for the year ended December 31, 2022, as filed with the U.S. Securities and Exchange
Commission (“SEC”) on March 8, 2023, as well as any subsequently filed Quarterly Reports and Annual Reports filed with the SEC.
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Pursuant to the requirements of the Securities Exchange Act of 1934, the Company has duly caused this report to be signed on its behalf by the undersigned
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