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shall indicate the action to which the document 1s intended to be applicable by identifying the

|| named plaintiff and the docket number.

12.  Co-Lead Counsel for plaintiffs for the conduct of this Consolidated Action shall
be Johnson & Weaver, LLP and The Weiser Law Firm, P.C. Plaintiffs' Co-Lead Counsel shall
have authority to speak for plaintiffs in matters regarding pre-trial procedure, trial and settlement
negotiations and shall make all work assignments in such manner as to facilitate the orderly and
efficient prosecution of this litigation and to avoid duplicative or unproductive effort.

13, Plaintiffs’ Co-Lead Counsel shall be responsible for coordinating all activities and
appearances on behalf of plaintiffs and for the dissemination of notices and orders of this Court.
No motion, request for discovery, or other pre-trial or trial proceedings will be initiated or filed
By any plaintiff except through plaintiffs’ Co-Lead Counsel.

14.  Defendants’ counsel may rely upon all agreements made with plaintiffs’ Co-Lead
Counsel and such agreements shall be binding on all plaintiffs.

15.  The terms of this Order shall not have the effect of making any person, firm, or
corporation a party to any action in which he, she; or it has not been named, served, or added as
such in accordance with the Federal Rules of Civil Procedure and other relevant authority. ‘

16.  Waiving only the defenses of insufficiency of process and insufficiency of service
of process, and expressly preserving all other defenses and rights, the undersigned Defendants’
counsel, on behalf of each named Defendant, acknowledge service of the complaint in each of
the above-captioned actions. Defendants are hereby. expressly relieved from answering or
otherwise responding to these individual complaints or ai:ly complaint filed in any subsequent
civil action that is comsolidated and/or transferred to this Court as part of In re Galectin
Therapeutics, Inc. Derivative Litigation, Lead Case No. 3:14-CV-00402-HDM-VPC. Following

consolidation, the parties will meet and confer regarding further scheduling.
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17. The counsolidation of the actions is for the procedural and administrative
convenience of the Court and the parties and does not constitute a waiver or compromise of any

right any of the parties would otherwise have.

The Stipulation of the parties (#30) is GRANTED.
IT IS SO ORDERED.

DATED this 10th day of September, 2014.

sbwrnt? O 1O RML

UNITED STATES DISTRICT JUDGE
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From: cmecf@nvd.uscourts.gov

Sent: Wednesday, September 10, 2014 4:.04 PM

To: cmecfhelpdesk@nvd.uscourts.gov

Subject: Activity in Case 2:14-cv-01383-RCJ-WGC Yip v. Traber et al Reassign Judge Minute
Order

This is an automatic e-mail message generated by the CM/ECF system. Please DO NOT RESPOND to
this e-mail because the mail box is unattended.

++*NOTE TO PUBLIC ACCESS USERS*** Judicial Conference of the United States policy permits
attorneys of record and parties in a case (including pro se litigants) to receive one free electronic copy of
all documents filed electronically, if receipt is required by law or directed by the filer. PACER access fees
apply to all other users. To avoid later charges, download a copy of each document during this first
viewing. However, if the referenced document is a transcript, the free copy and 30 page limit do not

apply.
United States District Court
District of Nevada
Notice of Electronic Filing

The following transaction was entered on 9/ 10/2014 at 4:04 PM PDT and filed on 9/10/2014

Case Name: Yip v. Traber et al
Case Number: 2:14-cv-01383-RCJ-WGC
Filer:

Document Number: 20(No document attached)

Docket Text:

MINUTE ORDER IN CHAMBERS of the Honorable Chief Judge Gloria M. Navarro, on 9/10/2014.
By Deputy Clerk: Brenda L. Gorbet. Pursuant to [19] Stipulation to consolidate cases, ITIS
ORDERED that this case is reassigned to District Judge Robert C. Jones and Magistrate
Judge William G. Cobb for all further proceedings. Magistrate Judge Peggy A. Leen and Judge
James C. Mahan no longer assigned to case. All further documents must bear the correct case
number 2:14-cv-1383-RCJ-WGC and must be filed in the base file 3:14-cv-0399-RCJ-WGC. (no
image attached) (Copies have been distributed pursuant to the NEF - BLG)

2:14-cv-01383-RCI-WGC Notice has been electronically mailed to:

Jason D Woodbury jwoodbury@kenvlaw.com, bhildebrand@kcnvlaw.com, jbarnhurst@kcnviaw.com,
landerson@kenvlaw.com

John P. Aldrich jaldrich@johnaldrichlawfirm.com, eleanor@johnaldrichlawfirm.com,
sorme(@johnaldrichlawfirm.com, traci(@johnaldrichlawfirm.com

Robert B. Weiser rw@weiserlawfirm.com
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Jeffrey J. Ciarlanto jjc@weiserlawfirm.com

Brett D. Stecker bds@weiserlawfirm.com

2:14-cv-01383-RCJI-WGC Notice has been delivered by other means to:
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From: cmecf@nvd.uscourts.gov

Sent: Wednesday, September 10, 2014 3:58 PM

To: cmecfhelpdesk@nvd.uscourts.gov

Subject: Activity in Case 3:14-cv-00402-RCJ-WGC Hasbrouck v. Traber et al Reassign Judge

Minute Order

This is an automatic e-mail message generated by the CM/ECF system. Please DO NOT RESPOND to
this e-mail because the mail box is unattended.

#x%*NOTE TO PUBLIC ACCESS USERS*** Judicial Conference of the United States policy permits
attorneys of record and parties in a case (including pro se litigants) to receive one free electronic copy of
all documents filed electronically, if receipt is required by law or directed by the filer. PACER access fees
apply to all other users. To avoid later charges, download a copy of each document during this first
viewing. However, if the referenced document is a transcript, the free copy and 30 page limit do not

apply.
United States District Court
District of Nevada
Notice of Electronic Filing

The following transaction was entered on 9/10/2014 at 3:58 PM PDT and filed on 9/10/2014

Case Name: Hasbrouck v. Traber et al
Case Number: 3:14-cv-00402-RCJ-WGC
Filer:

Document Number: 33(No document attached)

Docket Text:

MINUTE ORDER IN CHAMBERS of the Honorable Chief Judge Gloria M. Navarro, on 9/10/2014.
By Deputy Clerk: Brenda Gorbet. Pursuant to [32] Stipulation to consolidate cases, IT IS
ORDERED that this case is reassigned to District Judge Robert C. Jones and Magistrate
Judge William G. Cobb for all further proceedings. Magistrate Judge Valerie P. Cooke and
District Judge Miranda M. Du no longer assigned to case. All further documents must bear the
correct case number 3:14-cv-402-RCJ-WGC and must be filed in the base file 3:14-cv-0399-
RCJ-WGC.(no image attached) (Copies have been distributed pursuant to the NEF - BLG)

3:14-¢v-00402-RCI-WGC Notice has been electronically mailed to:

Jason D Woodbury jwoodbury@kcnvlaw.com, bhildebrand@kcnvlaw.com, jbarnhurst@kcnvlaw.com,
landerson@kcnvlaw.com

Patrick R. Leverty pat@levertylaw.com, patleverty(@gmail.com, staff(@levertylaw.com

Frank J. Johnson frankj@johnsonandweaver.com, michaelfi@johnsonandweaver.com,
nathanh@johnsonandweaver.com, paralegal@johnsonandweaver.com, shawnf@johnsonandweaver.com

1
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Nathan Hamler nathanh(@johnsonandweaver.com

3:14-cv-00402-RCJ-WGC Notice has been delivered by other means to:
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A-14-706397-B

DISTRICT COURT
CLARK COUNTY, NEVADA

Other Business Court Matters COURT MINUTES December 19, 2014

A-14-706397-B Michael Kirsch, Plaintiff(s)
VS.

Peter Traber, Defendant(s)

December 19,2014  3:00 AM All Pending Motions
HEARD BY: Gonzalez, Elizabeth COURTROOM: R]JC Courtroom 14C
COURT CLERK: Dulce Romea

PARTIES None. Minute order only - no hearing held.
PRESENT:

JOURNAL ENTRIES

- DEFENDANTS' MOTION TO STAY THE CASE IN DEFERENCE TO PRIOR-FILED PARALLEL
DERIVATIVE LITIGATION AND SUPPORTING MEMORANDUM OF LAW...

..PLAINTIFF'S MOTION AND MEMORANDUM IN SUPPORT OF PLAINTIFF'S COUNTER-
MOTION FOR DISQUALIFICATION OF THE COMPANY'S COUNSEL AND MEMORANDUM IN
OPPOSITION TO DEFENDANTS' MOTION TO STAY

COURT ORDERED, given notice of withdrawal, 12/23 /14 hearing VACATED.

The Court having reviewed Motion to Stay and Countermotion for Disqualification and the related
briefing and being fully informed, DENIES BOTH MOTIONS. Counsel for the respective movants
are directed to submit proposed orders consistent with the foregoing within ten (10) days and
distribute a filed copy to all parties involved in this matter. Such order should set forth a synopsis of
the supporting reasons proffered to the Court in briefing. This Decision sets forth the Court's
intended disposition on the subject but anticipates further order of the Court to make such
disposition effective as an order.

Ms. Anderson and Mr. Davis are to be notified by way of minute order to prepare the order and
notify the appropriate parties.

CLERK'S NOTE: A copy of the above minute order was distributed via electronic mail to parties. / dr
12-19-14

PRINT DATE: 12/19/2014 Page 1 of 1 Minutes Date: December 19, 2014
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Electronically Filed

MRCN 01/08/2015 04:04:41 PM
LYSSA S. ANDERSON .
Nevada Bar No. 5781 % t‘ % ey
KAEMPFER CROWELL

8345 West Sunset Road, Suite 250 CLERK OF THE COURT
Las Vegas, Nevada 89113

Telephone: (702) 792-7000

Fax: (702) 796-7181

landerson@kcnvlaw.com
Attorney for Defendants

DISTRICT COURT
CLARK COUNTY, NEVADA

MICHAEL KIRSCH, derivatively on behalf of
GALECTIN THERAPEUTICS, INC., _ Case No. A-14-706397-B

Plaintiff, ~ Dept. No. XI
VS.
PETER G. TRABER; JAMES C. CZIRR; MOTION FOR RECONSIDERATION OF
JACK W. CALLICUTT; GILBERT F. RULING DENYING DEFENDANTS’
AMELIO; KEVIN D. FREEMAN; ARTHUR MOTION TO STAY THE CASE AND
R. GREENBERG; ROD D. MARTIN; JOHN SUPPORTING MEMORANDUM OF
F. MAULDIN; STEVEN PRELACK; POINTS AND AUTHORITIES
HERMAN PAUL PRESSLER, III; and DR.
MARC RUBIN,

Defendants,
-and-
GALECTIN THERAPEUTICS, INC., a
Nevada Corporation,

Nominal Defendant.

COME NOW Defendants Peter G. Traber, James C. Czirr, Jack W. Callicutt, Gilbert F.
Amelio, Kevin D. Freeman, Arthur R. Greenberg, Rod. D. Martin, John F. Mauldin, Steven
Prelack, Herman Paul Pressler, III, and Dr. Marc Rubin (the “Individual Defendants™) and
Nominal Defendant Galectin Therapeutics, Inc. (“Galectin™ or the “Company”) by and through

their undersigned attorney, and hereby submit their Motion for Reconsideration of Ruling

1571930 Page 1 of 9
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Denying Defendants’ Motion to Stay the Case. This Motion is supported by the following

Memorandum of Points and Authorities, the papers and pleadings on file herein, and any oral

argument that may be entertained by this Court.
Respectfully submitted this 8™ day of January, 2015.

KAEMPFER CROWELL

s/ Lyssa S. Anderson

LYSSA S. ANDERSON

Nevada Bar No. 5781

8345 West Sunset Road, Suite 250
Las Vegas, Nevada 89113

Tel:  (702) 792-7000

Fax: (702) 796-7181
landerson@kcnvlaw.com

Attorney for Defendants

1571930
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NOTICE OF MOTION

TO ALL PARTIES AND THEIR COUNSEL OF RECORD:
PLEASE TAKE NOTICE that the undersigned will bring the above and foregoing

Motion for Reconsideration of Ruling Denying Defendants’ Motion to Stay the Case on for

February Chambers

hearing in Department XI, on the E_S__ day of , 2015 at the hour of , Or as
soon thereafter as counsel may be heard.
DATED this 8" day of January, 2015.
KAEMPFER CROWELL

s/ Lyssa S. Anderson

LYSSA S. ANDERSON

Nevada Bar No. 5781

8345 West Sunset Road, Suite 250
Las Vegas, Nevada 89113

Tel:  (702) 792-7000

Fax: (702) 796-7181
landerson@kcnvlaw.com

Attorney for Defendants

1571930 Page 3 0f9
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MEMORANDUM OF POINTS AND AUTHORITIES

L. INTRODUCTION
Reconsideration of the Court’s January 5, 2015 Order denying Defendants’ motion to
stay this case (the “Stay Motion™) is warranted due to a recent development in the prior-filed and
virtually identical federal derivative litigation styled /n re Galectin Therapeutics, Inc. Derivative
Litigation, formerly pending before Judge Robert C. Jones in the United States District Court for
the District of Nevada (the “Federal Derivative Action”). Specifically, at approximately 1:55
p.m. PST on January 5, 2015—after this Court had (1) issued a December 19, 2014 minute order
indicating its intent to deny the Stay Motion and (it) signed its Order denying the Stay Motion
(which was entered at 8:08 a.m. PST on January 5), Judge Jones granted the motions of the
defendants in the Federal Derivative Action and the factually-related putative securities class
action (the “Securities Action™) to transfer both the Federal Derivative Action and the Securities
Action to the United States District Court for the Northern District of Georgia. See generally,
Exhibit A hereto (the “Transfer Order™).
In ordering the Federal Derivative Action and the Securities Action transferred to the
Northern District of Georgia, Judge Jones held:
First, since the Court finds that transferring the [Securities Action]
Action to Georgia serves the parties, the witnesses, and the interest
of justice, it makes sense to transfer [the Federal Derivative

Action] as well so that multiple forums are not deciding similar,
if not identical, factual and legal questions.

* % X

Whether Galectin made misrepresentations or omissions regarding
GR-MD-02 will be central to the [Securities Action], and that issue
will also have important bearing on whether the [Federal
Derivative Action] Defendants breached their fiduciary duties.
Accordingly, the Court finds that the [Securities Action] and the
[Federal Derivative Action] “are similar enough that they should
be considered by the same court in order to conserve judicial
resources and prevent inconsistent rulings.”

1571930 Page 4 Of9
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Id. (quoting Amazon.com v. Cendant Corp., 404 F. Supp. 2d 1256, 1261 (W.D. Wash. 2005))
(emphasis added). Judge Jones further held that the fact that the derivative claims are governed
by Nevada state law did not weigh against transfer of the Federal Derivative Action, because
“the Court sees no reason why a federal court in Georgia could not effectively resolve the
supplemental issues in this case that are controlled by Nevada law.” Id., pp. 12-13.

Following the Transfer Order, the Federal Derivative Action and the Securities Action
were both assigned to Judge Steve C. Jones in the Northern District of Georgia, Atlanta Division,
where the Company’s headquarters and most of its executive team are located.

Defendants respectfully submit that the fact that the Federal Derivative Action and the
Securities Action are now both set to proceed before the same judge in the Northern District of
Georgia (a fact which was not known at the time this Court reached its decision to deny the Stay
Motion) warrants reconsideration of this Court’s Order for the reasons stated in the Transfer
Order. Plaintiff in this derivative case is asserting substantively identical derivative claims—
allegedly for Galectin’s benefit—as the plaintiffs in the Federal Derivative Action. Not only
would allowing this case to proceed in tandem with the Federal Derivative Action result in a
needless duplication of judicial resources in this Court and the federal court in Georgia, it would
also present a risk of inconsistent judicial determinations. As Nevada U.S. District Judge Robert
Jones correctly observed, that duplication of judicial resources and risk of inconsistent
adjudications can be avoided if a single judge presides over all of the derivative claims and the
Securities Action. Id., p. 12. Accordingly, to avoid unnecessary duplication of limited judicial
resources and a risk of inconsistent rulings and conserve the resources of the parties, including
those of Galectin, for whose benefit this action is allegedly bought, Defendants respectfully
submit that this derivative action, which asserts substantially similar claims as the Federal

Derivative Action, should be stayed.

1571930 Page 5 0f9
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IL APPLICABLE LEGAL STANDARDS

This Court has the inherent authority to reconsider its prior orders. See Trail v. Faretto,
91 Nev. 401, 536 P.2d 1026 (1975) (“[A] court may, for sufficient cause shown, amend, correct,
resettle, modify or vacate, as the case may be, an order previously made and entered on the
motion in the progress of the cause or proceeding.”); see also Barry v. Lindner, 119 Nev. 661, 81
P.3d 537, 543 (2003) (NRCP 54(b) permits a district court to revise orders at any time before the
entry of final judgment). In addition, NRCP 60(b) provides the district court with discretionary
power to relieve the litigant from a final judgment “upon such terms as are just.” Deros v. Stern,
87 Nev. 148, 151, 483 P.2d 648 (1971).

111. ARGUMENT AND CITATION OF LEGAL AUTHORITIES

Judge Jones’s January 5, 2015 Transfer Order is a development that occurred after this
Court reached its decision to deny Defendants’ Stay Motion, which Defendants respectfully
submit warrants reconsideration of this Court’s previous order. Judge Jones’s Transfer Order
means that the Federal Derivative Action and the Securities Action will now proceed before the
same judge in the same court. At the time this Court was evaluating Defendants’ Stay Motion, it
was unclear whether the cases would go forward in the same court.

Although this Court has discretion in managing its own docket, including whether or not
to stay this case, Defendants respectfully submit that the fact that the Federal Derivative Action
and the Securities Action are now certain to proceed before the same judge in the same court,
where the Company’s headquarters are located, significantly strengthens the considerations of
judicial economy and conservation of resources underlying Defendants’ Stay Motion, thereby
warranting reconsideration of this Court’s prior ruling. The derivative claims alleged in this case
are functionally identical to those in the Federal Derivative Action, and, as Judge Robert Jones

observed, the derivative claims have substantial factual and legal overlap with the claims in the

1571930 Pag66 Of9
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Securities Action. See Ex. A, p. 12. The court(s) adjudicating the derivative claims and the
Securities Action will be called upon to decide a number of “similar, if not identical, factual and
legal questions,” including “[w]hether Galectin made misrepresentations or omissions regarding
GR-MD-02.” Id. In order to “conserve judicial resources and prevent inconsistent rulings,”
these issues should be considered and decided by the same judge. Id Accordingly, this
derivative case, which asserts the same derivative claims as the Federal Derivative Action, now
should be stayed to avoid duplication of judicial resources and a risk of inconsistent rulings.’
Defendants respectfully submit that reconsideration and amendment of this Court’s prior order
are therefore appropriate under these circumstances.
IV. CONCLUSION

Defendants respectfully submit that Judge Jones’ recent Transfer Order, and the fact that
the Federal Derivative Action and the Securities Action are now both set to proceed before the
same judge in the U.S. District Court for the Northern District of Georgia, supply new and
additional grounds upon which this Court should reconsider its prior order denying Defendants’
Stay Motion. Accordingly, in light of the Transfer Order, and in the interests of promoting
judicial economy and avoiding inconsistent results, Defendants respectfully request that the
/17
/17
/17
/1]
iy

vy

' In addition, as Judge Robert Jones’s Transfer Order makes clear, the fact that the derivative claims are governed
by Nevada state law does not require the derivative claims to be litigated in Nevada State Court, because the federal
court in Georgia is capable of applying Nevada law to the claims. Id., pp. 12-13. Indeed, given the transfer of the

1571930 Page 7 Of9 ‘
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Court reconsider its prior order and stay this case in favor of the previously-filed and
substantially similar Federal Derivative Action.
Respectfully submitted this g™ day of January, 2015.

KAEMPFER CROWELL

s/ Lyssa S. Anderson

LYSSA S. ANDERSON

Nevada Bar No. 5781

8345 West Sunset Road, Suite 250
Las Vegas, Nevada 89113

Tel:  (702) 792-7000

Fax: (702) 796-7181
landerson@kcnvlaw.com

Attorney for Defendants

Federal Derivative Action to the Northern District of Georgia, the federal court in Georgia will be called upon to
adjudicate the derivative claims and apply governing Nevada law, regardless of whether or not this action is stayed.

Page 8 of 9
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CERTIFICATE OF SERVICE

I hereby certify that, this day, I forwarded copies of the foregoing MOTION FOR
RECONSIDERATION OF RULING DENYING DEFENDANTS’ MOTION TO STAY
THE CASE AND SUPPORTING MEMORANDUM OF POINTS AND AUTHORITIES by
ECF and/or U.S. Mail to the following attorneys of record:

Natasha A. Landrum, Esq.

David S. Davis, Esq.

LEE, HERNANDEZ, LANDRUM
& GAROFALO

7575 Vegas Drive, Suite 150

Las Vegas, Nevada 89128

Edward W. Miller, Esq.

Joshua M. Lifshitz, Esq.
LIFSHITZ AND MILLER

821 Franklin Avenue, Suite 209
Garden City, New York 11530

DATED this 8" day of January, 2015.

/s/ Becky Hildebrand
an employee of Kaempfer Crowell

1571930 Pageg Of9
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Case 3:14-cv-00399-RCJI-WGC Document 85 Filed 01/05/15 Page 1 of 13

UNITED STATES DISTRICT COURT
DISTRICT OF NEVADA

IN RE GALECTIN THERAPEUTICS, INC.
SECURITIES LITIGATION,

3:14-cv-399-RCJ

ORDER

This case arises from Galectin Therapeutics, Inc.’s (“Galectin™) alleged violation of the
Securities Exchange Act of 1934 (“the Exchange Act™). This case is the consolidation of
multiple suits brought by Galectin shareholders claiming that Galectin engaged in securities
fraud. There are various motions pending in this action, but the Court presently addresses only
Defendants” Motions to Transfer (ECF Nos. 23, 27) the case to the Northern District of Georgia.
For the reasons contained herein, the motions are GRANTED.

L FACTS AND PROCEDURAL HISTORY

Galectin is a publicly-traded Nevada corporation with its principal place of business in
Norcross, Georgia. (Callicutt Decl. § 4, ECF No. 23-1). Galectin is a development stage
company engaged in researching and developing therapies for fibrotic disease and cancer.
(Compl. § 2, ECF No. 1). As part of its business efforts, Galectin developed GR-MD-02, “a
complex polysaccharide polymer for the treatment of liver fibrosis and fatty liver disease.” (Id.).
Plaintiffs allege that Defendants issued false and misleading statements regarding GR-MD-02

that caused Galectin’s stock to trade at artificially inflated prices. (/d. § 3). Specifically, Galectin

AP
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Case 3:14-cv-00399-RCI-WGC Document 85 Filed 01/05/15 Page 2 of 13

issued a series of press releases claiming that GR-MD-02 provided certain benefits and was
achieving exceptional results in clinical trials. (/d. § 20). On July 24, 2014, an article was posted

online by a company called Emerging Growth that claimed that Galectin was “nipping at [the]

heels” of its competitors in developing an effective drug for treating fatty liver disease. (/d. § 27).

However, starting on July 25, 2014, news articles began to surface claiming that Emerging
Growth was a stock promoting company that Galectin hired to entice investors to buy its stock.
(Id. 9 30-32). On July 29, 2014, an article titled “Galectin Drug is a Fatty Liver Flop” was
published on TheStreet.com claiming that GR-MD-02 was ineffective and that Galectin had
misrepresented the drug’s success. (Id. § 34). As aresult, Galectin’s stock prices fell by nearly
69%. (Id. § 36).

In response to the allegations that Emerging Growth was hired by Galectin to inflate the
value of its stock, three separate class action lawsuits were filed in this District by shareholders
of Galectin stock. Each plaintiff named Galectin as well as Peter Traber, Galectin’s CEO, Jack
Callicutt, Galectin’s CFO, and James Czirr, Chairman of Galectin’s Board of Directors, as
defendants (collectively “the Class Action Defendants™). The plaintiffs claimed that Galectin
intentionally misrepresented the success of GR-MD-02 in violation of Section 10(b) and Section
20(a) of the Exchange Act. These actions were eventually consolidated into a single case (“the
Class Action™). (Order to Consolidate, ECF No. 6). Shortly thereafter, the Class Action
Defendants filed a motion to transfer venue to the Northern District of Georgia. (ECF No. 23).
Prior to filing the motion, counsel for the Class Action Defendants contacted the attorneys of the
individual plaintiffs to determine whether the plaintiffs would oppose the transfer. (Lee Decl. 1
15, ECF No. 23-2). Counsel indicated that their clients did not oppose a transfer. (Jd.). Based

on this exchange, the Class Action Defendants represented that their motion was “unopposed.”
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Case 3:14-cv-00399-RCJ-WGC Document 85 Filed 01/05/15 Page 3 of 13

Meanwhile, two other Galectin shareholders each filed a derivative lawsuit against
Galectin’s executive officers and members of its Board of Directors (collectively “the Derivative
Action Defendants™), including Traber, Callicutt, and Czirr, claiming a violation of Section 14(a)
of the Exchange Act and a breach of fiduciary duties. These cases were also consolidated and
transferred to this Court (“the Derivative Action™). (See Hasbrouck v. Traber et al., No. 3:14-cv-
402-RCI-WGC, ECF Nos. 32, 33). The Derivative Action Defendants also filed a motion to
transfer venue in the Derivative Action. (ECF No. 27). As with the first motion, this motion was
represented as “unopposed” because counsel for the plaintiffs in the Derivative Action indicated
that their clients did not oppose the transfer. (Lee Decl. 11 § 4, ECF No. 27-2). However, on
October 2, 2014, an opposition to both motions to transfer was filed by the Castillo Group. (ECF
No. 43). The Castillo Group was not a filing plaintiff in any of the original lawsuits that were
consolidated, but it currently seeks to be “lead plaintiff” in the Class Action. The Castillo Group
claims that its status as a potential class member and lead plaintiff in the Class Action gives it
standing to oppose transfer in the Class Action. The Castillo Group does not explain how it has
standing to challenge the Derivative Action Defendants’ motion to transfer. The Court,
nevertheless, will consider its arguments.

IL. LEGAL STANDARD

Under Section 1404(a), the district court has discretion “to adjudicate motions for transfer
according to an ‘individualized, case-by-case consideration of convenience and fairness.””
Stewart Org., Inc. v. Ricoh Corp., 487 U.S. 22, 29 (1988) (citation omitted). “The statute has
two requirements on its face: (1) that the district to which defendants seek to have the action
transferred is one in which the action might have been brought, and (2) that the transfer be for

the convenience of parties and witnesses, and in the interest of justice.” Amazon.com v. Cendant
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Corp., 404 F. Supp. 2d 1256, 1259 (W.D. Wash. 2005). The burden is on the party requesting
transfer to demonstrate that these requirements are met. Commodity Futures Trading Comm’n v.
Savage, 611 F.2d 270, 279 (9th Cir. 1979).

A motion to transfer venue “requires the court to weigh multiple factors in its
determination whether transfer is appropriate in a particular case.” Jones v. GNC Franchising,
Inc., 211 F.3d 495, 498 (9th Cir. 2000). Factors to consider include “(1) the location where the
relevant agreements were negotiated and executed, (2) the state that is most familiar with the
governing law, (3) the plaintiff’s choice of forum, (4) the respective parties’ contacts with the
forum, (5) the contacts relating to the plaintiff’s cause of action in the chosen forum, (6) the
differences in the costs of litigation in the two forums, (7) the availability of compulsory process
to compel attendance of unwilling non-party witnesses, and (8) the ease of access to sources of
proof.” Id. A court considering transfer may also weigh the “interest of conserving judicial
resources and practical considerations which will facilitate a final resolution of the litigation in
an expeditious and inexpensive manner.” Reiffin v. Microsofi Corp., 104 F. Supp. 2d 48, 55
(D.D.C. 2000) (quoting Harris v. Republic Airlines, 699 F. Supp. 961, 962 (D.D.C. 1988)).

II1. DISCUSSION

Although both the Class Action and the Derivative Action are filed under the same case
number, they are technically two separate cases with a common factual nexus. Accordingly, the
Court considers each motion separately to determine whether transfer is warranted in either case.

A. Motion to Transfer the Class Action (ECF No. 23)

“The ‘preliminary inquiry is whether the action sought to be transferred is one that might
have been brought in the transferee court.”” In re ArtheroGenics Sec. Litig., No. 05 Civ. 00061,

2006 WL 851708, at *2 (S.D.N.Y. Mar. 31, 2006) (citation omitted). The Exchange Act allows
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for venue in any district “wherein the defendant is found or is an inhabitant or transacts
business.” 15 U.S.C. § 78aa. Galectin’s principal place of business is located in the Northern
District of Georgia and it certainly transacts business there. Accordingly, the Class Action could
have been brought in that district. Therefore, the Court finds that the Class Action pending in
this District “might have been brought™ in the Northern District of Georgia. 28 U.S.C. § 1404(a).
The Court now addresses whether a transfer would be for the convenience of the parties and in
the interests of justice. Amazon.com, 404 F. Supp. 2d at 1259.
1. Convenience of the parties

The Class Action Defendants argue that the Northern District of Georgia is the forum
most convenient to the parties in this litigation. The Court agrees. Most importantly, Galectin’s
headquarters and principal place of business is located in Norcross, Georgia. Traber and
Callicutt are also residents of Georgia. Galectin further claims that it has no employees in
Nevada and that all other employees that may potentially assist with this litigation are likewise
located in Georgia. (Callcutt Decl. 9 5-6). In fact, of all the Class Action Defendants, it appears
that only Czirr lives outside Georgia, though he does not live in Nevada. Indeed, if the Class
Action Defendants were required to defend themselves in Nevada, there is a “real risk of
disrupting company operations” due to the amount of travel that may be necessary. In re Hanger
Orthopedic Grp., Inc. Sec. Litig., 418 F. Supp. 2d 164, 169 (E.D.N.Y. 2006) (finding
convenience of the parties a compelling reason for transfer where the individual defendants made]
up the core of the company’s senior management).

On the other hand, it is unlikely that there would be any inconvenience imposed on the
plaintiffs in the Class Action if it were transferred to Georgia. Because this case involves the

alleged violation of federal securities laws by a publicly-traded company, the plaintiffs will
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presumably be located all over the country. See id. (citation omitted) (stating that lead plaintiffs
in a class action “are simply representatives of a putative class that will likely be ‘geographically
dispersed throughout the United States’”). The probable diversity of the plaintiffs® locations thus
indicates that Géorgia and Nevada are likely of equal convenience. Moreover, it does not appear
from the record that any of the filing plaintiffs reside in Nevada. The Castillo Group asserts that
it finds this District to be most convenient and would prefer to litigate the case in Nevada.
However, the Castillo Group is not currently a plaintiff in any of the consolidated cases.
Although it hopes to be named lead plaintiff in the Class Action, the Castillo Group is currently
in the exact same position as a number of other groups and individuals also seeking to be named
lead in this case against Galectin. Since lead plaintiff’s choice of forum is given only moderate
weight when considering a motion to transfer a class action lawsuit, see In re AtheroGenics,
2006 WL 851708, at *3, the Castillo Group’s preference is even less controlling. Moreover, the
Castillo Group does not claim to reside in Nevada, and it does not explain why it finds Nevada to
be the more convenient forum. Thus, the Court finds that the Castillo Group’s choice of forum
deserves little weight. Therefore, the Court finds that this factor weighs in favor of transfer.
2. Convenience of the witnesses

“The convenience of the witnesses is usually the most important factor to consider in
deciding whether to transfer an action.” In re Yahoo! Inc., No. CV 07-3125CAS, 2008 WL
707405, at *3 (C.D. Cal. Mar. 10, 2008). The witnesses identified by the Class Action
Defendants include a number of Galectin employees, all of whom are residents of Georgia. And
as previously stated Traber and Callicutt, who undoubtedly will be key witnesses in this case, are
both residents of Georgia. Indeed, all potential witnesses in the Class Action that have been

identified live either in or near Georgia. (See Callicutt Decl. § 4-5). To dispute this point, the
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Castillo Group asserts that employees of Emerging Growth are also likely witnesses in this case
and that Emerging Growth is a Montana company with its employees residing in Montana. The
Castillo Group, however, offers no declarations or other evidence to support these claims.
Nevertheless, even if these assertions are true and Emerging Growth employees are called as
witnesses in the Class Action, there is little difference in convenience between boarding a
Reno-bound flight and boarding an Atlanta-bound flight beyond the travel time itself. Therefore,
this factor weighs in favor of transfer as well.

3. Interest of Justice

a. Plaintiff’s choice of forum

The plaintiff’s choice of forum should be given considerable weight, Lou v. Belzberg,
834 F.2d 730, 739 (9th Cir. 1987), and the burden rests with the defendant to demonstrate a
“strong showing of inconvenience to warrant upsetting the plaintiff’s choice of forum.” Decker
Coal Co. v. Commonwealth Edison Co., 805 F.2d 834, 843 (9th Cir. 1986). But if the operative
facts have not occurred in the plaintiff’s forum of choice and the forum has no particular interest
in the parties or the subject matter of the case, “the plaintiff’s choice is entitled only to minimal
consideration.” Pac. Car & Foundry Co. v. Pence, 403 F.2d 949, 954 (9th Cir. 1968). Moreover,
“when an individual brings a derivative suit or represents a class, the named plaintiff’s choice of
forum is given less weight.” Lou v, 834 F.2d at 739.

In this case, the various plaintiffs who filed the initial lawsuits do not oppose the transfer
of venue. Counsel to each of those plaiﬁtiffs affirmatively represented to the Class Action
Defendants that their clients do not plan to challenge the transfer. (See Lee Decl. 19 5). If the
filing plaintiffs themselves are indifferent to this Court retaining the Class Action, then it is

difficult to argue that their original choice to sue in this forum deserves deference. Moreover,
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even 1f the Castillo Group had been selected as the lead plaintiff before the Court ruled on this
motion to transfer, its choice of venue would be accorded only moderate weight. See In re
Nematron Corp. Sec. Litig., 30 F. Supp. 2d 397, 405 (S.D.N.Y. 1998). Thus, the plaintiffs’
choice of forum is a neutral factor here.
b. Additional considerations

All additional considerations are either neutral or weigh in favor of transfer in this case.
First, the location of relevant documents favors transfer. See Jones, 211 F.3d at 498 (identifying
ease of access to sources of proof as a relevant factor to the transfer analysis). “Although the
location of relevant documents may be of less significance in light of modern copying and
reproduction technologies, it nonetheless retains at least some relevance to the venue inquiry.” In
re Yahob! Inc., 2008 WL 707405 at *9 (citation omitted). Here, the documents that will be
required in this case are located either in hardcopy at Galectin’s offices in Georgia or are
electronically stored on servers there. (Callicutt Decl. § 8). There will be, therefore, some
measure of increased costs to provide access to relevant documents and records in Nevada. See
In re Nematron, 30 F. Supp. 2d at 404 (finding that the location of documents in Michigan
favored transfer since extra costs would be incurred to copy and ship the documents to New
York). Second, Georgia is the “factual center of this case.” In re AtheroGenics, 2006 WL
851708, at *3. In securities fraud actions, “[m]isrepresentations and omissions are deemed to
‘occur’ in the district where they are transmitted or withheld, not where they are received.” In re
Nematron, 30 F. Supp. 2d at 404 (citation omitted). Here, the press releases that contained the
alleged misrepresentations were all prepared and disseminated from Galectin’s headquarters in
Georgia. (Callcutt Decl. § 7). Third, Nevada’s connection with this litigation is minimal.

Galectin is a Nevada corporation, but that is where the connection to this forum ends. Galectin
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claims to have no employees located in the state and the record does not indicate that Galectin
conducts any more business in Nevada than in any other state. Certainly, Nevada has an interest
in adjudicating a case involving the misrepresentations made by a company organized under its
laws. However, the Court finds that Georgia’s interests are somewhat greater. (Galectin operates
its business within Georgia and issued the alleged misrepresentations from its headquarters in
Georgia. Thus, in addition to its interest in adjudicating the alleged unlawful behavior of a
company that conducts business within its borders, Georgia is also the “center of gravity” in this
case. See In re McDermott Int’l, Inc., No. 08 Civ. 9943 (DC), 2009 WL 1010039, at *5
(S.D.N.Y. Apr. 13, 2009) (holding that transfer was appropriate where the press release at 1ssue
was “generated and disseminated” from the transferee district).

Fourth, both forums are familiar with the applicable law. Since the Class Action alleges
violations of the Exchange Act, the federal courts in either district would have equal familiarity
with the law. Thus, this factor is neutral as to the Class Action. Fifth, the availability of
compulsory processes to compel non-party witnesses is likewise a neutral factor in this case.
Neither party has identified any potential non-party witness that would be unwilling to testify in
this case. And even if the Castillo Group argued that employees of Emerging Growth are likely
to be called as witnesses, nothing in the record indicates that this Court would be in a better
position to issue a subpoena to a Montana resident than a court in the Northern District of
Georgia. See Fed. R. Civ. P. 45(c)(1)(A) (stating that a court may “command a person to attend a
trial, hearing, or deposition only within 100 miles of where the person resides, is employed or

regularly transacts business™).
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Based on the foregoing, the Court, in its discretion, finds that transferring this case to the
Northern District of Georgia serves the convenience of the parties and the witnesses, and is in the
interest of justice. Therefore, Galectin’s motion to transfer the Class Action is GRANTED.

B. Motion to Transfer the Derivative Action (ECF No. 27)

As previously stated, when a court considers a motion to transfer venue, it must first
determine whether the pending action could have been brought in the transferee district. In re
ArtheroGenics, 2006 WL 851708, at *2. Since there is no opposition to the Derivative Action
Defendants’ motion, the Court is not presented with any arguments as to why the Derivative
Action could not have been filed in the Northern District of Georgia.! Based on the Court’s own
review of the complaints in the individual consolidated cases, there does not appear to be any
reason why a federal court in the Northern District of Georgia could not exercise jurisdiction
over the Derivative Action or the individual Derivative Action Defendants. Therefore, the Court
finds that the Derivative Action could have been brought in Georgia. See 28 U.S.C. § 1404(a).

1. Convenience of the parties and witnesses

The arguments under the Derivative Action relating to the convenience of the parties and
the witnesses are essentially identical to those evaluated under the motion to transfer the Class
Action. One variation that the Court notes is the location of a few members of Galectin’s Board
of Directors who are defendants in the Derivative Action. In addition to Traber, Callicutt, and
Czirr, the Derivative Action Defendants are comprised of Rod Martin, Gilbert Amelio, Steven
Prelack, Kevin Freeman, Arthur Greenberg, John Mauldin, Paul Pressler, and Marc Rubin. (See
Hasbrouck v. Traber et al., Compl., ECF No. 1). Amelio and Greenberg are both citizens of
California, while Freeman, Mauldin, and Pressler reside in Texas. (Id. ] 23-25, 27, 29). Czirr

resides in Idaho. (Id. q 21). Further, Martin is a citizen of Florida, Prelack is a citizen of

! The Castillo Group does not address this point in its general opposition to transferring venue.
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Massachusetts, and Rubin is a citizen of New Jersey. (Id. 44 28-30). Thus, with the exception
Amelio, Greenburg, and Czirr the Derivative Action Defendants are located significantly closer
to Georgia than to Nevada. The plaintiffs in the Derivative Action are also located in different
states, with at least one plaintiff residing in Ohio. (/d. 9§ 18). It therefore appears that Georgia
would be just as convenient a forum for the plaintiffs in the Derivative Action as for the
Derivative Action Defendants.

Likewise, Georgia is a more convenient forum for the potential witnesses in the
Derivative Action. Traber and Callicutt will likely be key witnesses in the Derivative Action and
they reside in Georgia. Although Czirr and the other Board members, who are also probable
witnesses in this case, are scattered across the country, they must not find Georgia to be an
inconvenient forum because they collectively have requested that the Court transfer the
Derivative Action to that district. Once again, no other witnesses are identified that might find
Nevada a more convenient forum than Georgia. Therefore, these factors weigh in favor of
transfer.

2. Interest of Justice

The analysis of whether transferring the Derivative Action would be in the interest of
justice is quite similar to the analysis the Court conducted under the Class Action. As with class
action lawsuits, the plaintiff’s choice of forum in a derivative suit is given little weight. See Lou,
834 F.2d at 739. The Court finds this to be all the more true where the filing plaintiffs do not
oppose a transfer, (see Lee Decl. II q 4), and where the transferee forum appears to be more
convenient for both the Derivative Action Defendants and the potential witnesses. Therefore, the

plaintiffs’ choice of forum in this case is a neutral factor.
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Beyond the additional considerations that the Court discussed in its analysis under the
Class Action, the Court identifies two more factors that influence whether transferring the
Derivative Action would be appropriate. First, since the Court finds that transferring the Class
Action to Georgia serves the parties, the witnesses, and the interest of justice, it makes sense to
transfer this case as well so that multiple forums are not deciding similar, if not identical, factual
and legal questions. See Amazon.com, 404 F. Supp. 2d at 1261 (citation omitted) (stating that the
“I1Jitigation of related claims in the same tribunal is strongly favored because it facilitates
efficient, economical and expeditious pre-trial proceedings and discovery and avoids duplicitous
litigation and inconsistent results”). Whether Galectin made misrepresentations or omissions
regarding GR-MD-02 will be central to the Class Action, and that issue will also have important
bearing on whether the Derivative Action Defendants breached their fiduciary duties.
Accordingly, the Court finds that the Class Action and the Derivative Action “are similar enough
that they should be considered by the same court in order to conserve judicial resources and
prevent inconsistent rulings.” Id. Therefore, this factor weighs in favor of transfer.

Second, while the Class Action deals primarily with Sections 10(b) and 20(a) of the
Exchange Act, the Derivative Action will presumably involve elements of Nevada law regarding
the fiduciary duties of corporate officers and directors. This Court is undoubtedly more familiar
with Nevada law than the Northern District of Georgia. See Jones, 211 F.3d at 498 (identifying
familiarity with the controlling law as a factor to consider when determining whether transfer of
venue is appropriate). Nevertheless, ;‘other federal courts are fully capable of applying [Nevada]
law.” Foster v. Nationwide Mut. Ins. Co., No. C 07-04928 SI, 2007 WL 4410408, at *6 (N.D.

Cal. Dec. 14, 2007). If this case were transferred, the Court sees no reason why a federal court in
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Georgia could not effectively resolve the supplemental issues in this case that are controlled by
Nevada law. Thus, this factor either weighs against transfer or is neutral to the analysis.

After reviewing the aforementioned factors in this case, the Court determines, in its
discretion, that transferring the Derivative Action would also best serve the convenience of the
parties, the convenience of the witnesses, and the interest of justice. Therefore, the Derivative
Action Defendants’ rﬁotion to transfer venue is GRANTED.

CONCLUSION

IT IS HEREBY ORDERED that the Class Action Defendants’ Motion to Transfer (ECF
No. 23) is GRANTED.

IT IS FURTHER ORDERED that the Derivative Action Defendants’ Motion to Transfer
(ECF No. 27) is also GRANTED.

IT IS FURTHER ORDERED that the Clerk shall TRANSFER the consolidated cases to

the Northern District of Georgia and to close the case administratively in this District.

I'T IS SO ORDERED.

Dated: January 5, 2015

ROBERT ¢. JONES
United States Pfstrict Judge

13

APP000189




Case 3:14-cv-00402-RCJ-WGC Documentl Filed 08/01/14 Page 17 of 31

accurate statements to the investing public;

(b) conduct the affairs of the Company in an efficient, business-like manner so as to
make it possible to provide the highest quality performance of its business, to avoid wasting the
Company’s assets, and to maximize the value of the Company’s stock;

(c) properly and accurately guide investors and analysts as to the true financial and
business prospects of the Company at any given time, including making accurate statements
about the Company’s business and financial prospects and internal controls;

(d) remain informed as to how Galectin conducted its operations, and, upon receipt of
notice or information of imprudent or unsound conditions or practices, make reasonable inquiry
in connection therewith, and take steps to correct such conditions or practices and make such
disclosures as necessary to comply with securities laws; and

(e) ensure that Galectin was operated in a diligent, Ihonest, and prudent manner in
compliance with all applicable laws, rules, and regulations.

BREACHES OF DUTIES

66.  Each Individual Defendant, by virtue of his or her position as a director and/or
officer, owed to Galectin and its shareholders the fiduciary duty of loyalty and good faith and the
exercise of due care and diligence in the management and administration of the affairs of
Galectin, as well as in the use and preservation of its property and assets. The conduct of the
Individual Defendants complained of herein involves a knowing and culpable violation of their
obligations as directors and officers of Galectin, the absence of good faith on their part, and a
reckless disregard for their duties to Galectin and its shareholders that the Individual Defendants
were aware or should have been aware posed a risk of serious injury to Galectin.

67.  The Individual Defendants each breached their duties of loyalty and good faith by
allowing Defendants to cause, or by themselves causing, the Company to make false and/or
misleading statements that misled shareholders into believing that disclosures related to the

Company’s financial and business prospects were truthful and accurate when made.
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68.  In addition, as a result of the Individual Defendants’ illegal actions and course of
conduct, the Company is now the subject of the Securities Class Action that alleges violations of
the federal securities laws. As a result, Galectin has expended, and will continue to expend,
significant sums of money to rectify the Individual Defendants’ wrongdoing.

CONSPIRACY, AIDING AND ABETTING, AND CONCERTED ACTION

69.  In committing the wrongful acts alleged herein, the Individual Defendants have
pursued, or joined in the pursuit of, a common course of conduct, and have acted in concert with
and conspired with one another in furtherance of their wrongdoing. The Individual Defendants
further aided and abetted and/or assisted each other in breaching their respective duties.

70.  During all times relevant hereto, the Individual Defendants collectively and
individually initiated a course of conduct that was designed to mislead shareholders into
believing that the Company’s business and financial prospects were better than they actually
were. In furtherance of this plan, conspiracy, and course of conduct, the Individual Defendants
collectively and mdividually took the actions set forth herein.

71.  The purpose and effect of the Individual Defendants’ conspiracy, common
enterprise, and/or common course of conduct was, among othér things, to: (a) disguise the
Individual Defendants’ violations of law, including breaches of fiduciary duties and unjust
enrichment; and (b) disguise and misrepresent the Company’s actual business and financial
prospects.

79 The Individual Defendants accomplished their conspiracy, common enterprise,
and/or common course of conduct by causing the Company to purposefully, recklessly, or
negligently release improper statements. Because the actions described herein occurred under

the authority of the Board, each of the Individual Defendants was a direct, necessary, and
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substantial participant in the conspiracy, common enterprise, and/or common course of conduct
complained of herein.

73.  Each of the Individual Defendants aided and abetted and rendered substantial
assistance in the wrongs complained of herein. In taking such actions to substantially assist the
commissions of the wrongdoing complained of herein, each Individual Defendant acted with
knowledge of the primary wrongdoing, substantially assisted the accomplishment of that
wrongdoing, and was aware of his or her overall contribution to and furtherance of the
wrongdoing.

DAMAGES TO GALECTIN

74. As a result of the Individual Defendants’ wrongful conduct, Galectin
disseminated false and misleading statements and omitted material information to make such
statements not false and misleading when made. The improper statements have devastated
Galectin’s credibility. Galectin has been, and will continue to be, severely damaged and injured
by the Individual Defendants’ misconduct.

75.  As a direct and proximate result of the Individual Defendants’ actions as alleged
above, Galectin’s market capitalization has been Substantially damaged, losing tens of millions
of dollars in value as a result of the conduct described herein.

76.  Further, as a direct and proximate result of the Individual Defendants’ conduct,
Galectin has expended and will continue to expend significant sums of money. Such
expenditures include, but are not limited to:

a. costs incurred in investigating and defending Galectin and certain officers in the
pending Securities Class Action, plus potentially millions of dollars in settlement or to satisfy an
adverse judgment;

b. costs incurred from compensation and benefits paid to the Individual Defendants,

which compensation was based at least in part on Galectin’s artificially-inflated stock price; and
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C. costs incurred from the loss of the Company’s customers’ confidence in
Galectin’s products.

77.  Moreover, these actions have irreparably damaged Galectin’s corporate image and
goodwill. For at least the foresceable future, Galectin will suffer from what is known as the
“liar’s discount,” a term applied to the stocks of companies who have been implicated in illegal
behavior and have misled the investing public, such that Galectin’s ability to raise equity capital
or debt on favorable terms in the future is now impaired.

DERIVATIVE AND DEMAND FUTILITY ALLEGATIONS

78.  Plaintiff brings this action derivatively in the right and for the benefit of Galectin
to redress injuries suffered, and to be suffered, by Galectin as a direct result of the Individual
Defendants’ breaches of fiduciary duties and unjust enrichment, as well as the aiding and
abetting thereof, by the Individual Defendants. Galectin is named as a nominal defendant solely
in a derivative capacity.

79.  Plaintiff will adequately and fairly fepresent the interests of Galectin in enforcing
and prosecuting its rights.

80.  Plaintiff was a shareholder of Galectin common stock at the time of the
wrongdoing of which Plaintiff complains and has been continuously since.

21,  Plaintiff did not make a pre-suit demand on the Board to pursue this action,
because such a demand would have been a futile and wasteful act.

82. At the time this action was commenced, the Board of Galectin consisted of the
following ten directors: Czirr, Martin, Amelio, Freeman, Greenberg, Mauldin, Prelack, Pressler,

Rubin, and Traber.
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Demand is Futile as to All Director Defendants Because the Director Defendants Face a
Substantial Likelihood of Liability

83.  The Director Defendants face a substantial likelihood of liability for their
individual misconduct. The Director Defendants were directors throughout the Relevant Period,
and as such had a fiduciary duty to ensure that the Company’s SEC filings, press releases, and
other public statements and presentations on behalf of the Company concerning its financial and
business prospects were accurate.

84. | Moreover, the Director Defendants, as directors (and, in some cases, also as Audit
Committee members) owed a duty to, in good faith and with due diligence, exercise reasonable
inquiry, oversight, and supervision to ensure that the Company’s internal controls and/or internal
auditing and accounting controls over financial reporting were sufficiently robust and effective
(and/or were being implemented effectively), and to ensure that the Audit Committee’s duties
were being discharged in good faith and with the required diligence and due care. Instead, they
knowingly and/or with reckless disregard reviewed, authorized and/or caused the publication of
materially false and misleading statements throughout the Relevant Period that caused the
Company’s stock to trade at artificially inflated prices.

85.  The Director Defendants also wasted corporate assets by paying improper
compensation, bonuses, and severance to certain of the Company’s executive officers and
directors. The handsome remunerations paid to wayward fiduciaries who proceeded to breach
their fiduciary duties to the Company was improper and unnecessary, and no person of ordinary,
sound business judgment would view this exchange of consideration for services rendered as fair
or reasonable.

86.  The Director Defendants’ making or authorization of false and misleading
statements throughout the Relevant Period, failure to timely correct such statements, failure to

take necessary and appropriate steps to ensure that the Company’s internal controls or internal
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auditing and accounting controls were sufficiently robust and effective (and/or were being
implemented effectively), failure to take necessary and appropriate steps to ensure that the Audit
Committee’s duties were being discharged in good faith and with the required diligence, and/or
acts of corporate waste and abuse of control constitute breaches of fiduciary duties, for which the
Director Defendants face a substantial likelihood of liability. If the Director Defendants were to
bring a suit on behalf of Galectin to recover damages sustained as a result of this misconduct,
they Would expose themselves to significant liability. This is something they will not do. For
this reason demand is futile.
Demand is Futile as to the Audit Committee Defendants

87. The Audit Committee Defendants were responsible for, among other things,
reviewing and approving quarterly and annual financial statements and earnings press releases,
overseeing Galectin’s internal controls over financial reporting, and discharging their other
duties described herein. Despite these duties, the Audit Committee Defendants knowingly or
recklessly reviewed and approved, or failed to exercise due diligence and reasonable care in
reviewing and prevg:nting the dissemination of false and/or materially misleading earnings press
releases and earnings guidance and failed in their specific duties to ensure that the Company’s
internal controls over ﬁhancial reporting were sufficient and that statements made by the
Company regarding its business and financial prospects were accurate. Accordingly, the Audit
Committee Defendants face a sufficiently substantial likelihood of liability for breach of their
fiduciary duties of loyalty and good faith. Any demand upon the Audit Committee Defendants
therefore is futile.

Demand is Futile as to Defendant Traber for Additional Reasons

88.  In addition to the reasons discussed herein as to why demand is futile as to all

Director Defendants, demand is futile as to Traber because Traber is not an independent director.
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89. Traber also cannot disinterestedly consider a demand to bring suit against himself
because Traber is a named defendant in the Securities Class Action which alleges that he made
many of the same misstatements described above in violation of the federal securities laws.
Thus, if Traber were to initiate suit in this action he would compromise his ability to
simultancously defend himself in the Securities Class Action and would expose himself to
liability in this action. This he will not do.

90. Demand is futile for the additional reason that Traber is an employee of the
Company who derives substantially all of his income from his employment with Galectin,
making him, as acknowledged by the Company in its most recent Proxy dated April 7, 2014, not
independent. As such, Traber cannot independently consider any demand to sue himself for
breaching his fiduciary duties to Galectin, because that would expose him to liability and

threaten his livelihood.

Demand is Futile as to Defendant Czirr for Additional Reasons

91. In addition to the reasons discussed herein as to why demand is futile as to all
Director Defendants, demand is futile as to Czirr because Czirr is not an independent director.

92. Czirr also cannot disinterestedly consider a demand to bring suit against himself
because Czirr is a named defendant in the Securities Class Action which alleges that he made
many of the same misstatements described above in violation of the federal securities laws.
Thus, if Czirr were to initiate suit in this action he would compromise his ability to
simultaneously defend himself in the Securities Class Action and would expose himself to
liability in this action. This he will not do.

93.  Demand is futile for the additional reason that Czirr is an executive officer of the
Company who derives substantial income from his employment with Galectin, making him, as

acknowledged by the Company in its most recent Proxy dated April 7, 2014, not independent.
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As such, Czirr cannot independently consider any demand to sue himself for breaching his
fiduciary duties to Galectin, because that would expose him to liability and threaten his
livelihood.

Demand is Futile Because Czirr and Martin Control the Board

94. Demand is also excused because the Director Defendants, as members of
the Board, are incapable of independently and disinterestedly considering a demand to
commence and vigorously prosecute this action since, in addition to their participation or
approval in the wrongs alleged herein, each of the Director Defendants are controlled by Czirr
and Martin.

95.  In 2009, Czirr and Martin led a takeover of the Company.

96. Cyzirr and Martin are also co-founders of the 10X Fund, L.P.

97. As of March 19, 2014, 10X Fund L.P. — which is controlled by Martin and Czirr -
s the owner of all of the issued and outstanding shares of Galectin Series B preferred stock.

98.  As holders of Galectin Series B preferred stock, 10X Fund L.P. has the right to,
among other things, vote as a separate class to nominate and elect two directors, referred to as
the Series B directors, and to nominate three directors, referred to as the Series B nominees, who
must be recommended for election by holders of all of Galectin’s securities entitled to vote on
election of directors. In fact, Czirr is the Series B director.

99 Tn addition to controlling all of the issued and outstanding shares of the Series B
preferred stock, Czirr, Martin, and 10X Fund L.P., collectively, own a significant amount of the
Company’s common stock.

100. Czirr and Martin serve as Executive Chairman and Vice Chairman of the Board,

respectively.

23
APP000114



Case 3:14-cv-00402-RCJ-WGC Document 1 Filed 08/01/14 Page 25 of 31

101.  Due to their significant business ties with one another, Czirr and Martin are
beholden to one another.

102.  Further, because of the influence each has as a result of their positions on the
Board and ownership of all of the Series B preferred stock and significant holdings of the
Company’s common stock, the remaining Director Defendants are beholden to Czirr and Martin.

103.  As such, demand is futile.

Demand is Futile as to All Directors for Additional Reasons

104.  If Galectin’s current officers and directors are protected against personal liability |
for their breaches of fiduciary duties alleged in this complaint by Directors & Officers Liability
Insurance (“*D&O Insurance™), they caused the Company to purchase that insurance for their
protection with corporate funds, i.e., monies belonging to the shareholders. However, Plaintiff is
informed and believes that the D&O Insurance policies covering the Individual Defendants in
this case contain provisions that eliminate coverage for any action brought directly by Galectin
against the Individual Defendants, known as the “insured versus insured eﬁclusion.”

105.  As a result, if the Director Defendants were to sue themselves or certain of the
officers of Galectin, there would be no D&O Insurance protection, and thus, this is a further
reason why they will not bring such a suit. On the other hand, if the suit is brought derivatively,
as this action is brought, such insurance coverage exists and will provide a basis for the
Company to effectuate recovery. Therefore, the Director Defendants cannot be expected to file
the claims asserted in this derivative lawsuit becauée such claims would not be covered under the
Company’s D&O Insurance policy.

106. Under the factual circumstances described herein, the Individual Defendants are
more interested in protecting themselves than they are in protecting Galectin by prosecuting this

action. Therefore, demand on Galectin and its Board is futile and is excused.
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107.  Galectin has been and will continue to be exposed to significant losses due to the
Individual Defendants’ wrongdoing. Yet, the Directér Defendants have not filed any lawsuits
against themselves or others who were responsible for the wrongful conduct. Thus, the Director
Defendants are breaching their fiduciary duties to the Company and face a sufficiently
substantial likelihood of liability for their breaches, rendering any demand upon them futile.

108. Plaintiff has not made any demand on shareholders of Galectin to institute this
action since such demand would be a futile and useless act for the following reasons:

a. Galectin is a publicly traded company with thousands of shareholders of
record;

b. Making demand on such a number of shareholders would be impossible for
Plaintiff, who has no means of collecting the names, addresses, or phone numbers of Galectin
shareholders; and

C. Making demand on all shareholders would force Plaintiff to incur excessive
expense and obstacles, assuming all shareholders could even be individually identified with any

degree of certainty.

COUNT 1
Against The Individual Defendants For Breach Of Fiduciary Duties

109. Plaintiff incorporates by reference and realleges each and every allegation
contained above, as though fully set forth herein.

110. The Individual Defendants owed and owe Galectin fiduciary obligations. By
reason of their fiduciary relationships, the Individual Defendants owed and owe Galectin the
highest obligation of good faith, fair dealing, loyalty, due care, reasonable inquiry, oversight and
supervision.

111. The Individual Defendants violated and breached their fiduciary duties of good

faith, fair dealing, loyalty, due care, reasonable inquiry, oversight and supervision.
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112. The Individual Defendants each knowingly, recklessly or negligently approved
the issuance of false statements that misrepresented and failed to disclose material information
concerning the Company. These actions could not have been a good faith exercise of prudent
business judgment to protect and promote the Company's corporate interests.

113.  As a direct and proximate result of the Individual Defendants’ failure to perform
their fiduciary obligations, Galectin has sustained significant damages. As a result of the
misconduct alleged herein, the Individual Defendants are liable to the Company.

114. Plaintiff, on behalf of Galectin, has no adequate remedy at law.

COUNT 11
Against All Defendants For Unjust Enrichment

115. Plaintiff incorporates by reference and realleges each and every allegation
contained above, as though fully set forth herein. ‘

116. By their wrongful acts and omissions, Defendants were unjustly enriched at the
expense of and to the detriment of Galectin.

117. The Individual Defendants were unjustly enriched as a result of the compensation
they received while breaching their fiduciary duties owed to Galectin.

118. Plaintiff, as a shareholder and representative of Galectin, seeks restitution from
Defendants and seeks an order from this Court disgorging all profits, benefits, and other
compensation obtained by Defendants from their wrongful conduct and fiduciary breaches.

119. Plaintiff, on behalf of Galectin, has no adequate remedy at law.

COUNT III

Against The Individual Defendants For Waste Of Corporate Assets
120.  Plaintiff incorporates by reference and realleges each and every allegation

contained above, as though fully set forth herein.
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121. The wrongful conduct alleged regarding the issuance of false and misleading
statements, was continuous, connected, and on-going throughout the Relevant Period. It resulted
in continuous, connected, and on-going harm to the Company.

122.  As a result of the misconduct described above, the Individual Defendants wasted
corporate assets by: (i) by paying excessive compensation, bonuses, and termination payments to
certain of its executive officers; (ii) awarding self-interested stock options to certain officers and
directors; and (iii) incurring potentially millions of dollars of legal liability and/or legal costs to
defend Defendants' unlawful actions.

123: | As a result of the waste of corporate assets, the Individual Defendants are liable to
the Company.

124.  Plaintiff, on behalf of Galectin, has no adequate remedy at law.

COUNT IV
Against All The Individual Defendants For Aiding And Abetting Fiduciary' Violations

125. Plaintiff incorporates by reference and realleges each and every allegation
contained above, as though fully set forth herein.

126. The wrongful conduct alleged herein was continuous, connected, and on-going
since at least January 6, 2014. The Individual Defendants’ misconduct resulted in continuous,
connected, and on-going harm to the Company.

127. The Individual Defendants had the power and/or ability to, and did, directly or
indirectly control or influence the Company’s general affairs, including the content of public
statements disseminated by Galectin and had the power and/or ability directly or indirectly to
control or influence one another.

128. Each Individual Defendant is jointly and severally liable to the same extent as any
other Defendant is liable for breaches of fiduciary duties as set forth herein or violations of any

other laws.
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129.  As a direct and proximate result of the Individual Defendants’ foregoing breaches
of fiduciary duties, the Company has suffered significant damages, as alleged herein.
130.  Plaintiff, on behalf of Galectin, has no adequate remedy at law.
PRAYER FOR RELIEF

WHEREFORE, Plaintiff demands judgment as follows:

A. Against all Defendants for the amount of damages sustained by the Company as a
result of Defendants’ breaches of fiduciary duties, aiding and abetting breaches of fiduciary
duties, unjust enrichment, and waste of corporate assets;

B. Directing Galectin to take all necessary actions to reform and improve its
corporate governance and internal procedures to comply with applicable laws and to protect
Galectin and its shareholders from a repeat of the damaging events described herein, including,
but not limited to, putting forward for sharcholder vote resolutions for amendments to the
Company’s By-Laws or Articles of Incorporation and taking such other action as may be

necessary to place before shareholders for a vote the following corporate governance proposals

or policies:

. a proposal to strengthen the Board’s supervision of operations and compliance
with applicable state and federal Jaws and regulations;

J a proposal to strengthen the Company’s internal reporting and financial disclosure
controls;

. a proposal to develop and implement procedures for greater shareholder input into
the policies and guidelines of the Board;

. a proposal to ensure the accuracy of the qualifications of Galectin directors,
executives and other employees;

. a proposal to require an independent Chairman of the Board;

) a proposal to strengthen the Company’s procedures for the receipt, retention and
treatment of complaints received by the Company regarding internal controls; and

) a provision to appropriately test and then strengthen the Company’s internal

operational control functions;
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C. Awarding to Galectin restitution from the Individual Defendants, and each of
them, and ordering disgorgement of all profits, benefits, and other compensation obtained by the
Individual Defendants;

D. Awarding to Plaintiff the costs and disbursements of the action, including
reasonable attorneys’ fees, accountants’ and experts’ fees, costs, and expenses; and

E. Granting such other and further relief as the Court deems just and proper

JURY DEMAND |

Plaintiff demands a trial by jury.

Dated: August 1, 2014 LEVERTY & ASSOCIATES LAW CHTD.
PATRICK R. LEVERTY

/S/ Patrick Leverty

PATRICK R. LEVERTY (8840)
pat@levertylaw.com

832 Willow Street

Reno, NV 89502

Telephone: (775) 322-6636
Facsimile: (775) 322-3953

JOHNSON & WEAVER, LLP

Frank J. Johnson (to be admitted pro hac vice)
frankj@johnsonandweaver.com

Nathan R. Hamler (fo be admitted pro hac vice)

nathanr@johnsonandweaver.com

110 West “A” Street, Suite 750
San Diego, CA 92101
Telephone: (619) 230-0063
Facsimile: (619) 255-1856

Attorneys for Plaintiff
David L. Hasbrouck
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VERIFICATION

I, David L. Hasbrouck, verify that I have reviewed the foregoing Verified Shareholder
Derivative Complaint, and that the allegations as to me are fruc and correct and that the other

allegations upon information and belief are true and correct.

Dated: August 1,2014

DocuSigned by:
{ 6/-—-1-?{47—%

428AE31440B2426...

(Signature of David L. Hasbrouck)
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ALDRICH LAW FIRM, LTD.

JOHN P. ALDRICH NV Bar No. 6877)
1601 S. Rainbow Blvd., Suite 160

Las Vegas, Nevada 89146

Telephone: (702) 853-5490

Facsimile: (702) 227-1975
jaldrich@johnaldrichlawfirm.com

THE WEISER LAW FIRM, P.C.
ROBERT B. WEISER
BRETT D. STECKER
JEFFREY I. CIARLANTO
99 Cassatt Avenue, First Floor
Berwyn, PA 19312
Telephone: (610) 225-2677
Facsimile: (610) 408-8062
rw@weiserlawfirm.com
bds@weiserlawiirm.com
jjc@weiserlawfirm.com

[Additional counsel listed on signature page. ]

UNITED STATES DISTRICT COURT
" DISTRICT OF NEVADA
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VERIFIED SHAREHOLDER DERIVATIVE COMPLAINT

1. Plaintiff Sui Yip (“Plaintiff”), by and through his undersigned attorneys, hereby
submits this Verified Shareholder Derivative Complaint (the “Complaint”) for the benefit of
nominal defendant Galectin Therapeutics Inc. (“Galectin” or the “Company”) against certain
members of its Board of Directors (the “Board™) and executive officers seeking to remedy
defendants’ breaches of fiduciary duties and unjust enrichment from 2013 to the present (the
“Relevant Period”). |

NATURE OF THE ACTION
2. According to its public filings, Galectin isé development stage company engaged in

the research and development of therapies for fibrotic disease and cancer. The Company’s lead

product candidates include GR-MD-02, a complex_polysaccharide.p_olymer for the treatment of iver|

fibrosis and fatty liver disease (nonalcoholic steatohepatitis or “NASH”). According to its public
filings, “the Company is developing promising carbohydrate-based therapies for the treatment of
fibrotic liver disease and cancer based on the Company’s unique understanding of galectin proteins,
key mediators of biologic function. We are Jeveraging extensive scientific and develdpment
expertise as well as established relationships with external sources to achieve cost effective and
efficient development. We are pursuing a clear development pathway to clinical enhancement and
commercialization for our lead compounds in liver fibrosis and cancer.”

3. In June 2013, the defendants secretly anci illicitly retained Emerging Growth Corp.
(also known as Emerging Growth LLC) (“Emerging Growth”), through its parent company TDM
Financial (“TDM”)—a penny stock promotion firm—to begin a series of misleading promotional
campaigns to entice investors to buy Galectin stock. Most of these “articles” were published via

special press releases issued by Emerging Growth. Notably, Emerging Growth did not promote the

_1-
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Company’s products to potential customers, or even possible partmers. Rather, its sole focus was
promoting the Company’s stock on various investment mediums.

4. Thereafter, the Company’s stock price increased. Meanwhile, the defendants issued
false and misleading statements regarding the phase I study of one of the Company’s experimental
drugs. Further, during this time, certain of the defendants (including directors of Galectin) sold or
caused to be sold shares of Galectin stock at artificially inflated prices. |

3. Defendants’ charade continued until July 28, 2014, when TheStreet.com senior
columnist Adam Feuerstein (“Feuerstein™) published an article detailing the scheme. On this news,
Galectin shares fell $8.84 per share, or nearly 61%, to close on July 29,2014 at $5.70 per share. .

6. Throughout the Relevant Period, the defendants caused the Company to enter into
and perpetrate a scheme with Emerging Growth/TDM whereby these promoters would disseminate |
positive but misleading reports about the Company. Defendants never disclosed this scheme to
shareholders, nor did they ever seek .approval for such a scheme. Moreover, the defendants failed to
disclose that GR-MD-02 did not provide the benefits suggested by the defendants when discussing
the patent the Company was awarded or the Phase 1 clinical trial the defendants were causing the
Company to conduct.

7. Accordingly, as a result of defendants’ breaches, the Company has been damaged.

JURISDICTION AND VENUE

8. This Court has jurisdiction over this action pursuant to 28 U.S.C. § 1331 in that this
Complaint states a federal question. This Court has supplemental jurisdiction over the state law
claims asserted herein pursuant to 28 U.S.C. §1367(a). This action is not a collusive one to confer
jurisdiction on a court of the United States which it would not otherwise have. |

9. Venue is proper in this district because a substantial portion of the transactions and

-7 -
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wrongs complained of herein, including the defendants’ primary participation in the wrongful acts
detailed herein, occurred in this district. Galectin is incorporated in this District.
THE PARTIES

10.  Plaintiff is a current shareholder of Galectin and has conﬁnuously held Galectin
stock since February 2007.

11.  Nominal defendant Galectin is a Nevada corporation, with its principal executive
offices at 4960 Peachtree Industrial Boulevard, Suite 240, Norcross, Georgia 30071.

12. Defendant Peter G. Traber (“Traber”) has served as the Company’s President and
Chief Executive Officer (“CEO”) since March 2011, and as a director since 2009. In addition,
Traber serves as the Company’s Chief Medical Officer.

13.  Defendant Jack W. Callicutt (“Callicutt”) has served as the Company’s Chief|

Financial Officer (“CFO”) since July 1, 2013. |

14.  Defendant James C. Czirr (“Czirr™), a founder of the Company, has served as
Executive Chairman of the Board since February 2010 and as Chairman of the Board since
February 2009. In addition, Cziﬁ is a co-founder and Managing Member of 10X Fund, L.P. (the
“10X Fund”)' and is a managing member of 10X Capital Management LLC (“10X Capital
Management”), the general partner of 10X Fund.

15.  Defendant Rod D. Martin (“Martin”) has served as Vice Chairman of the Board

! Upon information and belief, during the Relevant Period the 10X Fund was one of the largest
shareholders of Galectin. As of March 19, 2014, the 10X Fund was the owner of all of the issued |
and outstanding shares of Galectin Series B preferred stock. As holders of Galectin Series B
preferred stock, 10X Fund has the right to, among other things, vote as a separate class to nominate
and elect two directors, referred to as the Series B directors, and to nominate three directors,
referred to as the Series B nominees, who must be recommended for election by holders of all of
Galectin’s securities entitled to vote on election of directors.

~
_J—
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since February 2010 and as a director since February 2009. In addition, Martin is a co-founder and
Managing Member of 10X Capital Management.

16.  Defendant Gilbert F. Amelio (“Amelio”) has served as a director of the Company
since February 2009.

17.  Defendant Steven Prelack (“Prelack™) has served as a director of the Company since
April 2003. In addition, defendant Prelack served as Chair of the Company’s Audit Committee (the
« Audit Committee™) during the Relevant Period.

18.  Defendant Kevin D. Freeman (“Freeman”) has served as a director of the Company
since May 2011. In addition, defendant Freeman served as a member of the Audit Committee
during the Relevant Period.

' 19.  Defendant Arthur R. Greenberg (“Greenberg”) has served as a director of the}
Company since August 2009. In addition, defendant Greenberg served as a meniber of the Audit
Committee during the Relevant Period.

20.  Defendant John F. Mauldin (“Mauldin’) haé served as a director of the Company
since May. 201 1. |

21.  Defendant Paul Pressler (“Préssler”) has served as a director of the Company since
May 2011. .

22.  Defendant Marc Rubin (“Rubin”) has served as a director of the Company since
October 2011.

23. Collectively, defendants Traber, Callicutt, Czirr, Martin, Amelio, Prelack, Freeman,
Greenberg, Malﬂdjn, Presslér and Rubin shall be referred to herein as “Defendants.”

24.  Collectively, defendants Prelack, Freeman and Greenberg shall be referred to as the

«Audit Committee Defendants.”

-4 -
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75 Collectively, defendants Prelack, Martin and Czirr shall be referred to as the “Insider |
Selling Defendants.”

DEFENDANTS’ DUTIES

26. By reason of their positions as officers, directors, and/or fiduciaries of Galectin and
because of their ability to control the business and corporate affairs of Gaiecﬁn, Defendants owed
Galectin and its shareholders fiduciary obligations of good faith, loyalty, and candor, and were and
are required to use their utmost ability to control and manage Galectin in a fair, just, honest, and
equitable manner. Defendants were aﬁd are required to act in furtherance of the best interests of
Galectin and its shareholders so as to benefit all shareholders equally and not in furtherance of their
personal interest or benefit. Each director and officer of the Company owes to Galectin and its
shareholders the fiduciary duty to exercise good faith and diligence in the administration of the
affairs of the Company and in the use and preservation of its property and assets, and the highest
obligations of fair dealing.

27, Defendants, because of their positions of control and authority as directors and/or
officers of Galectin, were able to and did, directly and/or indirectly, exercise control over the
wr'ongful acts complained of herein. Because of their advisory, executive, managerial, and
directorial positions with Galectin, each of the Defendants had knowledge of material non-public
information regarding the Company.

78.  To discharge their duties, the officers and directors of Galectin were required to
exercise reasonable and prudent supervision over the management, policies, practices and controls
of the Company. By virtue of such duties, the officers and directors of Galectin were required to,
among other things:

29.  Exercise good faith to ensure that the affairs of the Company were conducted in an

-5. | |
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efficient, business-like manner so as to make it possible to provide the highest quality performénce
of their business; |

30.  Exercise good faith to ensure that the Company was operated in a diligent, honest
and prudent manner and complied with all applicable federal and state laws, rules, regulations and
requirements, and all contractual obligations, including acting only within the scope of its legal
aﬁthority; and

31.  When put on p.otice of problems with the Company’s business practices and
operations, exercis; good faith in taking appropriate action to correct the misconduct and prevent its
recurrence. |

32.  Bvery officer, director and employee of Galectin (and thus each of the Defendants)
was required to comply with the Compagy’s Code of Conduct and Ethics (the “Code”). Among
other things, the Code sets forth the following:

33.  Employees, officers and directors who have access to confidential information are
not permitted to use or share that information for stock trading purposes or for any other purpose
except the conduct of our business, whether or not such information is Viewed as material. All non-
public information about the Company should be considered confidential information. To use non-
public information for personal financial benefit or to “tip” others who might make an investment
decision on the basis of this information is not only unethical but also illegal.

34.  Pursuant to the Audit Committee’s Charter, the members of the Audit Committee are
charged with, among other things, the quality and integrity of the Company’s financial statements

and internal controls, and the Company’s compliance with legal and regulatory requirements.

-6 -
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SUBSTANTIVE ALLEGATIONS

A. Company Background

35.  According to its public filings, Galectin is a development stage company engaged in
the research and development of therapies for fibrotic disease and cancer. The Company’s lead
product candidates include GR-MD-02, a complex polysacéharide polymer for the treatment of liver
fibrosis and fatty liver disease (nonalcoholic steatohepatitis or “NASH?”). According to its public
filings, the Company is developing promising carbohydrate-based therapies for the treatment of
fbrotic liver disease and cancer based on the Company’s unique understanding of galectin prdteins,
key mediators of biolo gic‘ function. We are leveragiilg extensiife scientific and development

expertise as well as established relationships with external sources to achieve cost effective and

efficient development. We are pursuing a clear development pathway to clinical enhancement and

commercialization for our lead compounds in liver fibrosis and cancer.

B. Defendants’ licit Scheme

- 36. In June 2013, Defendants secretly and illicitly retained Emerging Growth, through its
parent company TDM—a pénny stock promotion firm—to begin a series.of misleading promotional
campaigns to entice investors to buy Galectin stock. Notably, Emerging Growth did not promote
the Company’s products to potential customers, or even possible partners. Rather, its sole focus
was promoting the Company stock on various nvestment mediums. At the time, Galectin stock
was trading for approxiﬁ:tately $4.00 per share.

37. By way of example only, one such “article” was published on August 14, 2013, and

entitled “Galectin Therapeutics Receives Fast Track Designation from FDA for New Fibrosis
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Drug.”® The “article” set forth, in relevant part:

Shares of Galectin Therapeutics (NASDAQ: GALT) hit their highest level since June
7011 in the last two trading sessions after announcing that the U.S. Food and Drug
Administration granted the company a Fast Track designation for GR-MD-02 as a
potential new drug for non-alcoholic steatohepatitis, or “NASH” as its often called.
Qhares of Galectin have been steadily rising in 2013, advancing about 240 percent,
upon pipeline developments as the drugmaker emerges as a leader in fibrosis and
cancer therapies.

With no FDA-approved drugs available for fibrosis, the upside potential is large, to
say the least, with only limited companies, including Vertex Pharmaceuticals Inc.
(NASDAQ: VRTX) and InterMune Pharmaceuticals Inc. (NASDAQ: ITMN)
Jooking to blaze new trails in fibrosis along with Galectin. It is estimated that NASH
affects as many as 15 million people in the United States, generally carrying a very
grim prognosis in advanced stages. The Fast Track designation is designed to
expedite the review process i new drugs that could potential provide a therapeutic
option for serious or life-threatening conditions that represent an area of unmet
medical need. As part of the Fast Track plan, the biotech is able to submit data to

FDA as it is compiled and opens the door to moxe meetings with regulators.
| Léte inJ uly, Galectin disclosed that the first jﬁatienfs were dosed with GR-MD-02 in

o Phase I climical trial evaluating the effect of the new drug in patients with fatty

liver disease with advanced fibrosis. A maximum of 40 patients will be treated

across six U.S. centers in the trial.

38. By October 1, 2013, Defendants’ scheme had begun to bear fruit, with Galectin stock
trading at over $10.00 per share. As such, the Insider Selling Defendants could begin to cash in on
the scheme, either personally or by way of entities they controlled. On or about October 7, 2013,
while in possession of material, adverse, non-public ‘information, defendants Czirr and Martin
caused the 10X Fund to sell 100,000 shares of its Galectin stock at $11.79 per share, reaping
proceeds of $1.179 million. The following day, while in possession of material, adverse, non-public

information, defendants Czirr and Martin cansed the 10X Fund to sell an additional 12,000 shares of

its Galectin stock at $12.36 per share, reaping proceeds of $148,320 (for a two day total of

2 Article available at: hitp://www.barchart.com/headlines/ story/11643044/galectin-therapeutics-
receives-fast-track-designation-from-fda-for-new-fibrosis-drug
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$1,327,320).
39.  Emerging Growth continued to publish “articles™ about Galectin in the months that
followed.
40. On January 6, 2014, Defendants issued a press release entitled “Galectin
Therapeutics Receives US Patent for Combination Treatment for Liver Fibrogis.” The press release
set forth, in relevant part:

Galectin Therapeutics (Nasdaq:GALT), the leading developer of therapeutics that
target galectin proteins to treat fibrosis and cancer, today announced that it has
received a notice of allowance from the U.S. Patent and Trademark Office for patent
application number 13/550,962 titled “Galactose-Pronged Polysaccharides in a
Formulation for Anti-fibrotic Therapies.” The patent covers both composition claim
for and uses of the Company’s carbohydrate-based galectin inhibitor compound GR-
MD-02 for use in patients with liver fibrosis in combination with other potential
therapeutic agents. The patent covers use of GR-MD-02 with agents directed at
multiple targets, some of which are currently in clinical development for fibrotic
disorders including monoclonal antibodies to conmective tissue growth factor,
integrins, and TGF-B1. |

“This patent provides additional coverage in the U.S. for the use of GR-MD-02 in
combination with other potential anti-fibrotic agents in the treatment of liver
fibrosis,” said Peter G. Traber, MD, President, CEO and CMO of Galectin
Therapeutics. “In the future, liver fibrosis could be treated with a combination of
agents, and this patent provides important intellectual property for this possibility.
We are hopefiil that our development program for GR-MD-02 will lead to the first
therapy for the large unmet medical need of liver fibrosis.”

Galectin Therapeutics is currently conducting a Phase 1 clinical trial to evaluate the
safety, tolerability and exploratory biomarkers for efficacy for single and multiple
doses of GR-MD-02 over four weekly doses of GR-MD-02 treatment in patients
with fatty liver disease with advanced fibrosis. In March 2013, the U.S. Food and
Drug Administration (FDA) granted GR-MD-02 Fast Track designation for non-
alcoholic steatohepatitis (NASH) with hepatic fibrosis, commonly known as fatty
liver disease with advanced fibrosis.

41. In the three days following the issuance of this ‘Company press release, Galectin’s
stock price increased from $8.36 per share to $15.10 per share. Once again, the Insider Selling
Defendants cashed in. On or about January 10, 2014, while in possession of material, adverse, non-
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public information, defendants Cirr and Martin caused the 10X Fund to sell 42,000 shares of its
Galectin stock at $16.00 per share, reaping proceeds of $672,000. Then, on or about January 13,
2014, while in possession of material, adverse, non-public information, defendants Czirr and Martin
caused the 10X Fund to sell an additional 58,000 shares of its Galectin stock for $14.00 per share,
reaping proceeds of $812,000.

42.  On January 31, 2014, while m possession of material, adverse, non-public
information, defendant Prelack took advantage of the artificially inflated price of Galectin stock by
disposing of 17,772 shares of Galectin stock at $13.71 per share, which produced a benefit of
$242,968.°

43, On March 21, 2014, Defendants caused the Company to file with the United States
Securities g.nd Exchange Commission (“SEC”) an annual report on Form 10-K (the “2013 10-K”),
which was signed by Defendants. The 7013 10-K failed to disclose the existence of the
relationship, agreement, and scheme that the Defendants entered into with Emerging Growth and

44,  Moreover, the 2013 10-K misstated the purported effectiveness of GR-MD-02 Wlth
respect to nonalcoholic steatohepatitis (NASH). On that subject, the 2013 10-K set forth, in
relevant part:

F brosis. GR-MD-02 is our lead product candidate for treatment of fibrotic disease.

Our preclinical data show that GR-MD-02 has a powerful therapeutic effect on liver

fibrosis as shown in several relevant animal models. Therefore, we chose GR-MD-02

as the lead candidate in a development program targeted initially at fibrotic liver
disease associated with non-alcoholic steatohepatitis (NASH, or fatty liver disease).

3 According to the Form 4 filed with the SEC on February 4, 2014, this transaction represented
shares forfeited in satisfaction of the exercise price of the vested options. Had Galectin stock not
been trading at artificially inflated prices (due to Defendants’ scheme), defendant Prelack would
have been required to forfeit far more than 17,772 shares of Company stock.
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signed certifications (“SOX Certifications™) by defendants Traber and Callicutt, stating that the
financial information contained in the Form 10-K was accurate, and that any material changes to the

Company’s internal control over financial reporting were disclosed. The SOX Certifications set

forth:

In January 2013, an Investigational New Drug (“IND”) was submitted to the FDA
with the goal of initiating a Phase 1 study in patients with NASH and advanced liver
fibrosis to evaluate the human safety of GR-MD-02 and pharmacodynamics
biomarkers of disease. On March 1, 2013, the FDA indicated we could proceed with
a US Phase 1 clinical trial for GR-MD-02 with a development program aimed at

_obtaining support for a proposed indication of GR-MD-02 for treatment of NASH

with advanced fibrosis. Pre-clinical studies also show promise for the combination of
GR-MD-02 with other approved immunotherapies and this additional use has been
advanced into clinical trials under an Investigator-sponsored IND in the United
States.

Our drug candidate provides a promising new approach for the therapy of fibrotic
diseases, and liver fibrosis in particular. Fibrosis is the formation of excess
connective tissue (collagen and other proteins plus cellular elements such as
myofibroblasts) in response to damage, inflammation or repair. When the fibrotic
tissue becomes confluent, it obliterates the cellular architecture, leading to scarring
and dysfunction of the underlying organ. |

45.  In addition, pursuant to the Sarbanes-Oxley Act of 2002, the 2013 10-K contained

I, [Peter G. Traber/Jack W. Callicutt], certify that:
1. L have reviewed this annual report on Form 10-K of Galectin Therapeutics Inc.;

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

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

4. The registrant’s other certifying officer and I are responsible for establishing and

maintaining disclosure controls and procedures (as defined in Exchange Act Rules
13a-15(e) and 15d-15(e)) for the registrant and we have:
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a) Designed such disclosure controls and procedures, or caused such
disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its
consolidated subsidiaties, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

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

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

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

registrant’s internal control over financial reporting; and | o

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

a) All significant deficiencies and material weaknesses in the design or
operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, Summarize
and report financial information; and

b) Any fraud, whether or not material, that involves management or other
- employees who have a significant role m the registrant’s internal control over

financial reporting.

E * *

In conmection with the Annual Report of Galectin Therapeutics Inc. (the
“Clompany”’) on Form 10-K for the period ended December 31, 2013 as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), 1, [Peter G.
Traber, Chief Executive Officer and President of the Company/ Jack W. Callicutt,

Chief Financial Officer of the Company], certify, pursuant to 18 U.5.C. §1350, as
adopted pursuant to §906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the
Securities Exchange Act of 1934; and
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~ (2) The information contained in the Report fairly presents, in -all material respects,
the financial condition and result of operations of the Company.

46.  Also on March 21, 2014, Defendants caused the Company to file with the SEC a
Proxy Statement on Form DEF 14A (the “2014 Proxy”). In the 2014 Proxy, Defendants utterly
fﬁiled to disclose that they had caused the Company to enter into a scheme with Emerging
Growth/TDM, whereby these promoters would disseminate positive but misleading reports about
the Company. As such, the Defendants caused the 2014 Proxy to be falsé aﬁd misleading at the
time it was issued.

47. On March 25, 2014, Defendants issued a press release entitled “Galectin

‘Therapeutics to Announce Results From First Cohort of Phase 1 Clinical Trial in Fatty Liver

Disease.” The press release set forth, in relevant part:

Galectin Therapeutics (Nasdaq:GALT), the leading developer of therapeutics that
target galectin proteins to treat fibrosis and cancer, announced that on Monday,
March 31, 2014, the Company will report results from the first cohort of its Phase 1
clinical trial examining GR-MD-02 in fatty liver disease (NASH) with advanced
fibrosis. The first-in-man study, which enrolled eight patients in the first cohort, is
evaluating the safety, tolerability, and exploratory biomarkers for efficacy for single
and multiple doses of galectin inhibiting drug GR-MD-02 when administered to
patients with fatty liver disease with advanced fibross.

Peter G. Traber, M.D., Chief Executive Officer, President and Chief Medical Officer
of Galectin Therapeutics, will lead a webcast and conference call on April 1, 2014 at
8:30 a.m. Bastern Daylight Time to review the findings. As time permits, a question
and answer session will immediately follow Dr. Traber’s presentation.

* * *

The Phase 1 multi-center, partially-blinded clinical trial is being conducted in a total
of 24 patients who receive four weekly doses of GR-MD-02. Each of the three
cohorts consists of eight patients, six randomized to receive active drug and two
randomized to receive placebo. Eight U.S. climcal sites with extensive experience in
clinical trials in liver disease are now active to ensure rapid enrollment of the second
cohort. Trial design details can be found at
http://clinicaltrials.gov/ct2/show/NCT01899859 term=gt-020 &rank=1.
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GR-MD-02 is a complex carbohydrate drug that targets galectin-3, a critical pi:otein
in the pathogenesis of fatty liver disease and fibrosis. Galectin proteins play a major
role in diseases that involve scaring of organs such as cancer, and inflammatory and
fibrotic disorders. The drug binds to galectin proteins and disrupts their function.
Preclinical data has shown that GR-MD-02 has robust treatment effects in reversing
fibrosis and cirrhosis.

48.  On March 31, 2014, Defendants issued a press release entitled “First Cohort Results
in Galectin Therapeutics’ Phase 1 Trial Reveal Biomarker Evidence of Therapeutic Effect on
Fibrosis and Inflammation in NASH With Advanced Fibrosis.” The press release set forth, in

relevant part:
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Galectin Therapeutics (Nasdaq:GALT), the leading developer of therapeutics that

' target galectin proteins to treat fibrosis and cancer, today announced that results from

the first cohort of its Phase 1 trial show that GR-MD-02 had an effect on biomarkers
that suggest a therapeutic effect on fibrosis, inflammation, and cellular injury. The
first-in-man study, which enrolled eight patients in the first cohort, is evaluating the
safety, tolerability, and exploratory biomarkers for efficacy for single and multiple
doses of its galectin-inhibiting drug GR-MD-02 when administered to patients with
fatty liver disease (NASH) with advanced fibrosis.

First cohort results indicate that GR-MD-02 was safe and well tolerated following
four doses of 2 mg/kg (80 mg/m>) and there were no serious adverse events. The
pharmacokinetics were consistent between individuals and after single and multiple
doses with no drug accumulation after multiple doses. In assessing secondary
endpoints, it was found that multiple biomarkers of fibrosis and inflammation
showed improvement after four doses of GR-MD-02. Additionally, patients with
greater evidence of liver cell injury, as indicated by elevated transaminase enzyme
levels, had a marked decrease in CK-18, a clinically validated biomarker of cell
death. Galectin-3 blood levels, which do not correlate with tissue levels in NASH,
were not changed with treatment. :

* * *

“We are extremely pleased with the positive results of the first cohort of our Phase 1
trial, which suggest a role for GR-MD-02 in the treatment of patients with fatty liver
disease with advanced fibrosis,” said Peter G. Traber, M.D., Chief Executive Officer,
President and Chief Medical Officer of Galectin Therapeutics. “Fatty liver disease,
characterized by the presence of fat in the liver along with inflammation, over time
can develop into fibrosis, or scarring of the liver, which is estimated to affect
millions of Americans. Intervention with the intent of reversing the fibrosis is a
potentially important therapeutic approach in fatty liver disease, a condition with
significant unmet medical need.”
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49, On April 11, 2014, while in possession of material, adverse, non-public information,
defendant Prelack sold 6,000 shares of his personally held Galectin stock for $11.84 per share,
reaping proceeds of $71,010. :

50.  On April 23, 2014, Defendants issued a press release entitled “Galectin Therapeutics
Completes Enrollment of Second Cohort of Phase 1 Trial of GR-MD-02 for NASH (Fatty Liver
Disease) With Advanced Fibrosis.” The press release set forth, in relevant part:

“We are pleased that enrollment of the second cohort was completed very rapidly,
which speaks to the urgent need to identify an effective treatment for fatty liver
disease with advanced fibrosis,” said Dr. Peter G. Traber, President, Chief Executive
Officer, and Chief Medical Officer of Galectin Therapeutics Inc. “The goal of
therapy with GR-MD-02 in NASH patients with advanced fibrosis is the reversal of
fibrosis and prevention of complications of cirrhosis and liver transplantation.”

51. -On May 13, 2014, Defendants issued a press release entitled “Galectin Therapeutics
Reporfs First Qﬁérter 2014 Financial Results.” In addition to répo'r'tiﬁg. a ‘qliartéﬂy net loss of $5.4
million, or ($0.27) diluted earnings per share, the press release set forth, in relevant part:

“We continued to make significant progress in our liver fibrosis development
program through the first quarter of 2014. We announced -the successful results of
the first cohort of patients in our Phase 1 clinical trial for patients with NASH with
advanced fibrosis, which demonstrated that GR-MD-02 was safe and well tolerated.
Additionally, the results demonstrated positive changes in biomarkers, suggesting a
therapeutic effect on fibrosis. More recently, we announced on April 23, 2014, that
we have completed the enrollment of all of the required patients in cohort 2 of this
Phase 1 clinical trial, and we expect to announce the results around the end of July
2014,” said Peter G. Traber, M.D., Chief Executive Officer, President and Chief
Medical Officer, Galectin Therapeutics. “This Phase 1 first-in-man study is
evaluating the safety, tolerability, pharmacokinetics and exploratory biomarkers for
efficacy for single and multiple doses of GR-MD-02 when administered to patients
with fatty liver disease with advanced fibrosis.” |

52. On July 24, 2014, Emerging Growth disseminated a press release through
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Accesswire entitled “Galectin, Intercept, Others Vying for Lead Drugs in NASH Epidemic.”4 This
press release set forth, in relevant part:

Fat is driving the bus these days in one narrow, but widening, biotech sector as
companies strive for dominance. Among these are Galectin Therapeutics Inc.
(GALT), Intercept Pharmaceuticals (ICPT), Raptor Pharmaceuticals (RPTP) and
Gilead Sciences (GILD), all of which are n search of a cure for one stage or another
of “fatty liver disease.”

Fatty liver disease, at its extreme, means certain death. The prize these companies
are seeking is not only to cheat death but also to claw back some of the astronomical
healthcare costs related to the condition. Taking mto account the varying stages of
fatty liver disease, the U.S. market is projected to be valued at up to $40 billion by
2025. There’s always the liver transplant option, right? Wrong. One estimate, from
TransplantLiving.org, places the cost of a liver transplant at nearly $600,000 and that
estimate does not even cover all the other healthcare costs on the long road to referral
for a transplant. For the half a million people in the U.S. that have liver cirrhosis or
the up to 15 million people suffering from fatty liver disease, the hope for a
transplant is not good either, considering only about 6,300 liver transplants are
‘conducted annually.

Worse yet, diagnostics outside of a biopsy are lacking and there are no FDA
approved therapies for the treatment of liver fibrosis, which explains the value Wall
Street is placing on this relatively unattended segment of biotech.

Medical terms for these related diseases and their stages vary. NAFLD is a catch-all
term meaning nonalcoholic fatty liver disease (estimated to affect about 30% of the
North American population); NASH refers to nonalcoholic steatohepatitis, a
condition which, according to a statement at Science.gov, “can progress to cirrhosis
in 15-20%” of patients. The statement goes on 1o show that NAFLD “may
predispose patients 10 hepatocellular carcinoma,” i.e., liver cancer. The U.S. National
Tnstitutes of Health notes that “NASH occurs in people who drink little or no alcohol
and affects 2 to 5 percent of Americans, especially people who are middle-aged and
overweight or obese,” and that the condition also occurs in children.

From a clinical stage perspective, Intercept is leading the race; having delivered
positive data from a Phase 2 trial of obeticholic acid (OCA) earlier this year. Shares
tripled on the news. Galectin, a newly-coined member of the Russell 2000, is nipping
at Intercept’s heels and actually may be closer than what first appears with a Phase 1
trial because of the potential to treat fatty liver disease even once it has progressed.
What distinguishes their approach from others that the timing of intervention with

4 Available at: http://finance.yahoo.com/news/ galectin—intercept—others—vying-lead—140000916.html
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their proprietary carbohydrate polymer drug GR-MD-02 may be largely irrelevant to
outcomes, with GR-MD-02 seeming to work well even in advanced stages of liver
fibrosis. This is especially important in fatty liver diseases because they are silent
killers, often going undiagnosed for many years. The Galectin drug was granted
FDA fast-track approval nearly a year ago. |

Galectin has announced GR-MD-02 to be safe and well tolerated in the first cohort
of patients in its clinical trial, as well as showing changes in key biomarkers, which
suggests a therapeutic effect on fibrosis, or scarring of the liver that leads to loss of
liver function. Enrollment has been completed in the second cohort, with results
expected in the next few weeks, potentially a catalytic moment for the company’s
value. |

Further, late in June Galectin disclosed that research in an animal model of NASH
showed an oral version of GR-MD-02 to demonstrate a significant improvement in
disease. Coming at NASH with both infused and oral formulations could give
Galectin a competitive edge going forward.

Raptor has been narrowly focused on NASH treatment of adolescents with a slow-
release form of cysteamine bitartrate, which it developed after obtaining rights to the
core drug from University of California at San Diego. Raptor is conducting a Phase
2b trial under a Cooperative Research and Development Agreement with the
National Institute of Diabetes and Digestive and Kidney Diseases, part of the
National Institutes of Health.

Gilead is acting across a broader age spectrum in NASH freatment and should be
completing enrollment soon for a Phase 2b testing of its drug simtuzumab (GS-
6624). Results might be announced late 2016 or so. Gilead is looking to grow ifs
footprint in the liver disease space that is being overrun by NASH diagnoses. The
orowing number of effective treatments for hepatitis C, including Gilead’s Sovaldi,
are lending to a stabilized number in liver transplants related to hep C, with
predictions that NASH will surpass hep C as the leading cause of liver transplants by
2020. |

The apparently sudden prevalence of fatty liver disease and NASH on the biotech
horizon is due to the increasing incidence of obesity worldwide and greater
awareness of the conditions. After all, NASH didn’t even have a medical name three
decades ago. A U.S. Centers for Disease Control report says that 34.9% of American
adults are obese. That’s a 50% increase in obesity in less than 40 years and has lent
impetus to the rise in NASH, a disease dubbed “the next big global epidemic” on
CNBC’s NBR.

Those are big numbers and potentially big profits. So 1t is clear that fat is indeed
driving the biotech bus, with Galectin, Intercept, Gilead and Raptor in the front seats
and vying to take control of the wheel.
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53.  Shortly after the issuance of this press release, Defendants issued a Company press

release announcing a conference call on July 25 , 2014 to a provide updated results from the Phase 1|

NASH study.

54.  Following these releases, Galectin’-s stock price increased from $13.72 per share to
$15.32 per share.

C. The Truth Begins To Emerge

55. On July 25, 2014,‘ Feuerstein tweeted “$GALT paying penny stock promoters to
issue misleading PRs posted to Y!” ‘

56. On July 28, 2014, Bleecker Street Research published an arficle on|
SeekingAlpha.com claiming that Galectin “‘has strong ties to stock promoters’ engaging in a

misleading brand awareness campaign aimed at boosting its stock price.”
57.  Also on July 28, 2014, Feuerstein published an article on TheStreet.com entitled
“(Galectin Pays Stock Promoters to Entice Retail Investors.” The article set forth, in relevant part:

Last Thursday, Emerging Growth issued a press release, picked up by the Yahoo!
Finance feed, which misleadingly compared Galectin to Intercept Pharmaceuticals
(ICPT). - :

From a clinical stage perspective, Intercept is leading the race, Kaving
delivered positive data from a Phase 2 trial of obeticholic acid (OCA) earlier
this year. Shares tripled on the news. Galectin, a newly-coined member of the
Russell 2000, is nipping at Intercept’s heels and actually may be closer than
what first appears with a Phase 1 trial because of the potential to treat fatty
liver disease even once it has progressed. What distinguishes their approach
from others that the timing of intervention with their proprietary carbohydrate
. polymer drug GR-MD-02 may be largely mrelevant to outcomes, with
GRMD- 02 seeming to work well even in advanced stages of liver fibrosis.
This is especially important in fatty liver diseases because they are silent

> Article available at: http://www.thestreet.com/story/12823198/1/galectin-pays-stock-promoters-to-
entice-retail-investors.html?puc=yahoo&cm_ven=YAHOO
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killers, often going undiagnosed for many years. The Galectin drug was
granted FDA fast-track approval nearly a year ago.

Only someone being paid to shill would claim Galectin is “nipping at Intercept’s
heels.” Intercept is way ahead in developing a drug fo treals non-alcoholic
steatohepatitis (NASH), a severe form of fatty liver disease, and its clinical studies
to date have been designed using appropriate endpoints.

Galectin, by comparison, is conducting a phase I “safety” study of its NASH
candidate enrolling a tiny number of patients and using endpoints which collect
useless biomarker data. It’s as if Galectin doesn’t really want to find out if their
drug is effective against NASH.

After Emerging Growth’s misleading press release was issued Thursday, Galectin
followed up with a press release of its own on Friday to announce a conference call
for Tuesday morning. The subject of the call: To discuss updated results from its
phase I NASH study. [Emphasis added.] o

58. Oﬁ July 29, 2014, Defendants announced that the Company (under their direction
and on their watch) had posted a new presentation on the Company’s website regarding the results
of the second cohort of patients in Galectin’s Phase 1 clinical trial. The results were described as
“poor” by analysts.

59.  Later on July 29, 2014, Feuerstein published an article on TheStreet. cdm entitled
“Galectin Dmg is a Fatty Liver Flop.” The article set forth, in relevant part

Fruit pectin is delicious spread on toast, but can an experimental drug derived from
fruit pectin be effective as a treatment for fatty liver disease? Not so much, which
explains the steep drop in Galectin Therapeutics(GALT) Tuesday.

Galectin’s experimental drug GR-MD-02 flopped in a phase I study of
nonalcoholic steatohepatitis (NASH), a severe form of fatly liver disease. Across
just about every biomarker for efficacy Galectin thought to measure, GR-MD-02
showed no difference from placebo. Galectin deemed the updated results from the
phase I study to be a success because patients treated with GR-MD-02 reported no
serious side effects, but of course, ineffective placebos rarely raise safety concerns.
[Emphasis added. ] C

60.  On this news, Galectin shares collapsed $8.84 per share, or nearly 61%, to close on

July 29, 2014 at $5.70 per share. Galectin shares have not recovered.
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61.  On July 30, 2014, Defendants issued a press release entitled “Galectin Therapeutics
Issues Statement on GR-MD-02 Development Program.”® Therein, Defendants admitted to hiring
Emerging Growth in 2013, and admitted that Emerging Growth had written thirteen articles
promoting Galectin stock. |

62. = Throughout the Relevant Period, Defendants caused the Company to enter into and
perpetrate a scheme with Emerging 'GrowtthDM whereby these promoters would disseminate
positive but misleading reports about the Company. Defendants never disclosed this scheme to
shareholders, nor did they ever seek approval for such a scheme. Moreover, Defendants failed to
disclose that GR-MD—OZZ did not provide the benefits suggested by Defendants when discussing the
patent the Company was awarded or. the Phase 1 clinical trial Defendants were causing the
Company to conduct.

63.  Accordingly, as a result of Defendants’ breaches, the Company has been damaged.

- DERIVATIVE AND DEMAND ALLEGATIONS

64.  Plaintiff brings this action deﬁvaﬁvely in the right and for the benefit of Galectin to
redress the breaches of fiduciary dutfr and other violations of law by Defendanté. |

65.  Plaintiff will adequately and fairly represent the interests of Galectin and 1its
shareholders in enforcing and prosecuting its rights. |

66.  The Board cﬁrrenﬂy consists of the following ten (10) directors: defendants Traber,
Czirr, Martin, Amelio, Freeman, Greenberg, Mauldin, Prelack, Pressler and Rubin. Plaintiff has not
made any demand on the present Board to institute this action because such a demand would be a

futile, wasteful and useless act, for the following reasons:

6See http://finance.yahoo.com/news/ galectin-therapeutics-issues-staternent- gr-130731968 html
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4 Defendants Traber, Czirr, Martin, Amelio, Freeman, Greenberg, Mauidin,

Prelack, Pressler and Rubin (i.e. the entire Board) caused and/or allowed the
Company to enter into the illicit and unethical agreement with Emerging
Growth/TDM, whereby the Company’s stock price would be artificially inflated
through a series of misleading “articles” published by Emerging Growth. As set
forth above, the Defendants have admitted to hiring Emerging Growth/TDM n
June 2013, and have admitted that Emerging Growth published thirteen “articles™
thereafter. As a result of this illicit scheme, defendants Traber, Czirr, Martin,
Amelio, Freeman, Greenberg, Mauldin, Prelack, Pressler and Rubin (i.e. the
entire Board) each face a substantial likelihood of liability for their breach of
fiduciary duties, rendering any demand upon them futile. Moreover, this conduct
is not entitled to the protections of the business judgment rule;

_ Defendant Prelack illicitly sold and/or disposed of shares of Galectin stock while

in possession of material, non-public adverse information, during a time in which
Galectin stock was artificially inflated due to Defendants’ illicit scheme.
Defendants Czirr and Martin caused an entity which they controlled to sell shares
of Galectin stock while Czirr and Martin were in possession of material, non-
public adverse information, during a time in which Galectin stock was artificially
inflated due to Defendants’ illicit scheme. As such, defendants Prelack, Czirr
and Martin violated the Company’s insider trading policy, as set forth in the
Code. As a result of these illicit sales, defendants Prelack, Czirr and Martin each
received direct financial benefits not shared with Galectin shareholders, and are
therefore each directly interested in a demand. Further, defendants Prelack, Czirr
and Martin each are interested in a demand because they face a substantial
likelihood of liability for their breaches of fiduciary duties of loyalty and good
faith. Accordingly, demand upon Prelack, Czirr and Martin is therefore futile;

. The principal professional occupation of defendant Traber is his employment

with Galectin as the President, CEO and Chief Medical Officer, pursuant 0
which he has received and continues to receive substantial monetary
compensation and other benefits. In addition, according to the 2014 Proxy,
Defendants have admitted that defendant Traber is not independent. Thus,
defendant Traber lacks independence from demonstrably interested directors,
rendering him incapable of impartially considering a demand to commence and
vigorously prosecute this action; |

. Defendant Czirr, a founder of the Company, is currently a Galectin employee,

pursuant to which he has received and continues to receive substantial monetary
compensation and other benefits. In addition, according to the 2014 Proxy,
Defendants have admitted that defendant Czirr is not independent. Thus,
defendant Czirr lacks independence from demonstrably interested directors,
rendering him incapable of impartially considering @ demand to commence and
vigorously prosecute this action. In addition, defendant Czirr faces a substantial
likelihood of liability for breach of fiduciary duties in connection with the sales
of Galectin stock he caused the 10X Fund to execute, as set forth above;
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e. Defendants Traber, Czirr, Martin, Amelio, Freeman, Greenberg, Mauldin,

Prelack, Pressler and Rubin (i.e. the entire Board) signed the false and misleading
2013 10-K. The 2013 10-K was false and misleading because (among other
things) it utterly failed to disclose the scheme that Defendants had entered into
with Emerging Growth/TDM, and misstated the benefits and effectiveness of
GR-MD-02. As a result, defendants Traber, Czirr, Martin, Amelio, Freeman,
Greenberg, Mauldin, Prelack, Pressler and Rubin (i.e. the entire Board) each face
a substantial likelihood of liability for their breach of fiduciary duties, rendering
any demand upon them futile;

During the Relevant Period, defendants Prelack, Freeman and Greenberg served
as members of the Audit Committee. Pursuant to the Company’s Audit
Committee Charter, the members of the Audit Committee were and are
responsible for, infer alia, reviewing the Company’s amnual and quarterly
financial reports and reviewing the integrity of the Company’s internal controls.
Defendants Prelack, Freeman and Greenberg breached their fiduciary duties of
due care, loyalty, and good faith, because the Audit Committee, inter dlia,
allowed or permitted the Company to disseminate false and misleading
staternents in the Company’s SEC filings and other disclosures and caused the
above-discussed internal control failures. ‘Therefore, defendants Prelack,
Freeman and Greenberg each face a substantial likelihood of liability for their
breach of fiduciary duties and any demand upon them is futile; and

. Defendants Traber, Amelio, Freeman, Greenberg, Mauldin, Prelack, Pressler and

Rubin (a majority of the Board) are incapable of independently and
disinterestedly considering a demand to commence and vigorously prosecute this
action since, in addition to their participation or approval in the wrongs alleged
herein, each of these defendants are controlied by defendants Czirr and Martin.
In 2009, defendants Czirr and Martin led a takeover of the Company.
Defendants Czirr and Martin are also co-founders of the 10X Fund. As of March
19, 2014, 10X Fund — which is controlled by defendants Martin and Czirr -- is
the owner of all of the issued and outstanding shares of Galectin Series B
preferred stock. As holders of Galectin Series B preferred stock, 10X Fund has
the right to, among other things, vote as a separate class to nominate and elect
two directors, referred to as the Series B directors, and to nominate three
directors, referred to as the Series B nominees, who must be recommended for
election by holders of all of Galectin’s securities entitled to vote on election of
directors. Further, defendant Czirr is the Series B director. In addition to
controlling all of the issued and outstanding shares of the Series B preferred
stock, Czirr, Martin and the 10X Fund, collectively, own a significant amount of
the Company’s common stock. Defendants Czirr and Martin serve as Executive
Chairman and Vice Chairman of the Board, respectively. Due to their significant
business ties with one another, Czirr and Martin are beholden to one another.
Moreover, because of the influence each has as a result of their positions on the
Board and ownership of all of the Series B preferred stock and significant
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holdings of the Company’s common stock, defendants Traber, Amelio, Freeman,
Greenberg, Mauldin, Prelack, Pressler and Rubin (a majority of the Board) are
heholden to defendants Czirr and Martin, and are therefore incapable of
impartially considering a demand to commence and vigorously prosecute this
action against defendants Czirr and Martin. Thus, demand is futile as to
defendants Traber, Amelio, Freeman, Greenberg, Mauldin, Prelack, Pressler and |
Rubin. | |
FIRST CAUSE OF ACTION

AGAINST ALL DEFENDANTS FOR BREACH OF FIDUCIARY DUTY FOR
DISSEMINATING FALSE AND MISLEADING INFORMATION

67.  Plamntiff incorporates by reference and realleges each and every allegation set forth
above, as though fully set forth herein. |

68. As alleged n detail herein, éach of the Defendants (and particularly the Audit
Committee Defendants) had a duty to ensure that Galectin dissemiﬁated accurate, truthful and
complete.information-to its shareholders.

69.  Defendants Violated their fiduciary duties of care, onalty, and good faith by causing
or allov;ring the Company to disseminate to Galectin shéreholders materially misleading and
inaccu;ate information through, inter alia, SEC filings and other public statements and disclosures
as detailed herein. These actions coﬁld not have been a good faith exercise of prudent business
judgment.

70. As a direct and proximate result of Defendanfé’ foregoing breachés of fiduciary
duties, the Company has suffered significant damages, as a]ieged herein.

SECOND CAUSE OF ACTION

AGAINST ALL DEFENDANTS FOR BREACH OF FIDUCIARY DUTIES
FOR FAILING TO MAINTAIN INTERNAL CONTROLS

71.  Plaintiff incorporates by reference all preceding and subsequent paragraphs as if

fully set forth herein.
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72.-  As alleged herein, each of the Defendants had a fiduciary duty to, among ofhef
things, exercise good faith to ensure that the Company’s financial statements were prepared in
accordance with GAAP, and, when put on notice of problems with the Company’s business
practices and operations, exercise good faith in takmg appropriate action to correct the misconduct

and prevent its recurrence.

NN N R N

73 Defendants willfully ignored the obvious and pervasive problems with Galectin’s

internal controls practices and procedures and failed to make a good faith effort to correct the

o]

problems or prevent their recurrence.
1ol - 74 Asa direct and proximate result of the Defendants’ foregoing breaches of fiduciary
11 |} duties, thé Company has sustained damages.

12 o THIRD CAUSE OF ACTION

AGAINST THE INSIDER SELLING DEFENDANTS FOR BREACH OF FIDUCIARY
14 DUTIES FOR INSIDER SELLING AND MISAPPROPRIATION OF INFORMATION

15 75.  Plaintiff incorporates by reference all preceding and subsequent paragraphs as if
16 fully set forth herein.

76. At the time of the stock sales set forth herein, the Insider Selling Defendahts were in
possession of material, adverse, non-public information described above; and sold Galectin
cominon stock on ;the basis of such information. |
71 77.  The information described aboye was proprietary, non-public ‘information
99 || concerning the Company’s financial condition and future business prospects. It was a proprietary

23 || asset belonging to the Company that the Insider Selling Defendants used for their own benefit or for

24 |l the benefit of an entity they controlled when they sold Galectin common stock.

25 |
78. At the time of their stock sales, the Insider Selling Defendants knew that Defendants

26

had secretly hired Emerging Growth/ TDM to disseminate positive but misleading reports about the

| - 24 - |
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Company, and knew that GR-MD-02 did not provide the benefits suggested by the Defendants
when discussing the patent the Company was awarded or the Phase 1 clinical trial the Defendants
were causing the Company fo conduct.

79.  Since the use of the Company’s proprietary information for their own gain
constitutes a breach of the Insider Selling Defendants’ fiduciary duties, the Company is entitled to
the imposition of a constructive trust on any profits the Insider Selling Defeﬁdants obtained thereby.
Plaintiffs, on behalf of Galectin, have no adequate remedy at law.

FOURTH CAUSE OF ACTION
AGAINST ALL DEFENDANTS FOR UNJUST ENRICHMENT

80.  Plaintiff incorporates by reference and realleges each and every allegation set forth

|l above, as though fully set forth herein.

81. By their wrongful acts and omissions, the Defendants were unjustly enriched at the
expense of and to the detriment of Galectin.

82.  Plaintiff, as a shareholder and representative of Galectiﬁ, seeks restituti_on from these
Defendants, and each of them, and seeks an order of this Court‘disgorging all profits, benefits and
other compensation obtained by these Defendants, and each of them, from their wrongful conduct
and ﬁduciary breaches. ‘ |

FIFTH CAUSE OF ACTION

AGAINST ALL DEFENDANTS FOR ABUSE OF CONTROL
83.  Plaintiff incorporates by reference and realleges each and every allegation contained
above, as though fully set forth herein.
84.  Defendants’ misconduct alleged herein constituted an abuse of their ability to control

and influence Galectin, for which they are legally responsible. In particular, Defendants abused
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their positions of authority by causing or allowing Galectin to misrepresent material facts regarding
its financial position and business prospects.

85 As a direct and proximate result of Defendants’ aBuse of control, Galectin has
sustained significant damages.

R6.  As a result of the misconduct alleged herein, Defendants are liable to the Company.

87.  Plaintiff, on behélf of Galectin, has no adequate remedy at law.

SIXTH CAUSE OF ACTION
AGAINST ALL DEFENDANTS FOR GROSS MISMANAGEMENT

88.  Plaintiff incorporates by reference and realleges each and evefy allegation set forth

1 above, as though fully set forth herein.

89. Defendants had a duty to ‘Galectin and its shareholders to prudently SUpETVISe,
manage and control the operations,_ business and internal ﬁnaﬁcial accounting and disclosure
controls of Galectin.

90. Defendants, by their actions and by engaging in the wrongdoing described herein,

|| abandoned and abdicated their responsibilitieé and duties with regard to prudently managing the

businesses of Galectin in a manner consistent with the duties imposed upon them by law. By
committing the misconduct alleged herein, Defendants breached their duties of due care, diligence
and candor in the management and administration of Galectin’s affairs and in the use and
preservation of Galectin’s assets.

91.  During the course of the discharge of their duties, Defendants knew or recklessly
Adisregarded the unreasonable risks and losses aésociated with theﬁ misconduct, yet Defendants
caused Galectin to engage in the scheme complained of herein which they knew had an

unreasonable risk of damage to Galectin, thus breaching their duties to the Company. As a result,
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Defendants grossly mismanaged Galectin.
SEVENTH CAUSE OF ACTION

AGAINST THE DEFENDANTS FOR VIOLATIONS OF SECTION 14(A) OF THE
SECURITIES EXCHANGE ACT OF 1934

92.  Plaintiff incorporates by referenpe and realleges each and every allegation se{ forth
above, as though fully set forth herein. |

93. = Rule 14a-9, promulgated pursuant to §14(a) of the Securities Exchange Act of 1934,'
provides that no proxy statement shall contain “any statement Which, at the time and in the light of
the circumstances under which it is made, is false or misleading with respect to any material fact, or
which omits to 'sta;ce any material fact necessaiy in order to make the statements therein not false or
ﬁaisleadjng.” 17 CFR. §240.14a-9. Specifically, the 2014 Proxy violated §14(a) and Rule 14a-9
because it utterly failed to disclose that Defendants had caused the Company to enter into a scheme
with Emerging Growth/TDM, whereby these promoters would disseminate positive but misleading
reports about the Company.

04. In the exercise of reasonable care, Defendants should have known that by failing to
disclose this material fact, the staternents céntajncd in the Proxy were materially false and
misleading. The mis_represeﬁtations and omissions in the Proxy were material to plaintiffs in voting
on the Proxy. |

95. The Company was damaged as a result of the Defendants’ material
misrepresentations and omissions in the Proxy. |

PRAYER FOR RELIEF

WHEREFORE, Plaintiff demands judgment as follows:
A. Against all Defendants and in favor of the Company for the amount of damageé

sustained by the Company as a result of Defendants’ breaches of fiduciary duties;
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B. Directing Galectin to take all necessary actions to reform and improve its corporate
governance and internal procedures to comply with applicable laws and to protect the Company and
its shareholders ﬁom a repeat of the damaging events described herein, including, but not limited to,
putting forward for shareholder vote resolutions for amendments to the Company’s By-Laws or
Articles of Incorporation and taking such other action as may be necessary to place before
shareholders for a vote a proposal to strengthen the Board’s supervision of operations and develop
and implement procedures for greater shareholder input into the policies and ._guideljnes of the
Board

C. Awarding to Galectin restitution from Defendants, and each of them, and ordering
disgorgement of all profits, benefits and other compensation obtained by the Defendants;

D.  Awarding to Plaintiff the costs and disbursements of the action, including réasqnablc
attorneys’ fees, accountants’ and experts’ fees, costs, and expenses; and

E. Granting such other and further relief as the Court deems just and proper.

JURY DEMAND

Plaintiff deménds a trial by jury.

Dated: August 25, 2014 ALDRICH LAW FIRM, LTD.

dwmm

P. ALDRICH (N'V Bar No. 6877)
1 01 S. Rainbow Blvd., Suite 160
Las Vegas, Nevada 89146
Telephone: (702) 853-5490
Facsimile: (702) 227-1975
jaldrich@johnaldrichlawfirm.com

THE WEISER LAW FIRM, P.C.
- ROBERT B. WEISER

BRETT D. STECKER

JEFFREY J. CIARLANTO

22 Cassatt Avenue, First Floor
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Berwyn, PA 19312
Telephone: (610) 225-2677
Facsimile: (610)408-8062
rw@weiserlawfirm.com
bds@weiserlawfirm.com
jjc@weiserlawfirm.com

THE WEISER LAW FIRM, P.C.
KATHLEEN A. HERKENHOFF
12707 High Bluff Drive, Suite 200
San Diego, CA 92130

Telephone: (858) 794-1441
Facsimile: (858) 794-1450
kah@weiserlawfirm.com

Counsel for Plaintiff
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VERIFICATION

1, Sui Yip, under penalty of perjury, state as follows:

[ am the Plaintiff in the above-captioned action. Ihave read the foregoing Complaint and
authorized its filing. Based upon the investigation of my counsel, the allegations in the

Complaint are true to the best of my knowledge, information and belief.

DATED: 8/ 6 ! A | “:?)'/ﬂLL‘/

Sui Yip "
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UNITED STATES DISTRICT COURT

DISTRICT OF NEVADA

DAVID L. HASBROUCK, derivatively on
behalf of GALECTIN THERAPEUTICS, INC.,

Plaintiff,
V.
PETER G. TRABER, JAMES C. CZIRR,
JACK W. CALLICUTT, GILBERT F.
AMELIO, KEVIN D. FREEMAN, ARTHUR R.
GREENBERG, ROD D. MARTIN, JOHN F.
MAULDIN, STEVEN PRELACK, HERMAN
PAUL PRESSLER, III, and DR. MARC RUBIN,
Defendants,
and

GALECTIN THERAPEUTICS, INC.,,

Nominal Defendant.

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

)

Case No.:
3:14-CV-00402-0HDM-VPC

STIPULATION AND [PROPOSED] ORDER TO CONSOLIDATE

(captions continue onto next page)
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SUI YIP, derivatively on behalf of .
GALECTIN THERAPEUTICS, INC.,

Plaintiff,

Case No.:
2:14-CV-01383-JCM-PAL

V.

)

)

)

)

)

)

)
PETER G. TRABER, JACK W. CALLICUTT, = )
JAMES C. CZIRR, ROD D. MARTIN, GILBERT )
F. AMELIO, STEVEN PRELACK, KEVIN D. )
FREEMAN, ARTHUR R. GREENBERG, JOHN )
F. MAULDIN, PAUL PRESSLER and )
MARC RUBIN, )
)

Defendants, )

)

)

)

)

)

)

)

and

GALECTIN THERAPEUTICS, INC.,

Nominal Defendant.

COMES NOW, DAVID L. HASBROUCK, SUI YIP, PETER G. TRABER, JAMES C.
CZIRR, JACK W. CALLICUTT, GILBERT F. AMELIO, KEVIN D. FREEMAN, ARTHUR R.
GREENBERG, ROD D. MARTIN, JOHN F. MAULDIN, STEVEN PRELACK, HERMAN
PAUL PRESSLER, II, MARC RUBIN, and GALECTIN THERAPEUTICS, INC., by and
through their attorneys of record, and hereby stipulate and agree as follows:

1. The two above-captioned actions are each shareholder derivative actions brought
against the same set of Defendants—certain officers and directors of Galectin Therapeutics, Inc.
(“Galectin™) with Galectin as a nominal defendant—alleging claims for breach of fiduciary
duties in conmection with alleged false and misleading public | statements and/or omissions
concerning Galectin’s business, operations, prospects, and performance;

2. The above-captioned actions involve the same subject matter and common

questions of law and fact, including, but not limited to, the following: (i) whether Galectin made
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Case 3:14-cv-00402-RCJI-WGC Document 32 Filed 09/10/14 Page 3 of 6

public statements that contained false statements of material fact or omitted material facts
making the statements misleading; (ii) whether the Galectin officers and directors named as
defendants (the “Individual Defendants™) breached their fiduciary duties; (iii) whether and to
what extent the alleged breaches of fiduciary duties caused Galectin to suffer damages and the
appropriate measure of any such damages; and (iv) whether certain of the Individual Defendants
were unjustly enriched;

3. Plaintiffs in both of the actions and Defendants agree that the actions should be
consolidated for all purposes pursuant to Rule 42(a) of the Federal Rules of Civil Procedure as
part of In re Galectin Therapeutics, Inc. Derivative Litigation, Lead Case No. 3:14-CV-00402-
HDM-VPC; |

4, Plaintiffs agree that the appointment of Co-Lead Counsel will promote the
efficient prosecution of the consolidated action;

5. While defendants also support the appointment of lead counsel who will be
responsible for coordinating plaintiffs’ efforts in these actions they do not, at this time, take any
position concerning which law firm(s) should be appointed as lead counsel. Defendants do not
waive, and hereby expressly reserve, their right to challenge the suitability of any appointed lead
plaintiff or lead counsel on any ground, including that such person does not satisfy the standards
set forth in Federal Rule of Civil Procedure 23.1; and

6. The time for Defendants to answer or otherwise respond to the complaints filed in
the above-captioned actions has not yet passed.

THEREFORE, IT IS HEREBY ORDERED as follows:

8. The above-captioned actions, which involve the same subject matter, same

Defendants, and common questions of law and fact, are related actions that, in the interests of
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1 ||justice and efficiency are hereby consolidated for all purposes, including pre-trial proceedings
2 || and trial, pursuant to Ruie 42(a) of the Federal Rules of Civil Procedure.
3 0. The Clerk shall_ maintain a master file under -the caption In re Galectin
4 || Therapeutics, Inc. Derivative Litigation, Lead Caée No. 3:14-CV-00402-HDM-VPC (the
5 “Conso_lidated Action™). Any and all other shareholder derivative lawsuits that have been or are
6 ||in the future filed against any of the Defendants arising out of the same nucleus of operative facts
7 || as those alleged in the above-styled actions, including any such derivative lawsuits transferred to
8 this District from another United States District Court, shall, until further Order of this Court, be
9 || consolidated for all purposes pursuant to Rule 42(a) of the Federal Rules of Civil Procedu;e into
10 || the Consolidated Action, and this Order shall apply thereto. The Clerk is directed to inform.
11 || counsel in any such other case of this Order. Nothing in the foregoing shall be construed as a
12 || waiver of the parties’ right to object to the consolidation of any subsequently-filed or transferred
13 || related action.
14 10.  All pleadings or papers hereafter filed with the Court in the Consolidated Action

15 || shall bear the following caption:

16 UNITED STATES DISTRICT COURT
DISTRICT OF NEVADA

17
18 Lead Case No. 3:14-CV-00402-

IN RE GALECTIN THERAPEUTICS, INC. HDM-VPC
19 || DERIVATIVE LITIGATION
20 _ — - _
o1 11.  When a pleading or other court paper filed in the Consolidated Action is intended

” to apply to all actions therein, the words “All Actions™ shall appear immediately after the words

”3 “This Document Relates to” in the caption set out above. When a pleading or other court paper

KagEMPFER CROWELL
510 West Fourth Streat
Carson City, Nevada 88703

Y is intended to be _applicable to only one, but not all, of such actions, the party filing the document
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of Galectin. Accordingly, the claims sought to be advanced by Plaintiff in this action will be
pursued in the consolidated federal derivative action.’

Because a stay of this case in deference to the consolidated federal derivative actions
would promote judicial efficiency, conserve resources and avoid unnecessary risks of
inconsistent adjudication, all without prejudicing any party, Defendants respectfully request that
this Court enter an order staying proceedings in this case pending resolution of the parallel,

earlier-filed derivative actions pending in federal court.

11. RELEVANT FACTUAL BACKGROUND

Al The Parties

Nominal Defendant Galectin is incorporated under the laws of Nevada and has its
headquarters and principal place of business in Norcross, Georgia. See Compl. § 13. Galectin is
a development-stage company engaged in drug research and development seeking to create new
therapies for fibrotic disease and cancer. /d. Galectin is currently in the process of developing
GR-MD-02, a drug intended to be used in the treatment of liver fibrosis associated with non-
alcoholic liver cirrhosis. Id. Y 2. The Individual Defendants are directors and/or officers of
Galectin. Id ] 14-23. Plaintiff alleges that he is a current holder of Galectin common stock
who has held shares of the stock at all times relevant to his claims in this action. Id. § 12.

B. The Related Pending Galectin Shareholder Litigation Matters

1. The Federal Securities Action

On July 30, 2014, the first of three putative class action lawsuits alleging violations of the
federal securities laws by the Company and certain Galectin officers and directors was filed in
the United States District Court for the District of Nevada. See Ballesteros v. Galectin

Therapeutics Inc. et al. Compl., C.A. No. 3:14-CV-00399 (D. Nev. July 30, 2014) (copy attached

! Defendants do not object to Plaintiff seeking to participate in the federal derivative action.
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hereto as Exhibit A). On August 6, 2014, two additional putative class action complaints
alleging substantially identical claims were filed in the same court. See Gombau v. Galectin
Therapeutics Inc. et al., C.A. No. 2:14-CV-01287 (D. Nev. Aug. 6, 2014); Gelzayd v. Galectin
Therapeutics Inc. et al., C.A. No. 3:14-CV-00412 (D. Nev. Aug. 6, 2014). The complaints
generally allege that, between January 6, 2014 and July 28, 2014 (the “Class Period”), the
Company and certain of its officers and directors made false and misleading public statements
about the Company’s clinical triai stage drug, GR-MD-02, and failed to disclose that Galectin
had hired Emerging Growth Corp. (“Emerging Growth™), to write articles about the Company.
See, e.g., Ex. A1, 3, 18, 24, 26, 27, 33, 34, 37.
Each of the securities cases was assigned to the Honorable Robert C. Jones of the United
States District Court for the District of Nevada. On August 21, 2014, Judge Jones entered an
order finding that the securities cases presented common questions of law and fact and
consolidating the cases. See attached Exhibit B. Judge Jones’s consolidation order provides that
the defendants in the securities action will respond to an amended consolidated complaint to be
filed by a lead plaintiff(s) appointed to prosecute the claims pursuant to the Private Securities
Litigation Reform Act of 1995 (the “PSLRA”™). A hearing on various movants’ motions to be
appointed as lead plaintiff(s) is presently scheduled before Judge Jones on December 1, 20142
2, The Derivative Actions Pending In The Federal District Court And
This Court
Following the filing of the securities class actions, three shareholder derivative
complaints were filed asserting claims based on the same alleged misstatements, omissions, and

events as the securities action. On August 1, 2014, the first derivative action was filed on behalf

2 Also scheduled to be heard on December 1, 2014 are defendants’ motions to transfer both the securities and
derivative actions to the United States District for the Northern District of Georgia, where Galectin has its
headquarters and principal place of business.
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of Galectin in the United States District Court for the District of Nevada. See Hasbrouck v.
Traber et al. Compl., C.A. No. 3:14-CV-00402 (D. Nev. Aug. 1, 2014) (attached as Exhibit C).
On August 25, 2014, a second nearly identical derivative lawsuit was filed in the same court.
See Yip v. Traber et al. Compl., C.A. No. 2:14-CV-01383 (D. Nev. Aug. 6, 2014) (attached as
Exhibit D). By order dated September 10, 2014, the federal derivative lawsuits were
consolidated. See attached Exhibit E. That same day, the consolidated derivative actions were
assigned to Judge Jones so that he could preside over both the consolidated putative securities
class action and the related consolidated derivative action. See attached Exhibit F. This
derivative action was the last of the three filed.

The consolidated federal derivative actions, like the complaint in this case, seek recovery
for claimed injury to the Company purportedly caused by certain directors’ and/or officers’
alleged breaches of fiduciary duties. Although pending in federal court, the federal derivative
complaints seek to assert the same Nevada state law claims for breach of fiduciary duties,
mismanagement, and unjust enrichment as are alleged in this case. Compare Ex. C 109-124
and Ex. D 49 67-74, 80-91 with Compl. Y 87-102. In addition, the Hasbrouck Complaint
includes an aiding and abetting count and the Yip Complaint includes a claim for alleged
violation of Section 14(a) of the Securities Exchange Act of 1934 (the “Exchange Act™).

All three derivative actions arise out of substantially the same alleged events and
circumstances as the federal securities action. Like the complaints in the securities action, the
derivative complaints allege that Galectin’s officers and directors caused the Company to issue
false and misleading statements regarding the prospects and benefits of GR-MD-02 during an
alleged “Relevant Period” beginning on January 6, 2014. Ex. C93,7,37,40-42,46,51;Ex. D §
4, 6, 44, 58, 59, 62. The complaints further allege that the Galectin’s officers and directors

concealed that the Company had hired Emerging Growth to write articles about Galectin and
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GR-MD-02. Ex. C {7, 43, 46-50; Ex. D § 3, 6, 36, 43, 46, 55-57, 62.

I11. ARGUMENT AND CITATION OF LEGAL AUTHORITIES

For the reasons set forth below, this derivative case should be stayed in deference to the
prior-filed and substantively identical consolidated derivative actions pending in federal court.

A. This Court Has Discretion To Order The Requested Stay.

This Court has the discretion to stay this case pending resolution of the earlier-filed
federal derivative litigation pursuant to its inherent power to “control the disposition of the
causes on its docket with economy of time and effort for itself, for counsel, and for litigants.”
Landis v. N. Am. Co.,299 U.S. 248, 254 (1936); see also Maheu v. Eighth Judicial District Court
of the State of Nev., in and for the County of Clark, 510 P.2d 627, 629 (Nev. 1973) (quoting
Landis, 299 U.S. at 254). Courts generally weigh three factors when considering a motion to
stay a case: (1) the judicial resources that would be saved by avoiding duplicative litigation; (2)
hardship and inequity to the moving party if the action is not stayed; and (3) potential prejudicé
to the non-moving party. See, e.g., Tobler v. Depuy Orthopeadics, Inc., No. 2:12-cv—01167,
2012 WL 3598291, at *1 (D. Nev. Aug. 17, 2012) (quoting Rivers v. Walt Disney Co., 980 F.
Supp. 1358, 1360 (C.D. Cal. 1997)); accord Fitrol Corp. v. Kelleher, 467 ¥.2d 242, 244 (9th Cir.
1972) (In determining whether a stay is appropriate, a districf court should consider: (1) “the
hardship or inequity a party may suffer in being required to go forward”; (2) “the orderly course
of justice measured in term of the simplifying or complicating of issues, proof, and questions of
Jaw which could be expected to result from a stay”; and (3) “the possible damage that may result
from the stay.”). Stays are generally warranted where, as here, multiple lawsuits have been filed
addressing the same essential claims and controversy. See Commercial Cas. Ins. Co. v. Swar'ts,
Manning & Assoc., Inc., No. 2:06-CV-00635, 2007 WL 2155711, at *3 (D. Nev. July 25, 2007)

(staying case in deference to substantially similar matter brought against same parties); Shanik v.
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Adler, 268 A.2d 1007, 1008 (N.Y.A.D. 2d Dept. 1944) (staying state court derivative action in
deference to parallel federal derivative action asserling the same claims). A stay may be the
most efficient and fairest course when there are “independent proceedings which bear upon the
case.” Levya v. Certified Grocers of Cal., Ltd., 593 F.2d 857, 863 (9th Cir. 1979).

Here, these factors favor granting Defendants’ motion to stay. The Court should
therefore exercise its discretion to stay proceedings in this case in deference to the parallel,
earlier-filed derivative actions pending in federal court.

B. A Stay Will Promote The Efficient Adjudication Of The Derivative Claims

And Will Avoid An Unnecessary Risk Of Inconsistent Rulings.

This lawsuit is a textbook example of a case that should be stayed to promote judicial
efficiency and avoid the risk of inconsistent judgments. See, e.g., In re Ormat Technologies,
Inc., No. 3:10—cv-00177, 2011 WL 3841089, at *3 (D. Nev. Aug. 29, 2011) (ordering stay of
duplicative derivative suit, recognizing courts have. “discretion to grant a stay when the stay
serves the interests of judicial economy and efficiency”). The claims that Plaintiff seeks to assert
in this lawsuit are substantively identical to the claims asserted in the consolidated federal
derivative actions. Each of the derivative complaints, including this one, seeks recovery from
the same Galectin officers and/or directors on behalf of Galectin for injuries claimed to have
been caused by alleged breaches of fiduciary duties and mismanagement by certain of the
Company’s directors and/or officers based on substantially the same alleged events. The claims
in each of the complaints arise primarily out of the Company’s issuance of allegedly false and
misleading statements regarding Galectin’s experimental drug, GR-MD-02, and the Company’s
engagement of Emerging Growth to write articles about Galectin and its drugs in development.

The derivative complaints also include claims that Galectin directors and/or officers were
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unjustly enriched to the Company’s detriment and committed corporate “waste.”

As a practical matter, it does not make sense for the same derivative claims seeking the
same relief from the same parties to proceed simultaneously in multiple actions before multiple
courts. Assuming, for the sake of argument, that any entitlement to recovery against any of the
Defendants is warranted, there ultimately can only be one such recovery on behalf of Galectin.
Because the derivative claims actually belong to Galectin—not the named derivative plaintiffs,
who are merely seeking to assert claims on the Company’s behalf—any monetary recovery
would go to the Company, not the named plaintiffs. To permit this same possible recovery to be
pursued in multiple actions before multiple courts would cause substantial and unnecessary
waste of the courts’ and Galectin’s resources. In addition, having multiple actions proceed
simultaneously would create a substantial risk of inconsistent judicial decisions.

For these reasons, the preferable course is to stay this competing derivative action and
permit the derivative claims to be litigated in one action in one forum: the federal district court,
where the related putative securities class action is also pending. See Shanik, 268 A.2d 1008
(staying state court derivative action in deference to federal action asserting same claims); see
also In re Ormat, 2011 WL 3841089, ét *5 (staying derivative action in deference to
“duplicative” securities class action because “[a] stay . . . would [] preserve judicial resources
because the claims and parties in the two lawsuits substantially overlap”); Swarts, Manning &
Assoc., Inc., 2007 WL 2155711, at *3 (staying case in deference to substantially similar matter
brought against same parties); ¢.f Adirondack GP, Inc. v. Am. Power Corp., C.A. No. 150060,
1996 WL 684376, at *7 (Del. Ch. Nov. 13, 1996) (staying case because “[i]f the same factual

disputes must be resolved in both cases, allowing both to go forward carries the attendant risk of

> A claim of corporate “waste” entails “an exchange of corporate assets for consideration so disproportionately
small as to lie beyond the range at which any reasonable person might be willing to trade.” Brehm v. Eisner, 746
A.2d 244, 263 (Del. 2000) (emphasis added). A waste claim lies only where a board “irrationally squanderf{s] or
give[s] away corporate assets.” Id.
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inconsistent verdicts and would be a waste of both this Court’s and the [other] court’s
resources”).

Indeed, Ormat and other cases have held that, where derivative suits are based on the
same facts and allegations that are the subject of parallel federal securities litigation, the
derivative litigation should be stayed in its entirety pending final adjudication of the securities
litigation, because proceeding with the derivative action would divert financial and management
resoufces away from the company’s defense of the securities litigation and could otherwise
undermine the company’s defense of the securities litigation. See 2011 WL 3841089, at *4; see
also In re STEC, Inc. Deriv. Litig., No. CV 10-00667-JVS MLGX, 2012 WL 8978155, at *4
(C.D. Cal. Jan. 11, 2012); Breault v. Folino, No. SACV 010-826, 2002 WL 31974381, at *2
(C.D. Cal. Mar. 15, 2002); Cucci v. Edwards, No. SACV 07-532, 2007 WL 3396234, at *2 (C.D.
Cal. Oct. 31, 2007). Based on these authorities, it would not be appropriate to require
simultaneous merits defense of both the securitiés class action litigation and related derivative
litigation.4 However, if both the securities action and the factually-related derivative litigation
were to proceed in parallel, at minimum, the derivative claims should proceed in a single forum

to minimize further harm and waste of company resources as well as to promote efficient

* Discovery in the federal securities action is currently stayed pursuant to the PSLRA, 15 U.S.C. § 78-4(b)(3)(B),
which was enacted to protect companies from the cost and disruption entailed in responding to discovery requests
unless and until a subject complaint is held to have stated a claim. See SG Cowen Sec. Corp. v. U.S. Dist. Court for
N. Dist. of Cal., 189 F.3d 909, 911 (9th Cir. 1999). Courts often stay discovery in derivative actions pending the
lifting of the PSLRA stay in related securities litigation. See, e.g., Inre Cardinal Health, Inc. Sec. Litig., 365 F.
Supp. 2d 866, 877 (S.D. Ohio 2005); In re Asyst Techs., Inc. Derivative Litig., No. C-06-04699, 2008 WL 916883
(N.D. Cal. Apr. 3, 2008) (staying discovery in derivative action pending lifting of PSLRA stay applicable to related
securities claims); n re Trump Hotel S holder Derivative Litig., No. 96 Civ. 7820, 1997 WL 442135 (S.D.N.Y.
Aug. 5, 1997) (same). This is to avoid the substantial burden that would result if defendants were required in a
derivative action “to produce virtually the same discovery that has been stayed” under the PSLRA in a related
securities action. See In re Crompton Corp. Secs. Litig., No. 3:03-CV-1293, 2005 WL 3797695, at *3 (D. Conn.
July 22, 2005); Schwartz v. TXU Corp., No. 3:02-CV-2243-K, 2004 WL 1732477, at *2 (N.D. Tex. July 30, 2004)
(staying discovery in state court action because “some of the discovery which will likely occur . . . would probably
be duplicative of some of the discovery which could potentially take place in [the federal] case™). Defendants
reserve their rights to later seek to stay any discovery in the derivative cases (or to stay the derivative cases in their
entirety) pending (i) a determination that the plaintiffs in the federal securities action have stated a claim for relief,
(i) the lifting of the PSLRA discovery stay in the federal securities action, and/or (iii) final adjudication of the
federal securities action.
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adjudication of the claims and avoid the risk of inconsistent judgments.

Finally, the derivative case before this Court was filed after both of the two substantively
identical derivative complaints presently pending in federal court. Courts frequently exercise
their discretion to order the stay of a later-filed shareholder derivative action to avoid duplication
of effort, possible harassment of the defendant, and because it is in the best interests of the
corporation. See, e.g. Rosenfeld v. Schwitzer Corp., 251 F. Supp. 758, 765 (D.C.N.Y. 1966)
(“[Blecause of the unique problems presented by [derivative] litigation . . . there has grown up a
judicial trend to stay subsequently initiated derivative actions to await a final decision 1n an
carlier suit, wherein the rights of the parties would be adjudicated.”) (citations omitted); see also
Auerbach v. Cities Service Co., 143 A.2d 904, 908 (Del. 1958) (recognizing that, whether to
grant a stay of a later-filed shareholder derivative action where an earlier action is pending
involving the same corporation, is a matter of the court’s discretion). Later-filed suits are stayed
in favor of earlier-filed suits where the same parties and same issues are before a court of
competent jurisdiction. See McWane Cast Iron Pipe Corp. v. McDowell-Wellman Engineering
Co., 263 A.2d 281, 283 (Del. 1970) (stay may be granted “when there is a prior action pending
elsewhere, in a court capable of doing prompt and complete justice, involving the same parties
and the same issues™); Diedenhofen-Lennartz v. Diedenhofen 931 A.2d 439, 446 (Del. Ch 2007)
(applying McWane doctrine and staying case in favor of first-filed action); see also Global
Experience Specialists, Inc. v. Cunniffe, No. 2:14-CV-421 JCM, 2014 WL 3748931, at *3 (D.
Nev. July 30, 2014) (recognizing the court’s discretion to stay a later-filed suit “[w]hen two
cases involving the same parties and issues are filed in two different [courts]”).”

To promote the efficient litigation of the derivative claims, minimize unnecessary

5 In derivative litigation, the company, rather than the nominal plaintiff, is the real party interest, so Plaintiff’s
absence from the federal case does not weigh against a stay. See Loeb v. First Judicial District Court, 309 P.3d 47,
49 (Nev. 2013) (corporation is the real party in interest in derivative case).
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burdens on the parties (including the real party in interest, Galectin), and avoid an unnecessary
risk of inconsistent rulings, this case should be stayed pending resolution of the parallel, earlier-
filed federal derivative actions.

C. This Action Should Be Stayed To Avoid Hardship to Defendants.

Failure to stay this derivative action in deference to the substantively identical federal
derivative actions would impose hardship on the Individual Defendants and Galectin, on whose
behalf the derivative litigation is purportedly brought. It would be a considerable burden for
Defendants to be required to simultaneously defend themselves against the same set of derivative
claims seeking the same relief in multiple courts. The burden on the Company would be
particularly severe in this case because Galectin is an early-stage biotechnology company with a
relatively small executive team; thus, the distraction and burden of litigating multiple duplicative
derivative cases in multiple courts would be particularly detrimental to the Company and 1its
ongoing operations. As such, the Court should stay this derivative action so that the derivative
claims can be adjudicated in one action in one forum. See In re Ormat, 2011 WL 3841089, at *4
(recognizing that “the concerns of hardship and equity to the [moving party] are especially
relevant in sharcholder derivative cases” where a related case is proceeding on the same issues;
granting stay); Richmond American Homes of Nevada, Inc. v. Stanton, 2012 WL 6163074, at *3
(D. Nev. Dec. 11, 2012) (staying case due to “the hardshiﬁ or inequity which a party may suffer
in being required to go forward”); Kelleher, 467 F.2d at 244 (recognizing “the hardship or
inequity which a party may suffer in being required to go forward” in its analysis of whether to
grant a stay).

D. Plaintiff Will Not Be Unduly Prejudiced By The Requested Stay.

On the other hand, the requested stay will not unduly prejudice Plaintiff. As noted, the

Plaintiff is not seeking (indeed cannot seek) recovery for his own direct personal benefit in this

546
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lawsuit. See In re Maxxam, Inc./Federated S’ holders Litig., 698 A.2d 949, 956 (Del. Ch. 1996)
(observing that a “stockholder plaintiff’s claim for redress in a derivative action is not personal”
but belongs to the company); accord Loeb, 309 P.3d at 49 (corporation is the real party in
interest in derivative case). Instead, Plaintiff seeks to assert derivatively claims that belong to
and are meant to benefit Galectin. The rights and interests of Galectin that Plaintiff seeks to
assert in this case will be represented in the parallel federal derivative actions. Furthermore,
Plaintiff could seek to participate in the federal derivative if he so chooses. For all of these
reasons, the requested stay will not unduly prejudice the Plaintiff.
IV. CONCLUSION
For the foregoing reasons, Defendants respectfully request that this Court enter an order
staying the proceedings in this case pending adjudication of the earlier-filed, parallel derivative
actions currently pending in federal court.
Respectfully submitted this 17" day of November, 2014.

KAEMPFER CROWELL

s/ Lyssa S. Anderson

LYSSA S. ANDERSON

Nevada Bar No. 5781

8345 West Sunset Road, Suite 250

I.as Vegas, Nevada 89113

Tel:  (702) 792-7000

Fax: (702) 796-7181
landerson@kcnvlaw.com

Attorney for Defendants
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CERTIFICATE OF SERVICE

I hereby certify that on November 17, 2014, 1 forwarded copies of the foregoing

DEFENDANTS’ MOTION TO STAY THE CASE IN DEFERENCE TO PRIOR-FILED

PARALLEL DERIVATIVE LITIGATION AND SUPPORTING MEMORANDUM OF

LAW by ECF and/or U.S. Mail to the following attorneys of record:

Natasha A. Landrum, Esq. Edward W. Miller, Esq.
David S. Davis, Esq. Joshua M. Lifshitz, Esq.
LEE, HERNANDEZ, LANDRUM LIFSHITZ AND MILLER
& GAROFALO 821 Franklin Avenue, Suite 209

7575 Vegas Drive, Suite 150
Las Vegas, Nevada 89128

Garden City, New York 11530

DATED this 17" day of November, 2014.

/s/ Becky Hildebrand

an employee of Kaempfer Crowell
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THE O’MARA LAW FIRM, P.C.

WILLIAM M. O’MARA (Nevada Bar No. 0837)
DAVID C. O'MARA (Nevada Bar No. 8599)
311 East Liberty Street

Reno, NV 89501

Telephone: 775/323-1321

775/323-4082 (fax)

ROBBINS GELLER RUDMAN
& DOWD LLP

DARREN J. ROBBINS

DAVID C. WALTON

655 West Broadway, Suite 1900

San Diego, CA 92101-8498

Telephone: 619/231-1058

619/231-7423 (fax)

Attorneys for Plaintiff

UNITED STATES DISTRICT COURT

DISTRICT OF NEVADA

MARISSA BALLESTEROS, Individuallyand ) No.
on Behalf of All Others Similarly Situated,
CLASS ACTION

Plaintiff,
COMPLAINT FOR VIOLATION OF THE

VS, FEDERAL SECURITIES LAWS

GALECTIN THERAPEUTICS INC., JAMES
C. CZIRR, PETER G. TRABER and JACK W.
CALLICUTT,

Defendants.
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Plaintiff, individually and on behalf of all others similarly situated, by plaintift’s undersigned
attorneys, for plaintiff’s complaint against defendants, alleges the following based upon personal
knowledge as to plaintiff and plaintiffs own acts, and upon information and belief as to all other
matters based on the investigation conducted by and through plaintiff’s attorneys, which included,
among other things, a review of Securities and Exchange Commission (“SEC”) filings by Galectin
Therapeutics Inc. (“Galectin” or the “Company™), as well as media reports about the Company and
Company press releases. Plaintiff believes that substantial additional evidentiary support will exist
for the allegations set forth herein after a reasonable opportunity for discovery.

NATURE OF THE ACTION

1. This is a securities class action on behalf of all persons who purchased or otherwise
acquired Galectin publicly traded securities between January 6, 2014 and July 28, 2014, inclusive
(the “Class Period”), against Galectin and certain ofits officers and/or directors for violations ofthe
Securities Exchange Act of 1934 (1934 Act”). These claims are asserted against Galectin and
certain of its officers and/or directors who made materially false and misleading statements during
the Class Period in press releases and filings with the SEC.

2. Galectin is a development stage company engaged in the research and development of
therapies for fibrotic disease and cancer. The Company’s lead product candidates include GR-MD-
02, a complex polysaccharide polymer for the treatment of liver fibrosis and fatty liver disease (non-
alcoholic steatéhepatitis or “NASH”).

3. Throughout the Class Period, defendants violated the federal securities laws by
disseminating false and misleading statements to the investing public. As aresult of defendants’
false statements, Galectin’s stock traded at artificially inflated prices during the Class Period,
reaching a high of $18.30 per share on February 27, 2014.

-1-
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4. On July 28, 2014, Bleecker Street Research published an article on SeekingAlpha.com
claiming that Galectin “has strong ties to stock promoters” engaging in a misleading brand
awareness campaign aimed at boosting its stock price.

5. On July 28, 2014, Adam Feuerstein (“Feuerstein™} published an article on
TheStreet.com tevealing that Emerging Growth Corp. (“Emerging Growth™), through its parent
company TDM Financial (“TDM?”), a penny-stock promotions firm, was the investor relations and
marketing company Galectin was paying for misleading promotional campaigns to entice investors
to buy 1its stock. ‘

6. On this news, Galectin’s stock plummeted $8.84 per share to close at $5.70 per share
on July 29, 2014, a one-day decline of nearly 61% on volume of nearly 7.7 million shares.

7. As aresult of defendants” false statements, Galectin securities traded at artificially
inflated levels during the Class Period. However, after the above revelations seeped into the market,
the Company’s securities were hammered by massive sales, sending the Company’s stock price
down nearly 69% from its Class Period high.

JURISDICTION AND VENUE

8. The claims asserted herein arise under and pursuant to §§10(b) and 20(a) of the 1934
Act (15U.S.C. §§78j(b) and 78t(a)) and Rule 10b-5 (17 C.F.R. §240.10b-5) promulgated thereunder
by the SEC. This Court has jurisdiction over the subject matter of this action pursuant to 28 U.S.C.
§1331 and §27 of the 1934 Act (15 U.S.C. §78aa).

0. Venue is proper in this District pursuant to §27 of the 1934 Act and 28 U.S.C.
§1391(b), as many of the acts and practices complained of herein occurred in substantial part in this

District and Galectin is incorporated in Nevada.
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10. In connection with the acts alleged in this complaint, defendants, directly or
indirectly, used the means and instrumentalities of interstate commerce, including, but not limited to,
the mails, interstate telephone communications and the facilities of the national securities markets.

PARTIES

11.  Plaintiff Marissa Ballesteros purchased the publicly traded securities of Galectin
during the Class Period as set forth in the certification attached hereto and was damaged as the result
of defendants’ wrongdoing as alleged in this complaint,

12.  Defendant Galectin is an early-stage biotechnology company developing a number of
active compounds to treat fibrotic diseases and cancer.

13.  Defendant James C. Czirr (“Czirr™) is, and at all relevant times was, Execulive
Chairman of the Board of the Company.

14.  Defendant Peter G. Traber (“Traber”) is, and at all relevant times was, President,
Chief Executive Officer (“CEQ”), Chief Medical Officer and a director of the Company.

15.  Defendant Jack W. Callicutt (*Callicutt™) is, and at all relevant times was, Chief
Financial Officer (“CFQO”) of the Company.

16.  The defendants named above in f13-15 are referred to herein as the “Individual
Defendants.”

17.  The Individual Defendants, because of their positions with the Company, possessed
the power and authority to control the contents of Galectin’s quarterly reports, press releases and
presentations to securities analysts, money and portfolio managers and institutional investors, i.e.,
the market. They were provided with copies of the Company’s reports and press releases alleged
herein to be misleading prior to or shortly after their issuance and had the ability and opportunity to
prevent their issuance or cause them to be corrected. Because of their positions with the Company,

-3-
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and their access to material non-public information available to them but not to the public, the
Individual Defendants knew that the adverse facts specified herein had not been disclosed to and
were being concealed from the public and that the positive representations being made were then
materially false and misleading. The Individual Defendants are liable for the false statements
pleaded herein.

FRAUDULENT SCHEME AND COURSE OF BUSINESS

18.  Defendants are liable for: (i) making false statements; or (i) failing to disclose
adverse facts known to them about Galectin. Defendants’ fraudulent scheme and course of business
that operated as a frand or deceit on purchasers of Galectin publicly traded securities was a success,
as it: (1) deceived the investing public regarding Galectin’s prospects and business; (ii) artificially
inflated the prices of Galectin publicly traded securities; and (iii) caused plaintiff and other members
of the Class to purchase Galectin publicly traded securities at inflated prices.

BACKGROUND

19.  Galectin is a development stage company engaged in the research and development of
therapies for fibrotic disease and cancer. The Company’s lead product candidates include GR-MD-
02 to treat NASH, a disease that leads to fatty buildup in the liver and can potentially lead to
cirrhosis and/or liver cancer. The Company is in Phase 1 clinical trials for GR-MD-02 to assess the
drug’s safety and efficacy in treating patients with NASH.

DEFENDANTS’ FALSE AND MISLEADING STATEMENTS
ISSUED DURING THE CLASS PERIOD

20.  OnJanuary 6, 2014, Galectin issued a press release entitled “Galectin Therapeutics
Receives US Patent for Combination Treatment for Liver Fibrosis.” The release stated in part:
Galectin Therapeutics, the leading developer of therapeutics that target galectin

proteins to treat fibrosis and cancer, today announced that it has received a notice of
allowance from the U.S. Patent and Trademark Office for patent application number

_4 -
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13/550,962 titled “Galactose-Pronged Polysaccharides in a Formulation for Anti-
fibrotic Therapies.” The patent covers both composition claim for and uses of the
Company’s carbohydrate-based galectin inhibitor compound GR-MD-02 for use in
patients with liver fibrosis in combination with other potential therapeutic agents.
The patent covers use of GR-MD-02 with agents directed at multiple targets, some of
which are currently in clinical development for fibrotic disorders including
monoclonal antibodies to connective tissue growth factor, integrins, and TGF-31.

“This patent provides additional coverage in the U.S. for the use of GR-MD-
02 in combination with other potential anti-fibrotic agents in the treatment of liver
fibrosis,” said Peter G. Traber, MD, President, CEO and CMO of Galectin
Therapeutics. “In the future, liver fibrosis could be treated with a combination of
agents, and this patent provides important intellectual property for this possibility.
We are hopefial that our development program for GR-MD-02 will lead to the first
therapy for the large unmet medical need of liver fibrosis.”

Galectin Therapeutics is currently conducting a Phase 1 clinical trial to
evaluate the safety, tolerability and exploratory biomarkers for efficacy for single and
multiple doses of GR-MD-02 over four weekly doses of GR-MD-02 treatment in
‘patients with fatty liver disease with advanced fibrosis. In March 2013, the U.S. Food
and Drug Administration (FDA) granted GR-MD-02 Fast Track designation for non-
alcoholic steatohepatitis (NASH) with hepatic fibrosis, commonly known as fatty
liver disease with advanced fibrosis.

21.  In the three days following this release, Galectin’s stock increased from $8.36 per
share to $15.10 per share on heavy trading volume.

22.  OnFebruary 27,2014, Galectin’s stock price reached its Class Period high o $18.30
per share. |

23.  OnMarch 25,2014, Galectin issued a press release entitled “Galectin Therapeutics to
Announce Results From First Cohort of Phase 1 Clinical Trial in Fatty Liver Disease,” announcing
that the Company “will report results from the first cobort of its Phase 1 clinical trial examining GR-~
MD-02 in fatty liver disease (NASH) with advanced fibrosis” on March 31, 2014.

24,  OnMarch 31, 2014, Galectin issued a press release entitled “First Cohort Results in
Galectin Therapeutics’ Phase 1 Trial Reveal Biomarker Evidence of Therapeutic Effect on Fibrosis
and Inflammation in NASH With Advanced Fibrosis,” which stated in part:

-5-
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“We are extremely pleased with the positive results of the first cohort of our
Phase 1 trial, which suggest a role for GR-MD-02 in the treatment of patients with
fatty liver disease with advanced fibrosis,” said Peter G. Traber, M.D., Chief
Executive Officer, President and Chief Medical Officer of Galectin Therapeutics.
“Fatty liver disease, characterized by the presence of fat in the liver along with
inflammation, over time can develop into fibrosis, or scarring of the liver, which is
estimated to affect millions of Americans. Intervention with the intent of reversing
the fibrosis is a potentially important therapeutic approach in fatty liver disease, a
condition with significant unmet medical need.”

25. On April 23, 2014, Galectin issued a press release entitled “Galectin Therapeutics

Completes Enrollment of Second Cohort of Phase 1 Trial of GR-MD-02 for NASH (Fatty Liver

Disease) With Advanced Fibrosis,” which stated in part:

““We are pleased that enrollment of the second cohort was completed very
rapidly, which speaks to the urgent need to identify an effective treatment for fatty
liver disease with advanced fibrosis,” said Dr. Peter G. Traber, President, Chief
Executive Officer, and Chief Medical Officer of Galectin Therapeutics Inc. “The
goal of therapy with GR-MD-02 in NASH patients with advanced fibrosis is the
reversal of fibrosis and prevention of complications of cirrhosis and liver
transplantation.” |

26.  On May 13, 2014, Galectin issued a press release announcing it first quarter 2014

financial results. The Company reported a net loss of $5.4 million, or ($0.27) diluted earnings per

share, for the first quarter of 2014. The release stated in part:

“We continued to make significant progress in our liver fibrosis development
program through the first quarter 0f 2014. We announced the successful results of the
first cohort of patients in our Phase 1 clinical trial for patients with NASH with
advanced fibrosis, which demonstrated that GR-MD-02 was safe and well tolerated.
Additionally, the results demonstrated positive changes in biomarkers, suggesting a
therapeutic effect on fibrosis. More recently, we announced on April 23, 2014, that
we have completed the enrollment of all of the required patients in cohort 2 of this
Phase 1 clinical trial, and we expect to announce the results around the end of July
2014.” said Peter G. Traber, M.D., Chief Executive Officer, President and Chief
Medical Officer, Galectin Therapeutics. “This Phase 1 first-in-man study is
evaluating the safety, tolerability, pharmacokinetics and exploratory biomarkers for
efficacy for single and multiple doses of GR-MD-02 when administered to patients
with fatty liver disease with advanced fibrosis.” |
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27.  OnJuly 24,2014, Emerging Growth disseminated the following press release through
Accesswire regarding Galectin:

Fat is driving the bus these days in one narrow, but widening, biotech sector as
companies strive for dominance. Among these are Galectin Therapeutics Inc.
(GALT), Intercept Pharmaceuticals (ICPT), Raptor Pharmaceuticals (RPTP) and
Gilead Sciences (GILD), all of which are in search of a cure for one stage or another
of “fatty liver disease.”

* o *

From a clinical stage perspective, Intercept is leading the race, having
delivered positive data from a Phase 2 trial of obeticholic acid (OCA) earlier this
year. Shares tripled on the news. Galectin, a newly-coined member of the Russell
2000, is nipping at Intercept’s heels and actually may be closer than what first
appears with a Phase 1 trial because of the potential to treat fatty liver disease even
once it has progressed. What distinguishes their approach from others that the timing
of intervention with their proprietary carbohydrate polymer drug GR-MD-02 may be
largely irrelevant to outcomes, with GR-MD-02 seeming to work well even in
advanced stages of liver fibrosis. This is especially important in fatty liver diseases
because they are silent killers, often going undiagnosed for many years. The
Galectin drug was granted FDA fast-track approval nearly a year ago.

Galectin has announced GR-MD-02 to be safe and well tolerated in the first
cohort of patients in its clinical trial, as well as showing changes in key biomarkers,
which suggests a therapeutic effect on fibrosis, or scarring of the liver that leads to
loss of liver function. Enrollment has been completed in the second cohort, with
results expected in the next few weeks, potentially a catalytic moment for the
company’s value.

Further, late in June Galectin disclosed that research in an animal model of
NASH showed an oral version of GR-MD-02 to demonstrate a significant
improvement in disease. Coming at NASH with both infused and oral formulations
could give Galectin a competitive edge going forward.

* & *

The apparently sudden prevalence of fatty liver disease and NASH on the
biotech horizon is due to the increasing incidence of obesity worldwide and greater
awareness of the conditions. After all, NASH didn’t even have a medical name three
decades ago. A U.S. Centers for Disease Control report says that 34.9% of American
adults are obese. That’s a 50% increase in obesity in less than 40 years and has lent
impetus to the rise in NASH, a disease dubbed “the next big global epidemic” on
CNBC’s NBR.
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Those are big numbers and potentially big profits. So it is clear that fat is
indeed driving the biotech bus, with Galectin, Intercept, Gilead and Raptor in the
front seats and vying to take control of the wheel.

28.  Following Emerging Growth’s press release, Galectin issued a press release
announcing a conference call on July 25, 2014 to provide updated results from its Phase 1 NASH
study.

29.  Following these releases, Galectin’s stock prif;e increased from $13.72 per share to
$15.32 per share.

30.  OnJuly25, 2014, Feuerstein tweeted “SGALT paying penny stock promoters to issue
misleading PRs posted to Y!”

31.  OmnlJuly28,2014, Bleecker Street Research published an article on SeekingAlpha.com
claiming that Galectin “has strong ties to stock promoters” engaging in a misleading brand
awareness campaign aimed at boosting its stock price.

32.  On July 28, 2014, Feuerstein published an article on TheStreet.com revealing that
Emerging Growth, through its parent company TDM, a penny-stock promotions ﬁrm, was the
investor relations and marketing company Galectin was paying for misleading promotional
campaigns to entice investors to buy its stock. The article stated in part:

Last Thursday, Emerging Growth issued a press release, picked up by the
Yahoo! Finance feed, which misleadingly compared Galectin to Intercept
Pharmaceuticals (ICPT).

From a clinical stage perspective, Intercept is leading the race, having
delivered positive data from a Phase 2 trial of obeticholic acid (OCA) earlier
this year. Shares fripled on the news. Galectin, anewly-coined member of the
Russell 2000, is nipping at Intercept’s heels and actually may be closer than
what first appears with a Phase 1 trial because of the potential to treat fatty
liver disease even once it has progressed. What distinguishes their approach
from others that the timing of intervention with their proprietary carbohydrate
polymer drug GR-MD-02 may be largely irrelevant to outcomes, with GR-
MD-02 seeming to work well even in advanced stages of liver fibrosis. This
is especially important in fatty liver diseases because they are silent killers,
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often going undiagnosed for many years. The Galectin drug was granted
FDA fast-track approval nearly a year ago.

Only someone being paid to shill would claim Galectin is “nipping at
Intercept’s heels.” Intercept is way ahead in developing a drug to treats non-alcoholic
steatohepatitis (NASH), a severe form of fatty liver disease, and its clinical studies to
date have been designed using appropriate endpoints.

Galectin, by comparison, is conducting a phase I “safety” study of its NASH
candidate enrolling a tiny number of patients and using endpoints which collect
useless biomarker data. It’s as if Galectin doesn’t really want to find out if their drug
is effective against NASH.

After Emerging Growth’s misleading press release was issued Thursday,
Galectin followed up with a press release of its own on Friday to announce a
conference call for Tuesday moming. The subject of the call: To discuss updaied
results from its phase I NASH study

33, On July 29, 2014, Galectin announced it had posted a new presentation on its website
about the results of the second cohort of patients in its Phase 1 clinical trial. The results were

described as “poor” by analysts.

~

34, Subsequently on July 29, 2014, Feuerstein published an article on TheStreet.com
entitled “Galectin Drug is a Fatty Liver Flop,” which stated in part:

Fruit pectin is delicious spread on toast, but can an experimental drug derived
from fruit pectin be effective as a treatment for fatty liver disease? Not so much,
which explains the steep drop in Galectin Therapeutics(GALT) Tuesday.

Galectin’s experimental drug GR-MD-02 flopped in a phase [ study of
nonalcoholic steatohepatitis (NASH), a severe form of fatty liver disease. Across just
about every biomarker for efficacy Galectin thought to measure, GR-MD-02 showed
no difference from placebo. Galectin deemed the updated results from the phase I
study to be a success because patients treated with GR-MD-02 reported no serious
side effects, but of course, ineffective placebos rarely raise safety concerns.

35.  Onthis news, Galectin’s stock plummeted $8.84 per share to close at $5.70 per share
on July 29, 2014, a one-day decline of nearly 61% on volume of nearly 7.7 million shares.

36.  As aresult of defendants’ false statements, Galectin securities traded at artificially
inflated levels during the Class Period. However, after the above revelations seeped into the market,
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the Company’s securities were hammered by massive sales, sending the Company’s stock price
down nearly 69% from its Class Period high.

37.  Infact, defendants knew, but concealed, that the Company was utilizing the services
of paid stock promoters to disseminate positive but misleading reports about Galectin’s prospects.
Moreover, GR-MD-02 did not provide the benefits suggested by defendants when discussing the
patent the Company was awarded or the Phase 1 clinical trial it was conducting.

LOSS CAUSATION

38.  During the Class Period, as detailed herein, defendants made false and misleéding
statements and engaged in a scheme to deceive the market and a course of conduct that artificially
inflated the prices of Galectin publicly traded securities and operated as a fraud or deceit on Class
Period purchasers of Galectin publicly traded securities by misrepresenting the Company’s business
and prospects. Later, when defendants’ prior misrepresentations and fraudulent conduct became
apparent to the market, the prices of Galectin publicly traded securities fell precipitousty, as the prior
artificial inflation came out of the prices over time. As a result of their purchases of Galectin
publicly traded securities during the Class Period, plaintiff and other members of the Class suffered
economic loss, i.e., damages, under the federal securities laws.

NO SAFE HARBOR

39.  Galectin’s verbal “Safe Harbor” warnings accompanying its oral forward-looking
statements (“FLS”) issued during the Class Period were ineffective to shield those statements from
liability.

40.  Defendants are also liable for any false or misleading FLS pleaded because, at the
time each FLS was made, the speaker knew the FLS was false or misleading and the FLS was

authorized and/or approved by an executive officer of Galectin who knew that the FLS was false.
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None of the historic or present tense statements made by defendants were assumptions underlying or
relating to any plan, projection or statement of future economic performance, as they werenot stated
to be such assumptions underlying or relating to any projection or statement of future economic
performance when made, nor were any of the projections or forecasts made by defendants expressly
related to or stated to be dependent on those historic or present tense statements when made.

CLASS ACTION ALLEGATIONS

41.  Plaintiff brings this action as a class action pursuant to Rule 23 of the Federal Rules
of Civil Procedure on behalf of all persons who purchased or otherwise acquired Galectin publicly
traded securities during the Class Period (the “Class”). Excluded from the Class are defendants and
their families, the officers and directors of the Company, at all relevant times, members of their
immediate families and their legal representatives, heirs, successors or assigns, and any entity in
which defendants have or had a controlling interest.

42.  The members of the Class are so numerous that joinder of all members is
impracticable. The disposition of their claims in a class action will provide substantial benefits to
the parties and the Court. Galectin has over 21.9 million shares of stock outstanding, owned by
hundreds if not thousands of persons.

43.  There is a well-defined community of interest in the questions of law and fact
involved in this case. Questions of law and fact common to the members of the Class that
predominate over questions which may affect individual Class members include:

(2) whether the 1934 Act was violated by defendants;

(b)  whether defendants omitted and/or misrepresented material facts;

(c) whether defendants’ statements omitted material facts necessary to make the
statements made, in light of the circumstances under which they were made, not misleading;
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(dj whether defendants knew or deliberately disregarded that their statements
were false and misleading;

()  whether the prices of Galectin publicly traded securities were artificially
inflated; and

H the extent of damage sustained by Class members and the appropriate measure
of damages.

44.  Plaintiff's claims are typical of those of the Class because plaintiff and the Class
sustained damages from defendants’ wrongful conduct. |

45.  Plaintiff will adequately protect the interests of the Class and has retained counsel
who are experienced in class action securities litigation. Plaintiff has no interests which conflict
with those of the Class.

46. A class action is superior to other available methods for the fair and efficient
adjudication of this controversy.

47.  Plaintiff makes the allegations herein based upon the investigation of plaintiff’s
counsel, which included a review of regulatory filings made by Galectin with the SEC, as well as
other regulatory filings and reports, securities analysts’ reports and advisories about the Company,
press releases and other public statements issued by the Company, and media reports about the
Company. Plaintiff believes that substantial additional evidentiary support will exist for the
allegations set forth herein after a reasonable opportunity for discovery.

COUNT1

For Violation of §10(b) of the 1934 Act and Rule 10b-5
Against All Defendants

48.  Plaintiff incorporates 9f1-47 by reterence.
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49.  Durng the Class Period, defendants disseminated or approved the false statements
specified above, which they knew or deliberately disregarded were misleading in that they contained
misrepresentations and failed to disclose material facts necessary in order to make the statements
made, in light of the circumstances under which they were made, not misleading.

50.  Defendants violated §10(b) of the 1934 Act and Rule 10b-5 in that they:

(@)  employed devices, schemes and artifices to defraud;

(b)  made untrue statements of material facts or omitted to state material facts
necessary in order to make the statements made, in light of the circumstances under which they were
made, not misleading; or

(c) engaged in acts, practices and a course of business that operated as a fraud or
deceit upon plaintiff and others similarly situated in connection with their purchases of Galectin
publicly traded securities during the Class Period.

51.  Plaintiff and the Class have suffered damages in that, in reliance on the integrity of
the market, they paid artificially inflated prices for Galectin publicly traded securities. Plaintiff and
the Class would not have purchased Galectin publicly traded securities at the prices they paid, or at
all, if they had been aware that the market prices had been artificially and falsely inflated by
defendants’ misleading statements.

COUNT II

For Violation of §20(a) of the 1934 Act
Against All Defendants

52.  Plaintiff incorporates q1-51 by reference.
53.  The Individual Defendants acted as controlling persons of Galectin within the
meaning of §20(a) of the 1934 Act. By virtue of their positions with the Company, and ownership of

Galectin stock, the Individual Defendants had the power and authority to cause Galectin to engage m
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the wrongful conduct complained of herein. Galectin controlled the Individual Defendants and all of
its employees. By reason of such conduct, defendants are liable pursuant to §20(a) of the 1934 Act.

PRAYER FOR RELIEF

WHEREFORE, plaintiff prays for judgment as follows:

A. Determining that this action is a proper class action, designating plaintiff as Lead
Plaintiff and certifying plaintiff as a class representative under Rule 23 of the Federal Rules of Civil
Procedure and plaintiff’s counsel as Lead Counsel;

B. Awarding plamtiff and the members of the Class damages, including interest;

C. Awarding plaintiff’s reasonable costs and attorneys’ fees; and

D. Awarding such equitable/injunctive or other relief as the Court may deem just and
proper.

JURY DEMAND

Plaintiff demands a trial by jury.

DATED: July 30, 2014 ' THE O’MARA LAW FIRM, P.C.
WILLIAM M. O'MARA
DAVID C. O°’MARA

311 East Liberty Street
Reno, NV 89501
Telephone: 775/323-1321
775/323-4082 (fax)
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ROBBINS GELLER RUDMAN
& DOWD LLP

DARREN J. ROBBINS

DAVID C. WALTON

655 West Broadway, Suite 1900

San Diego, CA 92101-8498

Telephone: 619/231-10358

619/231-7423 (fax)

Attorneys for Plaintiff
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CERTIFICATION OF PLAINTIFF PURSUANT
TO THE FEDERAL SECURITIES LAWS

1 Marissa Ballesteros, declare the following s to the claims asserted, ot to be asseﬁed,
under the federal securities laws:

L. I have reviewed the complaint and authorize its filing.

2, 1 did not acquite the securities that are the subject of this action at the direction of
plaintiff’s counsel or in order fo participate in any ptivate action or any other htlgatlon under the
federal securities laws.

3. I'am willing to serve as a represeptative party on behalf of the class, inchuding

testifying at deposition or trjal, if necessary.

4, I'made the following transactions during the Class Period in the securities that are
the subject 01’ th:.s aci:i cm
Seﬁ- ‘Schuﬂuie A
Acquisitions: Number of Shares Acquisition Price Per
Date Acquired Acquired Share
Sales: Number of Shares | Selling Price Per
Date Soid Sold share

5. I will not accept sny payment for serving as a representative party beyond my

pro-rata share of any recovery, sxcept reasonable costs and expenses — such as lost wages and

travel expenses — directly related to the class representa.ﬁ.nﬁ, as ordered ot approved by the Court

pursuant 1o law.

6. I have not sought to serve or served as a representative party for a class in an

action under the federal securities laws within the past threé years, except if detailed below:

t
3
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I declare under penalty of perjury under the laws of the United States of America that the

foregoing is true and correct.

Executed this 29th day of July 2014.

DocuSigned by;
{ Marissa. Ballustrss
LiER%lesteros
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SCHEDULE A

SECURITIES TRANSACTIONS

Acquisitions
Date TypelAmount of
Acyuired Securities Acquired Price
0712472014 1,000 $13.62
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JASON D. WOODBURY
Nevada Bar No. 6870
KAEMPFER CROWELL
510 West Fourth Street
Carson City, Nevada 89703
Telephone: (775) 884-8300
Fax: (775) 882-0257
iwoodbury@kenvlaw.com

Attorneys for Defendants
UNITED STATES DISTRICT COURT

DISTRICT OF NEVADA

MARISSA BALLESTEROS, Individually and Case No.: 3:14-cv-00399-RCJ
on behalf of all others similarly situated, -

Plaintiff,
Vs.

GALECTIN THERAPEUTICS, INC., JAMES
C. CZIRR, PETER G. TRABER, and J ACK
W. CALLICUTT,

Defendants.

BRADFORD C. GELZAYD, Individually and | Case No.: 3:14-cv-00412-MMD
on behalf of all others similarly situated,

Plaintiff,

V8.

GALECTIN THERAPEUTICS, I8NC.,
PETER G. TRABER, and JACK W.
CALLICUT,

Defendants.

TESSICA GARCIA GOMBAU, Individually Case No.: 2:14-cv-01287-APG
and on behalf of all others similarly situated,
STIPULATION AND ORDER TO
Plaintiff, CONSOLIDATE

1502413_1.doc Page 1 of 7
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VS.

GALECTIN THERAPEUTICS, INC., JAMES
C.CZIRR, PETER G. TRABER, and JACK
W. CALLICUTT,

Defendants.

COME NOW, MARISSA BALLESTEROS, BRADFORD C. GELZAYD, JESSICA
GARCIA GOMBAU, GALECTIN THERAPEUTICS, INC., JAMES C. CZIRR, PETER G.
TRABER, and JACK W. CALLICUTT, by and through their attorneys of record, and hereby
stipulate and agree as follows:

1. The three above-captioned cases are all putative securities class actions brought
by shareholders of Galectin Therapeutics, Inc. (“Galectin”) against nearly the same set of
Defendantsl, alleging identical “class periods” during which Defendants allegedly made false or
misleading public statements and/or omissions concerning Galectin’s business, operations,
prospects and performance;

2. Each of the complaints allege that Defendants’ actions violated Section 10(b) of
the Securities Exchange Act 1934 (the “Exchange Act™), 15 US.C. § 78j(b), Rule 10(b)(5)
promulgated thereundér, 17C.F.A. § 240-.10(b)(5),' and/or Sectioﬁ .20(3) of the Exchmge Act, 15
U.S.C. § 78t(a);

3. The three actions involve common questions of law and fact including, but not

limited to, the following: (i) whether the Defendants violated the Exchange Act and or Rule 10b-

L All three putative securities class actions have been filed against Galectin, Peter G. Traber,
Chief Executive Officer and director of Galectin, and Jack W. Callicutt, Chief Financial Officer
of Galectin. The Ballesteros and Gombau putative securities class actions also assert claims
against James C. Cazir, Executive Chairman of the Galectin Board of Directors, while the
Gelzayd action does not assert claims against Mr. Czirr.

1502413_1.doc Page 2 of 7
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5; (ii) whether the Defendants made public statements that contained false statements of material
fact or omitted material facts making the statements misleading; (ii1) whether Defendants, or any
of them, are legally responsible for the statements about which Plaintiffs complain; (iv) whether
any false or misleading statements were made by Defendants with scienter; (v) whether Plaintiffs
relied to their detriment on any false or misleading statements; (vi) whether any false or
misleading statements caused Plaintiffs alleged economic loss; (vii) whether any of the
complaiﬁts in the Actions pleads Plaintiffs’ claims with the particularity required by Rule 9(b) of
the Federal Rules of Civil Procedure and the Private Securities Litigation Reform Act of 1995
(“Reform Act”); (viii) whether certification of a class is appropriate pursuant to Fed. R. Civ. P.
23; and (ix) the extent of any damages sustained by putative class members and the appropriate
measure of any such damages;

4. Plaintiffs in the individual actions and Defendants agree that the actions should be

consolidated for all purposes pursuant to Rule 42(a) as part of In re Galectin Therapeutics, Inc.

Securities Litigation, No. 3:14-CV-399-RCJ;

5. The parties further agree to the establishment of a schedule for these cases to
promote the efﬁcient conduct of this litigation;

6. The time for Defendants to answer or otherwise respond to the complaints filed in
the above-captioned actions has not yet passed; and

7. The Clerk shall maintain a master file under the caption “In_re Galectin

Therapeutics, Inc. Securities Litigation,” Consolidated Civil Action No. 3:14-CV-399-RCJ (the

“Consolidated Action”). Any and all other cases that have been or are in the future filed against
any of the Defendants arising out of the same nucleus of operative facts as those alleged in the
above-styled action, including any cases transferred to this District from another United States

District Court, shall, until further Order of this Court, be consolidated for all purposes pursuant

1502413_1.dec
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to Rule 42(a) of the Federal Rules of Civil Procedure into the Consolidated Action, and this
Order shall apply thereto. The Clerk is directed to inform counsel in any such other case of this
Order. Nothing in the foregoing shall be construed as a waiver of the parties’ right to object to

the consolidation of any subsequently-filed or transferred related action.

8. The terms of this Order shall pot have the effect of making any person, firm, or
corporation a party to any action in which he, she, or it has not been named, served, or added as
such in accordance with the Federal Rules of Civil Procedure and other relevant authority.

9. Waiving only the defenses of insufficiency of process and insufficiency of service
of process, and expressly preserving all other defenses and rights, the undersigned counsel, on
behalf of each named Defendant, acknowledge service of the complaint 1n each of the above-
captioned actions. Defendants are hereby expressly relieved from answering or otherwise
responding to these individual ;:omplaints or any complaint filed in any subsequent civil action

that is consolidated and/or transferred to this Court as part of In re Galectin Therapeutics, Inc.

Securities Litigation, Consolidated Civil Action No. 3:14-CV-3 99-RCJ. Defendants shall

answer, move against, or otherwise respond to a Consolidated Complaint to be filed by the
appointed lead plaintiff.

AW

AW
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W
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AW
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10.  Nothing in this Order shall be construed as precluding or limiting Defendants’

rights under Federal Rule of Civil Procedure 23 to oppose class certification on any and all

grounds.

A
DATED this @0 _ day of August, 2014.

s/ Jason Woodbury

Jason D. Woodbury
Nevada Bar No. 6870
KAEMPFER CROWELL
510 West Fourth Street
Carson City, Nevada §9703
775.884.8300 (Telephone)
775.882.0257 (Facsimile)
jwoodbury@kcnvlaw.com

of Counsel:

KING & SPALDING LLP
Michael R. Smith

B. Warren Pope

1180 Peachtree Street N.E.
Atlanta, Georgia 30309
404.572.4600 (Telephone)
404.572.5100 (Facsimile)
mrsmith@kslaw.com
wpope@kslaw.com

Attorneys for Defendants

Galectin Therapeutics, Inc., James C. Czirr,
Peter G. Traber, and Jack W. Callicuit

1502413 _1.doc

s/ William M. O 'Mara

William M. O’Mara

Nevada Bar No. 0837

David C. O’Mara

Nevada Bar No. 8599

THE O°’MARA LAW FIRM, P.C.
311 East Liberty Street

Reno, Nevada 89501
775.323.1321 (Telephone)
775.323.4082 (Facsimile)

ROBBINS GELLER RUDMAN & DOWD
LLP :
Darren J. Robbins

David C. Walton

655 West Broadway, Suite 1900

San Diego, CA 92101

619.231.1058 (Telephone)

619.231.7423 (Facsimile)

Attorney for Plaintiff Marissa Ballesteros

Page 5 of 7
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s/ Andrew R. Muehlbauer

Andrew R. Muehlbauer

Nevada Bar No. 10161

Robert A. Riether

Nevada Bar No. 12076

COOKSEY, TOOLEN, GAGE, DUFFY
& WOOG, P.C.

3930 Howard Hughes Pkwy, Ste. 200
Las Vegas, Nevada 89169
702.949.3100 (Telephone)
702.949.3104 (Facsimile)

POMERANTZ LLP

Jeremy A. Lieberman
Francis P. McConville

600 Third Avenue, 20" Floor
New York, New York 10016
212.661.1100 (Telephone)
212.661.8665 (Facsimile)

POMERANTZ LLP

Patrick V. Dahlstrom

10 South La Salle Street, Ste. 3505
Chicago, [llinois 60603
312.377.1181 (Telephone)
212.377.1184 (Facsimile)

Attorneys for Plaintiff Jesus Garcia Gombau

1502413 1.doc

s/ David C. O’Mara

David C. O’Mara

Nevada Bar No. §599

THE O’MARA LAW FIRM, P.C.
311 East Liberty Street

Reno, Nevada 89501
775.323.1321 (Telephone)
775.323.4082 (Facsimile)

GLANCY BINKOW & GOLDBERG LLP
Robert V. Prongay

1925 Century Park East, Ste. 2100

Los Angeles, California 90067
310.201.9150 (Telephone)

310.201.9160 (Facsimile)

Attorneys for Plaintiff Bradford C. Gelzayd
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IT IS SO ORDERED.

21st
DATED this ~ day of "ueust

Submitted by:

JASON D. WOODBURY
Nevada Bar No. 6870
KAEMPFER CROWELL
510 West Fourth Street
Carson City, Nevada 89703
Telephone: (775) 884-8300
Fax: (775) 882-0257
jwoodbury@kcnvlaw.com

1502413 _1.doc

,2014.

DISTRICT COURT JUDGE
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JOHNSON & WEAVER, LLP

Frank J. Johnson (to be admitted pro hac vice)

frankj@johnsonandweaver.com

Nathan R. Hamler (fo be admitted pro hac vice)

nathanr@johnsonandweaver.com

110 West “A” Street, Suite 750
San Diego, CA 92101
Telephone: (619) 230-0063
Facsimile: (619) 255-1856

Attorneys for Plafim‘iﬁr
David L. Hasbrouck

UNITED STATES DISTRICT COURT
DISTRICT OF NEVADA

DAVID L. HASBROUCK, derivatively on
behalf of GALECTIN THERAPEUTICS,
INC.,

Plaintiff,
V.

PETER G. TRABER; JAMES C. CZIRR;
JACK W. CALLICUTT; GILBERT F.
AMELIO; KEVIN D. FREEMAN;
ARTHUR R. GREENBERG; ROD D.
MARTIN; JOHN F. MAULDIN; STEVEN
PRELACK; HERMAN PAUL PRESSLER,
I1I; and DR. MARC RUBIN,

Defendants,
-and-

GALECTIN THERAPEUTICS, INC., a
Nevada corporation,

Nominal Defendant.

Case No.:

VERIFIED SHAREHOLDER
DERIVATIVE COMPLAINT

DEMAND FOR JURY TRIAL
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By and through his undersigned counsel, Plaintiff David L. Hasbrouck (“Plaintiff”)
brings this shareholder derivative action on behalf of Nominal Defendant Galectin Therapeutics,
Inc. (“Galectin”® or the “Company”) and against certain current officers and directors of the
Company for breaches of fiduciary duties, unjust enrichment, corporate waste, and aiding and
abetting thereof. Plaintiff makes these allegations upon personal knowledge as to those
allegations concerning Plaintiff and, as to all other matters, upon the investigation of counsel,
which includes, without limitation: a) review and analysis of public filings made by Galectin
and other related parties and non-parties with the U.S. Securities and Exchange Commiésion
(“SEC”); b) review and analysis of press releases and other publications disseminated by certain
of the Defendants and other related non-parties; c) review of news articles, shareholder
communications, and postings on Galectin’s website concerning the Company’s public
statements; d) pleadings, papers, and any documents filed with and publicly available from the
related pending securities fraud class action, Ballesteros v. Galectin Therapeultics, Inc., Case
No. 3:14-cv-00399-RCJ-WGC (the “Securities Class Action™); and e) review of other publicly
available information concerning Galectin and the Individual Defendants (defined below).

NATURE AND SUMMARY OF THE ACTION

1. Galectin is a development stage company engaged in the research and
development of therapies for fibrotic disease and cancer.

2. Among the Company’s lead product candidates is GR-MD-02, a complex
polysaccharide polymer which is being tested for the treatment of liver fibrosis and fatty liver
disease (“NASH”).

3. Since at least January 6, 2014 through the present (the “Relevant Period”), the
Individual Defendants caused the Company to issue false and misleading statements concerning

the Company’s financial and business prospects and its lead product candidate, GR-MD-02.
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4. On July 28, 2014, Bleecker Street Research published an article on
SeekingAlpha.com claiming Galectin “has strong ties to stock promoters,” engaging In a
misleading brand awareness campaign aimed at boosting its stock price.

5. On July 28, 2014, Adam Feuerstein (“Feuerstein™) published an article on
TheStreet.com denoting Emerging Growth Corp. (“Emerging Growth”), through its parent
company TDM Financial (“ITDM”), a penny-stock promotions firm, was the investor relations
and marketing company Galectin was paying for misleading promotional campaigns to entice
investors to buy its stock.

6. On this news, investors fled from Galectin’s stock, causing the Company’s stock
price to collapse $8.84 per share to close at $5.70 per share on July 29, 2014 — a drop of more
than 60% - and shrinking Galectin’s market cap by more than $190 million in a single day.

7. In fact, the Individual Defendants knew, but concealed from the investing public,
that the Company was utilizing the services of paid stock promoters to disseminate positive
(albeit, misleading) reports about Galectin’s prospects and that GR-MD-02 did not provide the
benefits suggested by the Individual Defendants when discussing the patent the Company was
awarded or the Phase 1 clinical trial it was conducting.

8. As a result of the Individual Defendants’ conduct, Galectin’s common stock
traded at artificially inflated levels during the Relevant Period. When the truth regarding the
Company’s use of a stock promoter coupled with the “poor” performance of GR-MD-02 were
announced, the Company’s share price plunged, erasing tens of millions of dollars in market
capitalization.

9. Galectin’s Board of Directors (the “Board”) has not, and will not commence
litigation against the Individual Defendants named in this complaint, let alone vigorously

prosecute such claims, because they face a substantial likelihood of liability to Galectin for
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authorizing or failing to correct the false and misleading statements alleged herein and for failing

to correct and/or implement the necessary internal controls to prevent the harm to the Company

that has occurred. Accordingly, a pre-suit demand upon Galectin’s Board is a useless and futile

act. Thus, Plaintiff rightfully brings this action to vindicate Galectin’s rights against its wayward

fiduciaries and hold them responsible for the damages they have caused to Galectin.
JURISDICTION AND VENUE

14.  The Court has jurisdiction over all claims under 28 U.S.C. §1332 because there is
complete diversity among the parties and the amount in controversy exceeds the sum of $75,000,
exclusive of interest and costs. This action is not a collusive action designed to confer
jurisdiction on a court of the United States that it would not otherwise have.

15.  The Court has jurisdiction over each defendant because each defendant is either a
corporation that does sufficient business in Nevada, or is an individual who has sufficient
minimum contacts with Nevada so as to render the exercise of jurisdiction by the Nevada courts
permissible under traditional notions of fair play and substantial justice.

16.  Venue is proper in this District pursuant to 28 U.S.C. §1391 because many of the
acts and practices complained of herein occurred in this District and Galectin is incorporated in
Nevada.

17. In connection with the acts and conduct alleged herein, defendants, directly and
indirectly, used the means and instrumentalities of interstate commerce, including, but not
limited to, the United States mails, interstate telephone communications, and the facilities of the

national securities exchanges and markets.

THE PARTIES
18. Plaintiff is, and at all relevant times has been, a holder of Galectin common stock.
Plaintiff is a citizen of Ohio.
3
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19.  Nominal Defendant Galectin is incorporated in Nevada with its principal place of
business located at 4960 Peachtree Industrial Boulevard, Suite 240, Norcross, Georgia 30071.
Galectin is a development stage company engaged in the research and development of therapies
for fibrotic disease and cancer. The Company’s common stock is traded on the NASDAQ
Capital Markets under the ticker symbol “GALT.” The Company has more than 21 million
shares outstanding.

20.  Defendant Peter G. Traber (“Traber”) has been Galectin’s President and Chief
Executive Officer (“CEQO”) since March 2011 and a director of the Company since February
2009. Traber is also the Company’s Chief Medical Officer. Traber is a defendant in the
Securities Class Action. Traber received $612,690 in total compensation from Galectin in 2013
and $1,089,299 in total compensation from Galectin in 2012. Traber is a citizen of Georgia.

21.  Defendant James C. Czirr (“Czirr”) has served as Chairman of the Board since
February 2009 and as Executive Chairman since February 2010. Czirr co-founded Galectin in
July 2000 and in 2009 he, along with Defendant Rod D. Martin (“Martin”), led the takeover of
Galectin. Czirr, along with Martin, is also the co-founder of 10X Fund, L.P. and is a managing
member of 10X Capital Management, LLC, the general partner of 10X Fund, L.P. As of
March 19, 2014, 10X Fund L.P. is the owner of all of the issued and outstanding shares of
Galectin Series B preferred stock. As holders of Galectin Series B preferred stock, 10X Fund
L.P. has the right to, among other things, vote as a separate class to nominate and elect two
directors, referred to as the Series B directors, and to nominate three directors, referred to as the
Series B nominees, who must be recommended for election by holders of all of Galectin’s
securities entitled to vote on election of directors. Czirr is the Series B director. Czirr is a

defendant in the Securities Class Action. Czirr received $437,214 in total compensation from

APP000095



Case 3:14-cv-00402-RCJ-WGC Document 1 Filed 08/01/14 Page 6 of 31

Galectin in 2013 and $292,192 in total compensation from Galectin in 2012. Czirr is a citizen of
Idaho.

22.  Defendant Jack W. Callicutt (“Callicutt™) has served as the Chief Financial
Officer (“CFO”) of the Company since July 2013. Callicutt is a defendant in the Securities Class
Action. Callicutt received $853,919 in total compensation from Galectin in 2013. Callicutt is a
citizen of Georgia.

23.  Defendant Gilbert F. Amelio (“Amelio™) has served as a director of the Company
since February 2009. During the Relevant Period, Amelio was a member of the Nominating and
Corporaté Governance Committee and the Compensation Committee. Amelio is a citizen of
California.

24,  Defendant Kevin D. Freeman (“Freeman”) has served as a director of the
Company since May 2011. During the Relevant Period, Freeman was a member of the Audit
Committee. Freeman is a citizen of Texas.

25.  Defendant Arthur R. Greenberg (“Greenberg™) has served as a director of the
Company since August 2009. During the Relevant Period, Greenberg was a member of the
Audit and Compensation Committees. Greenberg is a citizen of California.

26.  Defendant Martin has served as Vice Chairman of the Board since February 2010
and as a director of the Company since February 2009 since he, along with Czirr, led a takeover
of the Company. Martin, along with Czirr, is the co-founder of 10X Fund, L.P. and is a
managing member of 10X Capital Management, LLC, the general partner of 10X Fund, L.P. As
of March 19, 2014, 10X Fund L.P. is the owner of all of the issued and outstanding shares of
Galectin Series B preferred stock. During the Relevant Period, Martin was the chairperson of the
Compensation and the Nominating and Corporate Governance Committees. Martin is a citizen

of Florida.
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27.  Defendant John F. Mauldin (“Mauldin”) has served as a director of the Company
since May 2011. Mauldin is a citizen of Texas.

28.  Defendant Steven Prelack (“Prelack™) has served as a director of the Company
since April 2003. During the Relevant Period, Prelack was chairperson of the Audit Committee.
Prelack is a citizen of Massachusetts.

29.  Defendant Herman Paul Pressler, III (“Pressler”) has served as a director of the
Company since May 2011. During the ‘Relevant Period, Pressler was a member of the
Nominating and Corporate Governance Cérﬁmittee. Pressler is a citizen of Texas.

30.  Defendant Dr. Marc Rubin (“Rubin”) has served as a director of the Company
since October 2011. Rubin is a citizen of New Jersey.

31.  Defendants identified in ] 20-30 are sometimes referred to herein as the
“Individual Defendants.”

32.  Defendants identified in 9 20-21, 23-30 are sometimes referred to herein as the
“Director Defendants.”

33.  Defendants identified in 4 24, 25, and 28 are sometimes referred to herein as the
“Audit Committee Defendants.”

FACTUAL ALLEGATIONS

34.  Galectin 1s a development stage company engaged in the research and
development of therapies for fibrotic disease and cancer.

35.  The Company’s lead product candidates include GR-MD-02 to treat NASH, a
disease that leads to fatty buildup in the liver and can potentially lead to cirrhosis and/or liver
cancer.

36.  The Company is in Phase 1 clinical trials for GR-MD-02 to assess the drug’s

safety and efficacy in treating patients with NASH.
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37. On January 6, 2014, the Individual Defendants caused Galectin to issue a press
release entitled “Galectin Therapeutics Receives US Patent for Combination Treatment for Liver
Fibrosis.” The release stated in part:

Galectin Therapeutics, the leading developer of therapeutics that target galectin
proteins to treat fibrosis and cancer, today announced that it has received a notice
of allowance from the U.S. Patent and Trademark Office for patent application
number 13/550,962 titled “Galactose-Pronged Polysaccharides in a Formulation
for Antifibrotic Therapies.” The patent covers both composition claim for and
uses of the Company’s carbohydrate-based galectin inhibitor compound GR-MD-
02 for use in patients with liver fibrosis in combination with other potential
therapeutic agents. The patent covers use of GR-MD-02 with agents directed at
multiple targets, some of which are currently in clinical development for fibrotic

disorders including monoclonal antibodies to connective tissue growth factor,
integrins, and TGF-p1.

“This patent provides additional coverage in the U.S. for the use of GR-
MD-02 in combination with other potential anti-fibrotic agents in the treatment of
liver fibrosis,” said Peter G. Traber, MD, President, CEO and CMO of Galectin
Therapeutics. “In the future, liver fibrosis could be treated with a combination of
agents, and this patent provides important intellectual property for this possibility.
We are hopeful that our development program for GR-MD-02 will lead to the first
therapy for the large unmet medical need of liver fibrosis.”

Galectin Therapeutics is currently conducting a Phase 1 clinical trial to
evaluate the safety, tolerability and exploratory biomarkers for efficacy for single

and multiple doses of GR-MD-02 over four weekly doses of GR-MD-02

treatment in patients with fatty liver disease with advanced fibrosis. In March

2013, the U.S. Food and Drug Administration (FDA) granted GR-MD-02 Fast

Track designation for nonalcoholic steatohepatitis (NASH) with hepatic fibrosis,

commonly known as fatty liver disease with advanced fibrosis.

38.  In the three days following this release, Galectin’s stock skyrocketed from $8.47
per share to $15.10 per share on heavy volume. The stock continued its upward trend
culminating in a Relevant Period high of $18.30 per share on February 27, 2014.

39, On March 25, 2014, the Individual Defendants caused Galectin to issue a press
release entitled “Galectin Therapeutics to Announce Results From First Cohort of Phase 1

Clinical Trial in Fatty Liver Disease,” announcing that the Company “will report results from the
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first cohort of its Phase 1 clinical trial examining GR-MD-02 in fatty liver disease (NASH) with
advanced fibrosis™ on March 31, 2014.

40.  On March 31, 2014, the Individual Defendants caused Galectin to issue a press
release entitled “First Cohort Results in Galectin Therapeutics’ Phase 1 Trial Reveal Biomarker
Evidence of Therapeutic Effect on Fibrosis and Inflammation in NASH With Advanced
Fibrosis,” which stated in part:

“We are extremely pleased with the positive results of the first cohort of
our Phase 1 trial, which suggest a role for GR-MD-02 in the treatment of patients
with fatty liver disease with advanced fibrosis,” said Peter G. Traber, M.D., Chief
Executive Officer, President and Chief Medical Officer of Galectin Therapeutics.
“Fatty liver disease, characterized by the presence of fat in the liver along with
inflammation, over time can develop into fibrosis, or scarring of the liver, which
is estimated to affect millions of Americans. Intervention with the intent of
reversing the fibrosis is a potentially important therapeutic approach in fatty liver
disease, a condition with significant unmet medical need.”

41.  On April 23, 2014, the Individual Defendants caused Galectin to issue a press

release entitled “Galectin Therapeutics Completes Enrollment of Second Cohort of Phase 1 Trial
of GR-MD-02 for NASH (Fatty Liver Disease) With Advanced Fibrosis,” which stated in part:

“We are pleased that enrollment of the second cohort was completed very
rapidly, which speaks to the urgent need to identify an effective treatment for fatty
liver disease with advanced fibrosis,” said Dr. Peter G. Traber, President, Chief
Executive Officer, and Chief Medical Officer of Galectin Therapeutics Inc. “The
goal of therapy with GR-MD-02 in NASH patients with advanced fibrosis is the
reversal of fibrosis and prevention of complications of cirthosis and liver
transplantation.”

42.  On May 13, 2014, the Individual Defendants caused Galectin to issue a press
release announcing it first quarter 2014 financial results. The Company reported a net loss of
$5.4 million, or ($0.27) diluted earnings per share (“EPS) for the first quarter of 2014. The
release stated in part:

“We continued to make significant progress in our liver fibrosis development

program through the first quarter of 2014. We announced the successful results of

the first cohort of patients in our Phase 1 clinical trial for patients with NASH
with advanced fibrosis, which demonstrated that GR-MD-02 was safe and well
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tolerated. Additionally, the results demonstrated positive changes in biomarkers,
suggesting a therapeutic effect on fibrosis. More recently, we announced on April
23,2014, that we have completed the enrollment of all of the required patients in
cohort 2 of this Phase 1 clinical trial, and we expect to announce the results
around the end of July 2014,” said Peter G. Traber, M.D., Chief Executive
Officer, President and Chief Medical Officer, Galectin Therapeutics. “This Phase
1 first-in-man study is evaluating the safety, tolerability, pharmacokinetics and
exploratory biomarkers for efficacy for single and multiple doses of GR-MD-02
when administered to patients with fatty liver discase with advanced fibrosis.”

43.  OnJuly 24, 2014, Emerging Growth posted on their website about Galectin:

Fat is driving the bus these days in one narrow, but widening, biotech sector as
companies strive for dominance. Among these are Galectin Therapeutics Inc.
(GALT), Intercept Pharmaceuticals (ICPT), Raptor Pharmaceuticals (RPTP) and
Gilead Sciences (GILD), all of which are in search of a cure for one stage or
another of “fatty liver disease.”

* * ®

From a clinical stage perspective, Intercept is leading the race, having
delivered positive data from a Phase 2 trial of obeticholic acid (OCA) earlier this
year. Shares tripled on the news. Galectin, a newly-coined member of the
Russell 2000, is nipping at Intercept’s heels and actually may be closer than what
first appears with a Phase 1 trial because of the potential to treat fatty liver disease
even once it has progressed. What distinguishes their approach from others that
the timing of intervention with their proprietary carbohydrate polymer drug GR-
MD-02 may be largely irrelevant to outcomes, with GR-MD-02 seeming to work
well even in advanced stages of liver fibrosis. This is especially important in fatty
liver diseases because they are silent killers, often going undiagnosed for many
years. The Galectin drug was granted FDA fast-track approval nearly a year ago.

Galectin has announced GR-MD-02 to be safe and well tolerated in the
first cohort of patients in its clinical trial, as well as showing changes in key
biomarkers, which suggests a therapeutic effect on fibrosis, or scarring of the liver
that leads to loss of liver function. Enrollment has been completed in the second
cohort, with results expected in the next few weeks, potentially a catalytic
moment for the company’s value.

Further, late in June Galectin disclosed that research in an animal model of
NASH showed an oral version of GR-MD-02 to demonstrate a significant
improvement in disease. Coming at NASH with both infused and oral
formulations could give Galectin a competitive edge going forward.

* b3 *

The apparently sudden prevalence of fatty liver disease and NASH on the
biotech horizon is due to the increasing incidence of obesity worldwide and
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greater awareness of the conditions. After all, NASH didn’t even have a medical

name three decades ago. A U.S. Centers for Disease Control report says that

34.9% of American adults are obese. That’s a 50% increase in obesity in less than

40 years and has lent impetus to the rise in NASH, a disease dubbed “the next big

global epidemic” on CNBC’s NBR.

Those are big numbers and potentially big profits. So it is clear that fat is

indeed driving the biotech bus, with Galectin, Intercept, Gilead and Raptor in the

front seats and vying to take control of the wheel.

44.  On the heels of the glowing Emerging Growth posting on its website, the
Individual Defendants caused Galectin to issue a press‘release announcing a conference call on
July 25, 2014 to provide updated results from its Phase 1 NASH study.

45.  Following these releases, Galectin’s stock price spiraled upwards from $13.72 per

share to $15.32 per share.

REASONS STATEMENTS WERE IMPROPER

46.  The true facts, which were known or were recklessly disregarded by the
Individual Defendants but concealed from the investing public, were as follows:

(a) the Individual Defendants knew, but concealed, that the Company was utilizing
the services of paid stock promoters to disseminate positive, but misleading reports about
Galectin’s prospects;

(b) GR-MD-02 did not provide the benefits suggested by the Individual Defendants
when discussing the patent the Company was awarded or the Phase 1 clinical trial it was
conducting; and

(c) as a result of the foregoing, the Company’s touted financial and business
prospects were materially false and misleading at all relevant times.

47. As a résult of the Individual Defendants’ false and misleading statements and
omissions, Galectin shares traded at artificially inflated prices during the Relevant Period. Once

the true facts regarding the Company’s financial prospects and future business prospects

10
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emerged, Galectin stock crumbled from its Relevant Period high of $18.30, sinking to a low of
$5.15 per share on July 29, 2014, erasing tens of millions of dollars in market capitalization.
‘ THE TRUTH EMERGES

48.  On July 25, 2014, Feuerstein tweeted “SGALT paying penny stock promoters to
issue misleading PRs posted to Y!” |

49. On July 28, 2014, Bleecker Street Research published an article on
SeekingAlpha.com claiming Galectin “has strong ties to stock promoters” and was engaged in a
misleading brand awareness campaign aimed at boosting its stock price.

50. On Juiy 28, 2014, Feuerstein published an article on TheStreet.com denoting
Emerging Growth, through its parent company TDM, a penny-stock promotions firm, was the
investor relations and marketing company Galectin was paying for misleading promotional
campaigns to entice investors to buy its stock. The article stated in part:

Last Thursday, Emerging Growth issued a press release, picked up by the
Yahoo! Finance feed, which misleadingly compared Galectin to Intercept
Pharmaceuticals(ICPT).

From a clinical stage perspective, Intercept is leading the race,
having delivered positive data from a Phase 2 trial of obeticholic acid
(OCA) earlier this year. Shares tripled on the news. Galectin, a newly-
coined member of the Russell 2000, is nipping at Intercept’s heels and
actually may be closer than what first appears with a Phase 1 trial because
of the potential to treat fatty liver disease even once it has progressed.
What distinguishes their approach from others that the timing of
intervention with their proprietary carbohydrate polymer drug GR-MD-02
may be largely irrelevant to outcomes, with GRMD-02 seeming to work
well even in advanced stages of liver fibrosis. This is especially important
in fatty liver diseases because they are silent Kkillers, often going
undiagnosed for many years. The Galectin drug was granted FDA fast-
track approval nearly a year ago. |

Only someone being paid to shill would claim Galectin is “nipping at
Intercept’s heels.” Intercept is way ahead in developing a drug to treats non-
alcoholic steatohepatitis (NASH), a severe form of fatty liver disease, and its
clinical studies to date have been designed using appropriate endpoints.

Galectin, by comparison, is conducting a phase I “safety” study of its
NASH candidate enrolling a tiny number of patients and using endpoints which

collect useless biomarker data. It’s as if Galectin doesn’t really want to find out if
their drug is effective against NASH.

11
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After Emerging Growth’s misleading press release was issued Thursday,
Galectin followed up with a press release of its own on Friday to announce a
conference call for Tuesday morning. The subject of the call: To discuss updated
results from its phase  NASH study

51.  On July 29, 2014, the Individual Defendants caused Galectin to announce that it
had posted a new presentation on its website about the results of the second cohort of patients in
its Phase 1 clinical trial. The results were described as “poor” by analysts.

52.  Then on July 29, 2014, Feuerstein published an article on TheStreet.com entitled
“Galectin Drug is a Fatty Liver Flop,” Whiéh stated in part:

Fruit pectin is delicious spread on toast, but can an experimental drug
derived from fruit pectin be effective as a treatment for fatty liver disease? Not so
much, which explains the steep drop in Galectin Therapeutics (GALT) Tuesday.

Galectin’s experimental drug GR-MD-02 flopped in a phase I study of
nonalcoholic steatohepatitis (NASH), a severe form of faity liver disease. Across
just about every biomarker for efficacy Galectin thought to measure, GR-MD-02
showed no difference from placebo. Galectin deemed the updated results from the
phase I study to be a success because patients treated with GR-MD-02 reported no
serious side effects, but of course, ineffective placebos rarely raise safety
concerns.

52.  On this news, Galectin’s stock plummeted $8.84 per share to close at $5.70 per
share on July 29, 2014, a one-day decline of nearly 61% on extremely heavy trading volume —
wiping out more than $190 million in market capitalization.

DUTIES OF THE INDIVIDUAL DEFENDANTS

Fiduciary Duties

53. By reason of their positions as officers, directors, and/or fiduciaries of Galectin
and because of their ability to control the business and corporate affairs of Galectin, the
Individual Defendants owed and owe the Company and its shareholders fiduciary obligations of
trust, loyalty, good faith, and due care, and were and are required to use their utmost ability to
control and manage Galectin in a fair, just, honest, and equitable manner. The Individual

Defendants were and are required to act in furtherance of the best interests of Galectin and its
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shareholders so as to benefit all shareholders equally and not in furtherance of their personal

interest or benefit.
54.  Each director and officer of the Company owes to Galectin and its shareholders
the fiduciary duty to exercise good faith and diligence in the administration of the affairs of the

Company and in the use and preservation of its property and assets, and the highest obligations

of fair dealing.

55.  TIn addition, as officers and/or directors of a publicly held company, the Individual
Defendants had a duty to promptly disseminate accurate and truthful information with regard to
the Company’s financial and business prospects so thaf th'-elmarket price of the Company’s stock
would be based on truthful and accurate information.

Audit Committee Duties

56.  In addition to these duties, the members of the Audit Committee owed specific
duties to Galectin under the Audit Committee’s Charter to review and approve quarterly and
annual financial statements and earnings press releases, and to ensure thaf the Company had
appropriate and effective internal controls over financial reporting.

57. Specifically, according to Galectin’s Audit Committee Charter, the Audit

Committee is responsible for, among other things:

e Providing any recommendations, certifications and reports that may be required by
the SEC including the report of the Committee that must be included in the

Company’s annual proxy statement. As part of the CEO and CFO certification
process for the Form 10-K and Form 10-Q, review disclosures concerning any
significant deficiencies in the design or operation of disclosure controls and
procedures and any fraud involving management or other employees who have a
significant role in the Company’s internal controls.

e Reviewing and discussing the annual audited financial statements and quarterly
financial statements with management and the independent auditor, including major

issues regarding accounting, disclosure and auditing procedures and practices as well
as the adequacy of internal controls that could materially affect the Company’s
financial statements.

13
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58.

Discussing with management the type of presentation and ?pe of information to be
included in the Company’s earnings press releases and the financial information and

earnings guidance provided to, as applicable, analysts and rating agencies.

Establishing and overseein procedures for (a) the receipt, retention, and treatment of
complaints received by the Company regarding accounting, internal accounting

controls, or auditing matters; and (b) the confidential anonymous submission by
employees of the Company of concerns regarding questionable accounting or auditing
matters.

Discussing with management and the independent auditor the Company’s policies
with respect to risk assessment and risk management.

In consultation with, as applicable, the independent auditor, mapagement and the
internal auditors, reviewing the integrity of the Company’s financial reporting
process.

Reviewing periodically issues regarding accounting principles and financial statement
presentations, including any significant changes in the Company’s selection or

application of accounting principles, and major issues as to the adequacy of the
Company’s internal controls and any special audit steps adopted in light of material
control deficiencies; analyses prepared by management and/or the independent
auditor setting forth significant financial reporting issues and judgments made 1n
connection with the preparation of the financial statements, including analyses of the
effects of alternative GAAP methods on the financial statements; and the effect of
regulatory and accounting initiatives, as well as off-balance sheet structures, on the
financial statements of the Company.

Reporting regularly to the Board of Directors.

Upon information and belief, the Company maintained an Audit Committee

Charter during the Relevant Period that imposed the same, or substantially and materially the

same or similar, duties on the members of the Audit Committee as those set forth above.

Duties Pursuant to the Company’s Code of Conduct and Ethics

59.

Additionally, the Individual Defendants, as officers and/or directors of Galectin,

are bound by the Company’s Code of Conduct and Ethics (the “Code™) which, according to the

Code, was adopted to deter wrongdoing and promote, among other things:

Full, fair, accurate, timely and understandable disclosure in reports and
documents filed with or submitted to the Securities and Exchange Commission
and in other public communications made by the Company.

60.

With respect to public disclosures, the Code states, in part, that:
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The Company must also disclose to the SEC, our current stockholders and the mvesting
public, information that is required to be disclosed under applicable laws, regulations or
rules, and any additional information that may be necessary to ensure that the required
disclosures are not misleading or inaccurate. The Company requires you to participate in
the disclosure process, which is designed to record, process, summarize and report
material information for disclosure, such that the information when disclosed is full, fair,
accurate, timely and understandable.
61.  Upon information and belief, the Company maintained a version of the Code
during the Relevant Period that imposed the same, or substantially and materially the same or

similar, duties on, among others, the Board, as those set forth above.

Control, Access, and Authority

62.  The Individual Defendants, because of their positions of control and authority as
directors and/or officers of Galectin, were able to and did, directly and/or indirectly, exercise
control over the wrongful acts complained of herein, as well as the contents of the various public
statements issued by Galectin.

63. Because of their advisory, executive, managerial, and directorial positions with
Galectin, each of the Individual Defendants had access to adverse, non-public information about
the financial condition, operations, and improper representations of Galectin.

64. At all times relevant hereto, each of the Individual Defendants was the agent of
each of the other Individual Defendants and of Galectin, and was at all times acting within the
course and scope of such agency.

Reasonable And Prudent Supervision

65.  To discharge their duties, the officers and directors of Galectin were required to
exercise reasonable and prudent supervision over the management, policies, practices, and
controls of the financial affairs of the Company. By virtue of such duties, the officers and

directors of Galectin were required to, among other things:

(a) ensure that the Company complied with its legal obligations and requirements,

including acting only within the scope of its legal authority and disseminating truthful and
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DISTRICT COURT

CLARK COUNTY, NEVADA

MICHAEL KIRSCH, derivatively on behalf
of GALECTIN THERAPEUTICS, INC,,

Plaintiff,

-V8~

-PETER G. TRABER; JAMES C. CZIRR;

JACK W. CALLICUTT; GILBERT F.
AMELIO; KEVIN D, FREEMAN; ARTHUR
R. GREENBERG; ROD D. MARTIN; JOHN
F. MAULDIN; STEVEN PRELACK:
HERMAN PAUL PRESSLER, IIT; and DR.
MARC RUBIN,

Defendants,

~and-

GALECTIN THERAPEUTICS, INC., a
Nevada corporation,

Nominal Defendant,

CASE NO. A-14-706397-B
DEPT. NO. XI

ORDER RE: MOTIONS TO DISMISS
SHAREHOLDER DERIVATIVE ACTION

Date of Hearing: March 3, 2016
Time of Hearing: 8:30 a.m.
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| MARC RUBIN; and 10X FUND, I..P.,

DAVID I, HASBROUCK and SIU V1P,
derivatively on behalf of GALECTIN
THERAPEUTICS, INC,,

| Plaintiffs-Intervenors,
~V§-

PETER G. TRABER; JAMES C. CZIRR,;
JACK W. CALLICUTT; GILBERTF.
AMELIO; KEVIN D. FREEMAN; ARTHUR
R. GREENBERG; ROD D. MARTIN; JOHN
F. MAULDIN; STEVEN PRELACK,;
HERMAN PAUL PRESSLER, III; DR.

Defendants,
-and-

GALECTIN THERAPEUTICS, INC., a
Nevada corporation,

Nominal Defendant.

ORDER RE: MOTIONS TO DISMISS SHAREHOLDER DERIVATIVE ACTION
This matter having come before the Court on March 3, 2016 at 8:30 a.m. on Nominal |
Defendant Galectin Therapeutics Inc.’s Motion to Dismiss Shareholder Action and the Individual
Defendants’ and 10X Fund L.P.’s Motion to Dismiss Shareholder Action (the “Motions™), the
Court having reviewed the Motions, all briefing thereon and supporting exhibits, having heard
oral argument, and other good cause appearing, the Court holds that the Motions are GRANTED.
As grounds for its ruling, the Court finds:

1. This is a shareholder derivative action brought by Plaintiff Michael Kirsch and
Intervenor Plaintiffs David I.. Hasbrouck and Siu Yip (collectively, “Plaintiffs™) who allege that
they are shareholders of Nominal Defendant Galectin Therapeutics Inc. (“Galectin), a Nevada
corporation.

2. A sharcholder seeking to assert claims derivatively on behalf of a Nevada

corporation must, among other things, either (i) make a pre-suit demand on the company’s board
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~of directors or (ii) plead particularized facts establishing legal excuse for the failure to do so.

3.  Plaintiffs did not make a pre-suit demand upon Galectin’s board of directors, but
instead asserted in their complaints that such a demand was excused under Nevada law.

4, On June 11, 2015, the Court held a hearing on various motions filed by the patties
and proposed Intervenors. On August 10, 2015, the Court entered an order: (i) granting
Intervenor Plaintiffs Hasbrouck’s and Yip’s motion to intervene in this case;! (ii) denying
Defendants” motion to dismiss Mr. Kirsch’s Second Amended Shareholder Derivative
Complaint; (iii) staying this action for 180 days pending In re Galectin Therapeutics, Inc.
Derivative Litigation, Lead Case No.: 1:15-CVY-00208-SCJ in the United States District Court
for the Northern District of Georgia (the “Georgia Action™); and (iv) ordering the parties to file
a status report by December 11, 2015 addressing the status of the Georgia Action.

5. This Court’s August 10, 2015 order staying the case for 180 days was based upon
representations made to the Court by Mr. Smith at the June 11, 2015 hearing that issues raised in
Georgia relate to class representations issues,

6.  Although the Court’s August 10, 2015 order was a substantive ruling on the issue
of demand futility, which was reached following briefing and oral argument regarding that issue,
it was not a final order under Nevada law.

7.  On December 30, 2015, United States District Court Judge' Steven C. Jones of the
United States District Court for the Northern District of Georgia, cntered a final order and
judgment (the “Prior Final Judgment”) (1) holding that under Nevada law, Intervenor Plaintiffs
David L. Hasbrouck and Siu Yip failed to adequately plead the futility of a pre-suit demand on
Galectin’s board of directors in their prior-filed and substantively identical Georgia Action and

(ii) dismissing the Georgia Action with prejudice.

I Intervenor Plaintiffs Hasbrouck and Yip filed their Verified Sharcholder Complaint-in-
Intervention (the “Complaint-in-Intervention™) on July 9, 2015,
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8. A prior final judgment by a United States District Court has preclusive effect in

Nevada as to an issue that: (1) is “identical to the one alleged in the prior litigation;” (2) was

“actually litigated in the prior litigation,” and (3) was “a critical and necessary part of the earlier

judgment,” provided that the person against whom preclusion is sought to be applied was either
a party to the prior final judgment or a nonparty who was “adequately represented by someone
with the same interest who [wa]s a party to the suit.” Bower v. Harrah's Laughiin, Inc., 125
Nev. 470, 480, 215 P.3d 709, 717 (Nev. 2009).

9.  The Court finds that each of the above requirements for application of issue
preclusion is satisfied with respect to the issue of whether Plaintiffs have adequately pled
demand futility in their complaints in this action. Based on this finding and the standards set
forth above, this Court determines that it must give preclusive effect to the Prior Final
Judgment’s ruling oﬁ demand futility and grant Defendants’ motions to dismiss, the Complaint-
in-Intervention and this entire action.

IT IS HEREBY ORDERED AND ADJUDGED that this action is dismissed with

prejudice,

Dated this ‘ day of mlr:zm 6,
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DISTRICT COURT

1 MICHAFEL KIRSCH, derivatively on behalf
i1 of GALECTIN THERAPEUTICS, INC,,

Plaintiff,
“‘J’S“
PETER G. TRARBER; JAMES C. CZIRR;

FTACK W. CALLICUTT; GILBERT F.
- AMELIO; KEVIN D, FREEMAN; ARTHUR

R. GREENBERG; ROD D. MARTIN; JOHN

F.MAULDIN; STEVEN PRELACK;
HERMAN PAUL PRESSLER, HI; and DR,

| MARC RUBIN,

Defendants,

| -and-

GALECTIN THERAPEUTICS, INC., a
> i Nevada corporation,

Nominal Defendant.

CLARK COUNTY, NEVADA
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PEPT. NO. X1
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DENYING DEFENDANTS MOTION TO
CORRICT ORDER RE: MOTIONS TO |
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Date of Hearmg? 5-25-16
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PLEASE TAKE NOTECE that an Order Denying Defendants’ Motion to Correct Order 1

HJune 13, 2016, a copy of which is attached hereto,

LEE, HERNANDEZ, LANDRUM
& GAROFALO

U Re: Motions Te Dismiss Shareholder Derivative Action Pursuant to NRCP 60 was entered on

s . \?_;- ,nc\ ;
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By: e St

NATASHA A. LANDRUM, ESQ.
Nevada Bar No, 7414

DAVID S, DAVIS, ESQ.

Nevada Bar No, 11549
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Attorneys for Plaintiff Michael Kirsch

Edward W. Milier

Joshua M. Lifshitz

821 Franklin Avenue, Suite 209
Garden City, New York

Telephone: (516) 493-97R0
Facsimile: (516)280-7376

Attorneys for Plaintiff Michael Kirsch
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of GALECTIN THERAPEUTICS, INC.,
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PETER G. TRABER; JAMES C. CZIRR;
JACK W. CALLICUTT; GILBERT F.
AMELIO; KEVIN D. FREEMAN; ARTHUR
R. GREENBERG; ROD D. MARTIN; JOHN
F. MAULDIN; STEVEN PRELACK;
HERMAN PAUL PRESSLER, III; and DR.
MARC RUBIN,

Defendants,
-and-

GALECTIN THERAPEUTICS, INC., a
Nevada corporation,

Nominal Defendant.

CASE NO. A-14-706397-B
DEPT. NO. XI

NOTICE OF APPEAL
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DAVID L. HASBROUCK and SIU YIP,
derivatively on behalf of GALECTIN
THERAPEUTICS, INC.,

Plaintiffs-Intervenors,
_VS-

PETER G. TRABER; JAMES C. CZIRKR;
JACK W. CALLICUTT; GILBERT F.
AMELIO; KEVIN D. FREEMAN; ARTHUR
R. GREENBERG; ROD D. MARTIN; JOHN
F. MAULDIN; STEVEN PRELACK;
HERMAN PAUL PRESSLER, III; DR.
MARC RUBIN; and 10X FUND, L.P.,

Defendants,
-and-

GALECTIN THERAPEUTICS, INC., a
Nevada corporation,

Nominal Defendant.

NOTICE OF APPEAL

NOTICE IS HEREBY GIVEN that Plaintiff, MICHAEL KIRSCH, derivatively on behalf
of GALECTIN THERAPEUTICS, INC., hereby appeals to the Supreme Court of Nevada from

the Order entered on April 1, 2016, on Defendants’ Motions to Dismiss Shareholder Derivative

Action. A copy of the Order is attached hereto as Exhibit “1.”

DATED this (S5 ®day of July, 2016.

LEE, HERNANDEZ, LANDRUM

v/

NATASHA A. LAYDRUM, ESQ.

Nevada Bar No. 7414
DAVID S. DAVIS, ESQ.
Nevada Bar No. 11549

7575 Vegas Drive, Suite 150
Las Vegas, NV 89128
Attorneys for Plaintiff Michael Kirsch
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CERTIFICATE OF MAILING

Michael Kirsch v. Peter Traber, et al.
In Re: Galectin Therapeutics

I HEREBY CERTIFY that on the l "; day of July, 2016, I served a copy of the

above and foregoing NOTICE OF APPEAL, by electronic service via Wiznet/Odyssey, pursuant

LEE, HERNANDEZ, LANDRUM & GAROFALO
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' to Administrative Order 174-2, to the following party(ies) of record:

| Lyssa S. Anderson, Esq.

| Ryan W. Daniels, Esq..
KAEMPFER CROWELL

8345 W. Sunset Road, Ste. 250

Las Vegas, NV 89113

Telephone: (702) 792-7000
Fax:(702) 796-7181
landerson@kcnvlaw.com
ATTORNEY FOR DEFENDANT

Michael R. Smith, Esq.

B. Warren Pope, Esq.

Benjamin Lee, Esq.

KING & SPAULDING, LLP

1180 Peachtree Street, NE

Atlanta, GA 30309

ATTORNEY FOR DEFENDANT

John P. Aldrich, Esq.

ALDRICH LAW FIRM, LTD

1601 S. Rainbow Blvd., Ste. 160

Las Vegas, NV 89146

(702) 853-5490

Fax: (702) 227-1975
jaldrich@johnaldricklawfirm.com
ATTORNEY FOR INTERVENORS

Michael I. Fistel, Jr., Esq.

JOHSON & WEAVER, LLP

40 Powder Springs St.

Marietta, GA 30064

(770)200-3104
michaelf(@johnsonandweaver.com
ATTORNEY FOR INTERVENORS

Kathleen A. Herkenhoff, Esq.

THE WEISER LAW FIRM, P.C.

12707 High Bluff Drive, Suite 200

San Diego, CA 92130

(858) 794-1441

kah@weiserlawfirm.com

Attorneys for INTERVENOR - Sui Yip

An employee of LEE, HERNANDEZ,
LANDRUM & GAROFALO
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CLERK OF THE COURT

DISTRICT COURT
CLARK COUNTY, NEVADA

MICHAEL KIRSCH, derivatively on behalf
of GALECTIN THERAPEUTICS, INC.,

Plaintiff,

- -vs-

-PETER G. TRABER; JAMES C. CZIRR;

JACK W, CALLICUTT; GILBERT F.
AMELIQ; KEVIN D, FREEMAN; ARTHUR

- R. GREENBERG; ROD D. MARTIN; JOHN

F. MAULDIN; STEVEN PRELACK;
HERMAN PAUL PRESSLER, III; and DR.
"MARC RUBIN,

Defendants,
-and-

GALECTIN THERAPEUTICS, INC., a
Nevada corporation,

Nominal Defendant.

CASE NO. A-14-706397-B
DEPT. NO. XI

ORDER RE: MOTIONS TO DISMISS
SHAREHOLDER DERIVATIVE ACTION

Date of Hearing: March 3, 2016
Time of Hearing: 8:30 a.m.
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- JACK W. CALLICUTT; GILBERTF.

- HERMAN PAUL PRESSLER, III; DR.
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- GALECTIN THERAPEUTICS, INC., a

DAVID L. HASBROUCK and SIU YIP,
derivatively on behalf of GALECTIN
THERAPEUTICS, INC.,

| Plaintiffs-Intervenors,
FV5-
PETER G. TRABER; JAMES C. CZIRR;
AMELIO; KEVIN D. FREEMAN; ARTHUR
R. GREENBERG; ROD D. MARTIN; JOHN
F. MAULDIN; STEVEN PRELACK;
MARC RUBIN; and 10X FUND, L.P.,

Defendants,

-and-

Nevada corporation,

Nominal Defendant,

ORDER RE: MOTIONS TO DISMISS SHAREHOLDER DERIVATIVE ACTION

This matter having come before the Court on March 3, 2016 at 8:30 a.m. on Nominal

| Defendant Galectin Therapeutics Inc.’s Motion to Dismiss Shareholder Action and the Individual

Defendants’ and 10X Fund L.P.’s Motion to Dismiss Shareholder Action (the “Motions”), the |

Court having reviewed the Motions, all briefing thereon and supporting exhibits, having heard

‘oral argument, and other good cause appearing, the Court holds that the Motions are GRANTED.

As grounds for its ruling, the Court finds:
1. This is a sharcholder derivative action brought by Plaintiff Michael Kirsch and
Intervenor Plaintiffs David L. Hasbrouck and Siu Yip (collectively, “Plaintiffs) who allege that
they are shareholders of Nominal Defendant Galectin Therapeutics Inc. (“Galectin™), a Nevada

corporation.

2. A sharcholder seeking to assert claims derivatively on behalf of a Nevada

' corporation must, among other things, either (i) make a pre-suit demand on the company’s board
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~of directors or (ii) plead particularized facts establishing legal excuse for the failure to do so.

3. Plaintiffs did not make a pre-suit demand upon Galectin’s board of directors, but

| instead assetted in their complaints that such a demand was excused under Nevada law.,

4, On June 11, 2015, the Court held a hearing on various motions filed by the parties
and proposed Intervenors. On August 10, 2015, the Court entered an order: (i) granting
Intervenor Plaintiffs Hasbrouck’s and Yip’s motion to intervene in this case;! (ii) denying
Defendants” motion to dismiss Mr, Kirsch’s Second Amended Shareholder Derivative
Complaint; (i) staying this action for 180 days pending In re Galectin Therapeutics, Inc.
Derivative Litigation, Lead Case No.: 1:15-CV-00208-SCJ in the United States District Court
for the Northern District of Georgia (the “Georgia Action™); and (iv) ordering the parties to file
a status report by December 11, 2015 addressing the status of the Georgia Action.

5. This Court’s August 10, 2015 order staying the case for 180 days was based upon

representations made to the Court by Mr. Smith at the June 11, 2015 hearing that issues raised in

| Georgia relate to class representations issues,

6.  Although the Court’s August 10, 2015 order was a substantive ruling on the issue

- of demand futility, which was reached following briefing and oral argument regarding that issue,

it was not a final order under Nevada law.

7. On December 30, 20185, United States District Court Judge' Steven C, Jones of the
United States District Court for the Northern District of Georgia, entered a final order and
judgment (the “Prior Final Judgment™) (i) holding tﬁat under Nevada law, Intervenor Plaintiffs
David L. Hasbrouck and Siu Yip failed to adequately plead the futility of a pre-suit demand on
Galectin’s board of directors in their prior-filed and substantively identical Georgia Action and

ii) dismissing the Georgia Action with prejudice,
), E

I Intervenor Plaintiffs Hasbrouck and Yip filed their Verified Shareholder Complaint-in-
Intervention (the “Complaint-in-Intervention™) on July 9, 2015,
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8. A prior final judgment by a United States District Court has preclusive effect jn

~ Nevada as to an issue that: (1) is “identical to the one alleged in the prior litigation;” (2) was

“actually litigated in the prior litigation,” and (3) was “a critical and necessary part of the earlier

judgment,” provided that the person against whom preclusion is sought to be applied was either

a party to the prior final judgment or a nonparty who was “adequately represented by someone

with the same interest who [wa]s a party to the suit.” Bower v. Harrah’s Laughlin, Inc., 125
Nev. 470, 480, 215 P.3d 709, 717 (Nev. 2009).

9. The Court finds that each of the above requirements for application of issue

- preclusion is satisfied with respect to the issue of whether Plaintiffs have adequately pled

demand futility in their complaints in this action, Based on this finding and the standards set
forth above, this Court determines that it must give preclusive effect to the Prior Final
Judgment’s ruling oﬁ demand futility and grant Defendants’ motions to dismiss, the Complaint-
in-Intervention and this entire action.

IT IS HEREBY ORDERED AND ADJUDGED that this action is dismissed with

<, A\ os )

DISTR

prejudice.

U B . i
Dated this _} __day oi‘%&ﬂmfx
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NATASHA A. LANDRUM, ESQ.
Nevada Bar No. 7414

DAVID S. DAVIS, ESQ.

Nevada Bar No. 11549

LEE, HERNANDEZ, LANDRUM
& GAROFALO

7575 Vegas Drive, Suite 150

Las Vegas, Nevada 89128

(702) 880-9750

Fax; (702) 314-1210
nlandrum@]ee-lawfirm.com

Attorneys for Plaintiff

FILED
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DISTRICT COURT

CLARK COUNTY, NEVADA

MICHAEL KIRSCH, derivatively on behalf of
GALECTIN THERAPEUTICS, INC.,

Plaintiff,
..VS_

PETER G. TRABER; JAMES C. CZIRR;
JACK W. CALLICUTT; GILBERT F.
AMELIO; KEVIN D. FREEMAN; ARTHUR
R. GREENBERG; ROD D. MARTIN; JOHN F.
MAULDIN; STEVEN PRELACK; HERMAN
PAUL PRESSLER, III; and DR. MARC
RUBIN,

Defendants,
-and-

GALECTIN THERAPEUTICS, INC., a
Nevada corporation,

Nominal Defendant.

o PHYFAOBTIE

DEPT. NO.

VERIFIED SHAREHOLDER
DERIVATIVE COMPLAINT

By and through his undersigned counsel, Plaintiff MICHAEL KIRSCH (“Plaintiff”) brings

this shareholder derivative action on behalf of Nominal Defendant Galectin Therapeutics, Inc.

(“Galectin” or the “Company”) and against certain current officers and directors of the Company

for breaches of fiduciary duties, unjust enrichment, and corporate waste. Plaintiff makes these

allegations upon personal knowledge as to those allegations concerning Plaintiff and, as to all
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other matters, upon the investigation of counsel, which includes, without limitation, review of
public filings with the U.S. Securities and Exchange Commission (“SEC”), press releases and
other publications disseminated by the Company, news articles, shareholder communications, and
postings on Galectin’s website concerning the Company’s public statements, and pleadings, and
documents filed in connection with the related pending securities fraud class action filed in the
United States District Court District of Nevada, Ballesteros v. Galectin Therapeutics, Inc., Case
No. 3:14-¢v-00399-RCJ-WGC (the “Securities Class Action”).
SUMMARY

l. Galectin is a biopharmaceutical company founded in 2000 (originally named
“Pro-Pharmaceuticals, Inc.), which began trading on The NASDAQ Capital Market under the
symbol GALT on March 23, 2012. Galectin’s stated business goal is the discovery and
development of medications which inhibit galectinlproteins that play a role in the spread of liver
fibrotic disease and cancer. However, the Company has never obtained FDA approval for a
medication, introduced a product to market or made a profit.

2. Since its 2012 public offering, Galectin has promoted the sales of its shares
largely through its claim that it has discovered and developed two compounds, GR-MD-02 and
GM-CT-01 which are derivatives of apple pectin that are effective for treatment of non-alcoholic
liver cirrhosis (a pre-cancerous condition) and advanced melanoma, respectively. Galectin claims
that based upon objective criteria it is on the verge of commercializing its’ medical breakthroughs
and is likely to reap huge profits for those who invest in the Company. As detailed herein, these

claims were false.

. The only objective scientific fact demonstrated by the Company about its two
lead products, GR-MD-02 and GM-CT-01, was that they were not dangerous (not surprisingly,

given that the active component in these compounds is apple pectin, a common ingredient for
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jams and preserves). The Company concealed the paucity of objective indications that either
product actually combats disease in an ocean of scientific terminology, double-talk, misleading

innuendo and flat-out misrepresentations.

4. On or about January 1, 2014 (the “Relevant Period”), as the Company exhausted
its ability to maintain the illusion that the Company had accomplished a medical breakthrough
that was on the verge of monetization, the Company supplemented its own false and misleading
statements concerning their lead product candidate, GR-MD-02, by paying a investor relations
and marketing company Emerging Growth Corp. (through its parent company TDM Financial, a
penny-stock promotions firm) to execute a misleading promotional campaign to entice investors
to buy its stock. As detailed herein, the campaign was misleading because of the false and
misleading statements made therein and Emerging Growth’s presentation of glowing reviews of
Galectin and its products as if Emerging Growth was a neutral third party stock analyst.

S, As a result of the misleading promotional campaign, Galectin’s common stock
traded at artificially inflated levels during the Relevant Period.

6. On July 28, 2014, it became public knowledge that the glowing reports
concerning the Company’s products had been generated by the Company through stock
promoters. This fact was publicized in July 28, 2014 articles published on SeekingAlpha.com by
Bleecker Street Research and TheStreet.com by Adam Feuerstein (“Feuerstein”).

7. On the news that months of positive reviews of the Company’s medical
developments had in fact been paid-for puffery and that GR-MD-02 had no proven medical value
- contrary to representations by the stock promoters - the Company’s stock price collapsed by
more than 60% to close at $5.70 per share on July 29, 2014, decreasing Galectin’s market cap by
more than $190 million in a single day.

8. Defendants knew that GR-MD-02 did not provide the benefits suggested by the

APP000022




(702) 880-9750

LEE, HERNANDEZ, LANDRUM & GAROFALO
7575 VEGAS DRIVE, SUITE 150
LAS VEGAS, NV 89128

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

Defendants when discussing the patent the Company was awarded or the Phase 1 clinical trial it
was conducting and that the positive representations about the product disseminated by the paid
stock promoters were false.

N Galectin’s Board of Directors (the “Board”) has not, and will not commence
litigation against the Individual Defendants named in this complaint, let alone vigorously
prosecute such claims, because they face a sufficiently substantial likelihood of liability to
Galectin for authorizing or failing to correct the false and misleading statements alleged herein
and for failing to correct and/or implement the necessary internal controls to prevent the harm to
the Company that has occurred. Accordingly, a pre-suit demand upon Galectin’s Board is a
useless and futile act. Thus, Plaintiff rightfully brings this action to vindicate Galectin’s rights
against its wayward fiduciaries and hold them responsible for the damages they have caused to
Galectin.

JURISDICTION AND VENUE

10. The Court has jurisdiction over all claims because each defendant because each
defendant is either a corporation that does sufficient business in Nevada, or is an individual who
has sufficient minimum contacts with Nevada so as to render the exercise of jurisdiction by the
Nevada courts permissible under traditional notions of fair play and substantial justice the amount
in controversy exceeds the sum of $75,000, exclusive of interest and costs.

11.  Venue is proper in this District because many of the acts and practices

complained of herein occurred in this District and Galectin 1s incorporated in Nevada.

THE PARTIES
12. Plaintiff is, and at all relevant times has been, a holder of Galectin common stock.
13. Nominal Defendant Galectin is incorporated in Nevada with its principal place of

business located at 4960 Peachtree Industrial Boulevard, Suite 240, Norcross, Georgia 30071.
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Galectin is a development stage company engaged in the research and development of therapies
for fibrotic disease and cancer. The Company’s common stock is traded on the NASDAQ Capital
Markets under the ticker symbol “GALT.” The Company has more than 21 million shares
outstanding.

14. Defendant Peter G. Traber, M.D. (“Traber”) has been Galectin’s President and
Chief Executive Officer (“CEO”) since March 2011 and a director of the Company since
February 2009. Traber is also the Company’s Chief Medical Officer. Traber is a defendant in the
Securities Class Action. Traber received $612,690 in total compensation from Galectin in 2013
and $1,089,299 in total compensation from Galectin in 2012.

15. Defendant James C. Czirr (“Czirr”) has served as Chairman of the Board since
February 2009 and as Executive Chairman since February 2010. Czirr co-founded Galectin in
July 2000. In 2009, Czirr and Defendant Rod D. Martin (“Martin”), led the takeover of Galectin.
Czirr, along with Martin, is also the co-founder of 10X Fund, L.P. and is a managing member of
10X Capital Management, LLC, the general partner of 10X Fund, L.P. As of March 19, 2014,
10X Fund L.P. is the owner of all of the issued and outstanding shares of Galectin Series B
preferred stock and as such 10X Fund has the right to vote as a separate class to nominate and
elect two directors (“the Series B directors”), and to nominate three directors (“the Series B
nominees”), to stand for election by shareholders.

Czirr has extensive knowledge and experience in the biopharmaceutical field. Czirr is a
defendant in the Securities Class Action. Czirr was instrumental in the early stage development of
Safe Science Inc., a developer of anti-cancer drugs, and served from 2005 to 2008 as Chief
Executive Officer of Minerva Biotechnologies Corporation, a developer of nano particle bio chips
to determine the cause of solid tumors. Czirr has received $437,214 in total compensation from

Galectin in 2013 and $292,192 in total compensation from Galectin in 2012.
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16. Defendant Martin has served as Vice Chairman of the Board since February 2010
and as a director of the Company since February 2009 since he, along with Czirr, led a takeover
of the Company. Martin, along with Czirr, is the co-founder of 10X Fund, L.P. and is a managing
member of 10X Capital Management, LLC, the general partner of 10X Fund, L.P. As of March
19, 2014, 10X Fund L.P. is the owner of all of the issued and outstanding shares of Galectin
Series B preferred stock. During the Relevant Period, Martin was the chairperson of the
Compensation and the Nominating and Corporate Governance Committees.

17. Defendant Dr. Marc Rubin (“Rubin”) has served as a director of the Company
since October 2011. Dr. Rubin has extensive knowledge and experience in the biopharmaceutical
field and is Executive Chairman of the Board of Directors of Titan Pharmaceuticals, Inc. (TTNP:
OTC BB) and served as its President and Chief Executive Officer from October 2007 to January
2009. Until February 2007, Dr. Rubin served as Head of Global Research and Development for
Bayer Schering Pharma, as well as a member of the Executive Committee of Bayer Healthcare
and the Board of Management of Bayer Schering Pharma. Prior to the merger of Bayer
Pharmaceuticals and Schering AG in June 2006, Dr. Rubin was a member of the Executive Board
of Schering AG since joining the company in October 2003, as well as Chairman of Schering
Berlin Inc. and President of Berlex Pharmaceuticals, a division of Schering AG. From 1990 until
August 2003, Dr. Rubin was employed by GlaxoSmithKline where he held positions of
responsibility in global clinical and commercial development overseeing programs in the United
States, Europe, Asia and Latin America. From 2001 through 2003 at GlaxoSmithKline, he was
Senior Vice President of Global Clinical Pharmacology & Discovery Medicine. Dr. Rubin holds
an M.D. from Cornell University Medical College and is board certified in internal medicine with
subspecialties in medical oncology and infectious diseases. Dr. Rubin is a member of the Board

of Directors of Curis Inc. (Nasdaq: CRIS) and formerly served on the Board of Directors of
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Medarex, Inc., now a subsidiary of Bristol-Myers Squibb Company.

18. Defendant John F. Mauldin (“Mauldin”) has served as a director of the Company
since May 2011.

19. Defendant Steven Prelack (“Prelack”) has served as a director of the Company
since April 2003. During the Relevant Period, Prelack was chairperson of the Audit Commuittee.

20. Defendant Herman Paul Pressler, 1II (“Pressler”) has served as a director of the
Company since May 2011. During the Relevant Period, Pressler was a member of the Nominating
and Corporate Governance Committee.

21. Defendant Gilbert F. Amelio (“Amelio”) has served as a director of the Company
since February 2009. During the Relevant Period, Amelio was a member of the Nominating and
Corporate Governance Committee and the Compensation Committee.

22. Defendant Kevin D. Freeman (“Freeman”) has served as a director of the
Company since May 2011. During the Relevant Period, Freeman was a member of the Audit
Committee.

23. Defendant Arthur R. Greenberg (“Greenberg”) has served as a director of the
Company since August 2009. During the Relevant Period, Greenberg was a member of the Audit
and Compensation Committees.

24. The defendants identified in paragraphs 14 through 23 above shall be referred to
as “the Defendants” herein.

FACTS

25. Galectin is a development stage biopharmaceutical company which claims that its
lead product GR-MD-02 and GM-CT-01 have demonstrated medicinal benefits in the treatment
of NASH, a disease that leads to fatty buildup in the liver and can potentially lead to cirrhosis

and/or liver cancer and melanoma (skin cancer).
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26. Galectin has never introduced a product to market or made a profit and has raised
capital based upon its ability to create a public perception that it is objectively in possession of a
newly discovered medication that can effectively treat cancer.

27. Galectin’s emphasis on sales and marketing of its promised future performance
rather than actual scientific accomplishments is obvious from the composition of its board of
directors. Of the eight of its ten board members which the Company claims to be independent,
only one of the directors - Defendant Marc Rubin — claims to have any scientific or medical
background, education or experience that would in any fashion qualify them to form and informed
judgment as to the actual progress being made by the Company in its primary business goal of the
development of medications to treat cancer. As stated in the Company’s most recent Proxy for
election of directors, the primary experience, education and background qualifications and talents
of the present board are “identifying sources of capital,” financial advisory services,” “business

3% ¢

development,” “extensive experience with developing companies and organizations,” “extensive
legal experience,” and “senior financial management roles.” Other than Defendant Rubin, none
of the other Director-Defendants claimed by the Company to be independent had any material
experience, education or training qualifying them to form an educated opinion as to the actual
scientifically demonstrated efficacy of any of the Company’s products.

28.  The Company is in Phase 1 clinical trials for GR-MD-02. Phase 1 clinical trials
are an initial screening for safety to ensure that the potential medication does not cause harm. The
successful completion of Phase 1 clinical trials demonstrates absolutely nothing about the efficacy
of the proposed medication in the treatment of any disease or medical condition. The Food and

Drug Administration’s definition of the various phases of clinical trials for proposed medications

are as follows:

“Food and Drug Administration (FDA) categories
(http://www.fda.gov/drugs/resourcesforyou/consumers/ucm143534.htm) for
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describing the clinical trial of a drug based on the study's characteristics, such as the
objective and number of participants. There are five phases:

Phase 0: Exploratory study involving very limited human exposure to the drug, with
no therapeutic or diagnostic goals (for example, screening studies, microdose studies).

Phase 1: Studies that are usually conducted with healthy volunteers and that emphasize
safety. The goal is to find out what the drug's most frequent and serious adverse events
are and, often, how the drug is metabolized and excreted.

Phase 2: Studies that gather preliminary data on effectiveness (whether the drug works
in people who have a certain disease or condition). For example, participants receiving
the drug may be compared with similar participants receiving a different treatment,
usually an inactive substance (called a placebo) or a different drug. Safety continues to
be evaluated, and short-term adverse events are studied.

Phase 3: Studies that gather more information about safety and effectiveness by
studying different populations and different dosages and by using the drug in
combination with other drugs.

Phase 4: Studies occurring after FDA has approved a drug for marketing. These
including postmarket requirement and commitment studies that are required of or
agreed to by the sponsor. These studies gather additional information about a drug's
safety, efficacy, or optimal use.”

https://clinicaltrials.gov/ct2/about-studies/glossary#P

29. Galectin obtained numerous patents for compounds such as GR-MD-02 and GM-
CT-01. Because patents are generally granted for human drug products without challenge due to
the presumption of usefulness based upon the representation of the applicant without any clinical
testing, the obtaining of patents was not a valid indicator of the efficacy of any of the Company’s
products.

30. On January 6, 2014, Galectin issued a press release entitled “Galectin
Therapeutics Receives US Patent for Combination Treatment for Liver Fibrosis.” The release left
the reader understanding that there had been a significant U.S. government validation of the
efficacy of the Company’s product when there had not been. The release also led the reader to

believe that Phase 1 clinical testing is an indication of the “efficacy” of the proposed medication,

which it is not. The release stated in part:
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“Galectin Therapeutics, the leading developer of therapeutics that target galectin
proteins to treat fibrosis and cancer, today announced that it has received a notice of
allowance from the U.S. Patent and Trademark Office for patent application number
13/550,962 titled ‘Galactose-Pronged Polysaccharides in a Formulation for
Antifibrotic Therapies.” The patent covers both composition claim for and uses of the
Company’s carbohydrate-based galectin inhibitor compound GR-MD-02 for use in
patients with liver fibrosis in combination with other potential therapeutic agents. The
patent covers use of GR-MD-02 with agents directed at multiple targets, some of
which are currently in clinical development for fibrotic disorders including
monoclonal antibodies to connective tissue growth factor, integrins, and TGF-f1.

“This patent provides additional coverage in the U.S. for the use of GR- MD-02 in
combination with other potential anti-fibrotic agents in the treatment of liver fibrosis,’
said Peter G. Traber, MD, President, CEO and CMO of Galectin Therapeutics. ‘In the
future, liver fibrosis could be treated with a combination of agents, and this patent
provides important intellectual property for this possibility. We are hopeful that our
development program for GR-MD-02 will lead to the first therapy for the large unmet
medical need of liver fibrosis.’

Galectin Therapeutics is currently conducting a Phase 1 clinical trial to evaluate the
safety, tolerability and exploratory biomarkers for efficacy for single and multiple
doses of GR-MD-02 over four weekly doses of GR-MD-02 treatment in patients with
fatty liver disease with advanced fibrosis. In March 2013, the U.S. Food and Drug
Administration (FDA) granted GR-MD-02 Fast Track designation for nonalcoholic
steatohepatitis (NASH) with hepatic fibrosis, commonly known as fatty liver disease
with advanced fibrosis.”

31. In the three days following this release, Galectin’s stock skyrocketed from $8.47
per share to $15.10 per share on heavy volume. The stock continued its upward trend culminating
in a Relevant Period high of $18.30 per share on February 27, 2014.

32.  On March 31, 2014, the Individual Defendants caused Galectin to issue a press
release entitled “First Cohort Results in Galectin Therapeutics’ Phase 1 Trial Reveal Biomarker
Evidence of Therapeutic Effect on Fibrosis and Inflammation in NASH With Advanced Fibrosis.”
The release also led the reader to believe that Phase 1 clinical testing is an indication of the
“efficacy” of the proposed medication, which it is not. The release stated in part:

“We are extremely pleased with the positive results of the first cohort of our Phase 1
trial, which suggest a role for GR-MD-02 in the treatment of patients with fatty liver
disease with advanced fibrosis,” said Peter G. Traber, M.D., Chief Executive Officer,

President and Chief Medical Officer of Galectin Therapeutics. “Fatty liver disease,
characterized by the presence of fat in the liver along with inflammation, over time can
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develop into fibrosis, or scarring of the liver, which is estimated to affect millions of
Americans. Intervention with the intent of reversing the fibrosis is a potentially
important therapeutic approach in fatty liver disease, a condition with significant
unmet medical need.”

33. On April 23, 2014, Galectin issued a press release entitled “Galectin Therapeutics
Completes Enrollment of Second Cohort of Phase 1 Trial of GR-MD-02 for NASH (Fatty Liver
Disease) With Advanced Fibrosis,” which stated in part:

“We are pleased that enrollment of the second cohort was completed very rapidly,
which speaks to the urgent need to identify an effective treatment for fatty liver
disease with advanced fibrosis,” said Dr. Peter G. Traber, President, Chief Executive
Officer, and Chief Medical Officer of Galectin Therapeutics Inc. “The goal of therapy
with GR-MD-02 in NASH patients with advanced fibrosis is the reversal of fibrosis
and prevention of complications of cirrhosis and liver transplantation.”

34. On May 13, 2014, Galectin issued a press release announcing it first quarter 2014
financial results. The Company reported a net loss of $5.4 million, or ($0.27) diluted earnings per
share (“EPS) for the first quarter of 2014. The release stated in part:

“We continued to make significant progress in our liver fibrosis development program
through the first quarter of 2014. We announced the successful results of the first
cohort of patients in our Phase 1 clinical trial for patients with NASH with advanced
fibrosis, which demonstrated that GR-MD-02 was safe and well tolerated.
Additionally, the results demonstrated positive changes in biomarkers, suggesting a
therapeutic effect on fibrosis. More recently, we announced on April 23, 2014, that
we have completed the enrollment of all of the required patients in cohort 2 of this
Phase 1 clinical trial, and we expect to announce the results around the end of July
2014,” said Peter G. Traber, M.D., Chief Executive Officer, President and Chief
Medical Officer, Galectin Therapeutics. “This Phase 1 first-in-man study is evaluating
the safety, tolerability, pharmacokinetics and exploratory biomarkers for efficacy for
single and multiple doses of GR-MD-02 when administered to patients with fatty liver
disease with advanced fibrosis.”

35. Starting on or about January 1, 2014 the Company hired an investor relations and
marketing company Emerging Growth Corp. (through its parent company TDM Financial, a
penny-stock promotions firm) to execute a misleading promotional campaign by writing glowing
reviews of the Company (as if from a neutral third party) to entice investors to buy its stock.

36. On July 24, 2014, Emerging Growth posted on their website about Galectin:
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37.

Fat is driving the bus these days in one narrow, but widening, biotech sector as
companies strive for dominance. Among these are Galectin Therapeutics Inc. (GALT),
Intercept Pharmaceuticals (ICPT), Raptor Pharmaceuticals (RPTP) and Gilead
Sciences (GILD), all of which are in search of a cure for one stage or another of “fatty
liver disease.”

From a clinical stage perspective, Intercept is leading the race, having delivered
positive data from a Phase 2 trial of obeticholic acid (OCA) earlier this year. Shares
tripled on the news. Galectin, a newly-coined member of the Russell 2000, is nipping
at Intercept’s heels and actually may be closer than what first appears with a Phase 1
trial because of the potential to treat fatty liver disease even once it has progressed.
What distinguishes their approach from others that the timing of intervention with
their proprietary carbohydrate polymer drug GR- MD-02 may be largely irrelevant to
outcomes, with GR-MD-02 seeming to work well even in advanced stages of liver
fibrosis. This is especially important in fatty liver diseases because they are silent
killers, often going undiagnosed for many years. The Galectin drug was granted FDA
fast-track approval nearly a year ago.

Galectin has announced GR-MD-02 to be safe and well tolerated in the first cohort of
patients in its clinical trial, as well as showing changes in key biomarkers, which
suggests a therapeutic effect on fibrosis, or scarring of the liver that leads to loss of
liver function. Enrollment has been completed in the second cohort, with results
expected in the next few weeks, potentially a catalytic moment for the company’s
value.

Further, late in June Galectin disclosed that research in an animal model of NASH
showed an oral version of GR-MD-02 to demonstrate a significant improvement in
disease. Coming at NASH with both infused and oral formulations could give Galectin
a competitive edge going forward.

The apparently sudden prevalence of fatty liver disease and NASH on the biotech
horizon is due to the increasing incidence of obesity worldwide and greater awareness
of the conditions. After all, NASH didn’t even have a medical name three decades ago.
A U.S. Centers for Disease Control report says that 34.9% of American adults are
obese. That’s a 50% increase in obesity in less than 40 years and has lent impetus to
the rise in NASH, a disease dubbed “the next big global epidemic” on CNBC’s NBR.

Those are big numbers and potentially big profits. So it is clear that fat is indeed
driving the biotech bus, with Galectin, Intercept, Gilead and Raptor in the front seats
and vying to take control of the wheel.

Immediately after the above described Emerging Growth posting on its website

promising big profits for investors in Galectin, Galectin issued a press release announcing a
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conference call on July 25, 2014 to provide updated results from its Phase 1 NASH study.

38. Following these releases, Galectin’s stock price spiraled upwards from $13.72 per
share to $15.32 per share.

39. During this entire period Defendants were fully aware that the obtaining of a
patent or conducting or results of a Phase 1 study was no indication of the actual efficacy or
medical benefit of GR-MD-02. Defendants fully understood that the dramatic increase in the
price of the Company’s shares bore no relationship to any actual true news about its product. In
fact, Defendants were fully aware that GR-MD-02 did not provide the benefits suggested in the
Company’s press releases concerning the patent the Company received or the Phase 1 clinical
trial it was conducting.

40. Defendants were aware of the above press releases and the hiring of Emerging
Growth Corp. and the misrepresentations and campaign of misleading implications falsely
suggesting that there were objective indications of the efficacy of GR-MD-02 and at no time
objected to these wrongful acts and, in fact, participated in them.

41. Throughout the relevant period, Defendants knew, but did not disclose, that the
sole source of positive feedback about the Company’s prospects came from paid stock promoters
who were disseminating positive, but misleading reports about Galectin’s prospects.

42, As a result of the Defendants’ false and misleading statements and omissions,
Galectin shares traded at artificially inflated prices during the Relevant Period.

THE TRUTH EMERGES
43. On July 25, 2014, Feuerstein tweeted GALT paying penny stock promoters to

issue misleading PRs posted to the web.
44, On July 28, 2014, Bleecker Street Research published an article on

SeekingAlpha.com claiming Galectin “has strong ties to stock promoters” and was engaged in a
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misleading brand awareness campaign aimed at boosting its stock price.

45. On July 28, 2014, Feuerstein published an article on TheStreet.com reporting that
Emerging Growth, through its parent company TDM, a penny-stock promotions firm, was the
investor relations and marketing company Galectin was paying for misleading promotional
campaigns to entice investors to buy its stock. The article stated in part:

Last Thursday, Emerging Growth issued a press release, picked up by the Yahoo!
Finance feed, which misleadingly compared Galectin to Intercept Pharmaceuticals
(ICPT).

From a clinical stage perspective, Intercept is leading the race, having delivered
positive data from a Phase 2 trial of obeticholic acid (OCA) earlier this year. Shares
tripled on the news. Galectin, a newly- coined member of the Russell 2000, is nipping
at Intercept’s heels and actually may be closer than what first appears with a Phase 1
trial because of the potential to treat fatty liver disease even once it has progressed.
What distinguishes their approach from others that the timing of intervention with
their proprietary carbohydrate polymer drug GR-MD-02 may be largely irrelevant to
outcomes, with GRMD-02 seeming to work well even in advanced stages of liver
fibrosis. This is especially important in fatty liver diseases because they are silent
killers, often going undiagnosed for many years. The Galectin drug was granted FDA
fast- track approval nearly a year ago.

Only someone being paid to shill would claim Galectin is “nipping at Intercept’s
heels.” Intercept is way ahead in developing a drug to treats non- alcoholic
steatohepatitis (NASH), a severe form of fatty liver disease, and its clinical studies to
date have been designed using appropriate endpoints.

Galectin, by comparison, is conducting a phase I “safety” study of its NASH candidate
enrolling a tiny number of patients and using endpoints which collect useless
biomarker data. It’s as if Galectin doesn’t really want to find out if their drug is
effective against NASH.

After Emerging Growth’s misleading press release was issued Thursday, Galectin
followed up with a press release of its own on Friday to announce a conference call for
Tuesday morning. The subject of the call: To discuss updated results from its phase I
NASH study.

46. On July 29, 2014, the Defendants caused Galectin to announce that it had posted a
new presentation on its website about the results of the second cohort of patients in its Phase 1
clinical trial. The results were described as “poor” by analysts.

47. Then on July 29, 2014, Feuerstein published an article on TheStreet.com entitled
“Galectin Drug is a Fatty Liver Flop,” which stated in part:
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Fruit pectin is delicious spread on toast, but can an experimental drug derived from
fruit pectin be effective as a treatment for fatty liver disease? Not so much, which
explains the steep drop in Galectin Therapeutics (GALT) Tuesday.

Galectin’s experimental drug GR-MD-02 flopped in a phase I study of nonalcoholic
steatohepatitis (NASH), a severe form of fatty liver disease. Across just about every
biomarker for efficacy Galectin thought to measure, GR-MD-02 showed no difference
from placebo. Galectin deemed the updated results from the phase I study to be a
success because patients treated with GR-MD-02 reported no serious side effects, but
of course, ineffective placebos rarely raise safety concerns.

48. Once the true facts regarding the Company’s financial prospects and future
business prospects emerged, Galectin stock crumbled from its Relevant Period high of $18.30,
sinking to a low of $5.15 per share on July 29, 2014, a one-day decline of nearly 61% on
extremely heavy trading volume — wiping out more than $190 million in market capitalization.

DEFENDANTS’ DUTIES

49.  As Company directors, Defendants had the ability to control the business and
corporate affairs of Galectin and the Individual Defendants owed and owe the Company and its
shareholders fiduciary obligations of trust, loyalty, good faith, and due care, and were and are
required to use their utmost ability to control and manage Galectin so as to operate in a legal and
honest fashion. The Individual Defendants were and are required to act in furtherance of the best
interests of Galectin and its shareholders so as to benefit all shareholders.

50. Each director and officer of the Company owes to Galectin and its shareholders the
fiduciary duty to exercise good faith and diligence in the administration of the affairs of the
Company and in the use and preservation of its property and assets, and the highest obligations of
fair dealing.

51. In addition, as officers and/or directors of a publicly held company, the Individual
Defendants had a duty to promptly disseminate accurate and truthful information with regard to
the Company’s financial and business prospects so that the market price of the Company’s stock

would be based on truthful and accurate information.
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52. The Individual Defendants, because of their positions of control and authority as
directors and/or officers of Galectin, were able to and did, directly and/or indirectly, exercise
control over the wrongful acts complained of herein, as well as the contents of the various public
statements issued by Galectin.

53. Because of their advisory, executive, managerial, and directorial positions with
Galectin, each of the Defendants had a duty to know is presumed to have had the basic
understanding of the business of the Company such that they knew that stage 1 clinical trials and
patents do not provide indications of the efficacy of a proposed medication and that the Company
was, at best, wildly exaggerating the objective indications that GR-MD-02 was effective in the
treatment of any disease.

54. Defendants were required to exercise reasonable and prudent supervision over the
management, policies, practices, and controls of the financial affairs of the Company. By virtue of
such duties, the officers and directors of Galectin were required to, among other things:

(a) ensure that the Company complied with its legal obligations and requirements,
including acting only within the scope of its legal authority and disseminating truthful and
accurate statements to the investing public;

(b) conduct the affairs of the Company in an efficient, business-like manner so as to
make it possible to provide the highest quality performance of its business, to avoid wasting the
Company’s assets, and to maximize the value of the Company’s stock;

(c) properly and accurately guide investors and analysts as to the true financial and
business prospects of the Company at any given time, including making accurate statements
about the Company’s business and financial prospects and internal controls;

(d) remain informed as to how Galectin conducted its operations, and, upon receipt of
notice or information of imprudent or unsound conditions or practices, make reasonable inquiry
in connection therewith, and take steps to correct such conditions or practices and make such
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disclosures as necessary to comply with securities laws; and
(e) ensure that Galectin was operated in a diligent, honest, and prudent manner in

compliance with all applicable laws, rules, and regulations.

Sk In addition to these duties, the members of the Audit Committee owed specific
duties to Galectin under the Audit Committee’s Charter to exert oversight over the Company’s
public communications with the public and regulators.

56. Defendants, as officers and/or directors of Galectin, are bound by the Company’s
Code of Conduct and Ethics (the “Code”) which, according to the Code, was adopted to deter
wrongdoing and promote, among other things:

Full, fair, accurate, timely and understandable disclosure in reports and documents
filed with or submitted to the Securities and Exchange Commission and in other public
communications made by the Company.

5k With respect to public disclosures, the Code states, in part, that:

The Company must also disclose to the SEC, our current stockholders and the
investing public, information that is required to be disclosed under applicable laws,
regulations or rules, and any additional information that may be necessary to ensure
that the required disclosures are not misleading or inaccurate. The Company requires
you to participate in the disclosure process, which is designed to record, process,
summarize and report material information for disclosure, such that the information
when disclosed is full, fair, accurate, timely and understandable.

58.  Upon information and belief, the Company maintained a version of the Code
during the Relevant Period that imposed the same, or substantially and materially the same or
similar, duties on, among others, the Board, as those set forth above.

BREACHES OF DUTIES

391 Fach Individual Defendant, by virtue of his or her position as a director and/or
officer, owed to Galectin and its sharcholders the fiduciary duty of loyalty and good faith and the
exercise of due care and diligence in the management and administration of the affairs of

Galectin, as well as in the use and preservation of its property and assets. The conduct of the

Individual Defendants complained of herein involves a knowing and culpable violation of their
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obligations as directors and officers of Galectin, the absence of good faith on their part, and a
reckless disregard for their duties to Galectin and its shareholders that the Individual Defendants
were aware or should have been aware posed a risk of serious injury to Galectin.

60. The Individual Defendants each breached their duties of loyalty and good faith by
allowing Defendants to cause, or by themselves causing, the Company to make false and/or
misleading statements that misled sharcholders into believing that disclosures related to the
Company’s financial and business prospects were truthful and accurate when made.

61. Due to Defendants’ illegal actions and course of conduct, the Company is now the
subject of the Securities Class Action that alleges violations of the federal securities laws and will
cause the Company to expend significant sums of money for the defense and settlement of the
lawsuit.

62. In committing the wrongful acts alleged herein, the Individual Defendants have
pursued, or joined in the pursuit of, a common course of conduct, and have acted in concert with
and conspired with one another in furtherance of their wrongdoing. The Individual Defendants
further aided and abetted and/or assisted each other in breaching their respective duties.

63. During all times relevant hereto, the Individual Defendants collectively and
individually initiated a course of conduct that was designed to mislead shareholders into believing
that the Company’s business and financial prospects were better than they actually were. In
furtherance of this plan, conspiracy, and course of conduct, the Individual Defendants collectively
and individually took the actions set forth herein.

64. The purpose and effect of the Individual Defendants’ conspiracy, common
enterprise, and/or common course of conduct was, among other things, to: (a) disguise the
Individual Defendants’ violations of law, including breaches of fiduciary duties and unjust
enrichment; and (b) disguise and misrepresent the Company’s actual business and financial
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prospects.

65. Defendants knowingly permitted and participated in the release of improper
statements. Because the actions described herein occurred under the authority of the Board, each
of the Individual Defendants was a direct, necessary, and substantial participant in the conduct
complained of herein.

66. Each of the Individual Defendants aided and abetted and rendered substantial
assistance in the wrongs complained of herein. In taking such actions to substantially assist the
commissions of the wrongdoing complained of herein, each Individual Defendant acted with
knowledge of the primary wrongdoing, substantially assisted the accomplishment of that
wrongdoing, and was aware of his or her overall contribution to and furtherance of the
wrongdoing.

DAMAGES TO GALECTIN

67. Galectin has been, and will continue to be severely damaged and injured by

Defendants’ misconduct. Such harm includes, but is not limited to:

a. costs incurred in compensation and benefits paid to defendants that breached their
duties to the Company;

b. substantial loss of market capital;

c. costs already incurred defending against the pending securities class actions, and
potential liability therefrom; and

d. Galectin’s business, goodwill, and reputation with its business partners,
regulators, and shareholders have been gravely impaired.

68. The actions complained of herein have irreparably damaged Galectin’s corporate
image and goodwill. For at least the foreseeable future, Galectin will suffer from what is known
as the “liar’s discount,” a term applied to the stocks of companies who have been implicated in
illegal behavior and have misled the investing public, such that Galectin’s ability to raise equity

capital or debt on favorable terms in the future is now impaired.
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DERIVATIVE AND DEMAND FUTILITY ALLEGATIONS

69. Plaintiff brings this action derivatively in the right and for the benefit of Galectin
to redress injuries suffered, and to be suffered, by Galectin as a direct result of Defendants’
breaches of fiduciary duties and unjust enrichment, as well as the aiding and abetting thereof.
Galectin is named as a nominal defendant solely in a derivative capacity.

70. Plaintiff will adequately and fairly represent the interests of Galectin in enforcing
and prosecuting its rights and was a shareholder of Galectin common stock at the time of the
wrongdoing of which Plaintiff complains and has been continuously since.

71. Plaintiff did not make a pre-suit demand on the Board to pursue this action,
because such a demand would have been a futile and wasteful act.

72. At the time this action was commenced, the Board of Galectin consisted of the
following ten directors: Traber, Czirr, Martin, Amelio, Freeman, Greenberg, Mauldin, Prelack,
Pressler, and Rubin.

73.  The Defendants face a sufficiently substantial likelihood of liability for their
individual misconduct. Defendants, as directors throughout the Relevant Period, had a fiduciary
duty to ensure that the Company’s SEC filings, press releases, and other public statements and
presentations on behalf of the Company concerning its financial and business prospects were
accurate. Defendants understood that the obtaining of a patent or conducting or results of a Phase
1 study was no indication of the actual efficacy of the medicine to inhibit, retard or reverse the
progress of the disease it is designed to combat.

74. Given the allegation in the present Complaint that each Defendant was aware of
the Company’s utilization of the paid services stock promoters disseminating their positive
opinions of the Company off to the public as objective non-biased analysis, each Defendant faces

a sufficiently significant likelihood of liability in the present case so as to render the Director-
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Defendants non-impartial in rendering an opinion as to whether or not to file the present action on
behalf of the Company.

75. Facts that further increasing the significant possibility of liability in this case
include the facts that: Traber is personally accused of personally making one of the offending
press releases; Doctors Traber and Rubin are both medical experts with extensive knowledge and
experience in the biopharmaceutical field and Czirr has extensive knowledge and experience in
the biopharmaceutical field; these Defendants fully understood the gravity and precise nature and
significance of the misrepresentations that they permitted the Company to make on their watch.

76. Traber is an employee of the Company who derives substantially all of his income
from his employment with Galectin, making him, as acknowledged in the Company’s most recent
Proxy dated April 7, 2014, not independent. As such, Traber cannot independently consider any
demand to sue himself for breaching his fiduciary duties to Galectin, because that would expose
him to liability and threaten his livelihood.

77. Traber also cannot disinterestedly consider a demand to bring suit against himself
because Traber is a primary named defendant in the Securities Class Action which alleges that he
personally made many of the same misstatements described above in violation of the federal
securities laws. Thus, if Traber were to initiate suit in this action he would compromise his ability
to simultaneously defend himself in the Securities Class Action and would expose himself to
liability in this action. This he will not do.

78. Czirr is an executive officer of the Company who derives substantial income from
his employment with Galectin, making him, as acknowledged by the Company in its most recent
Proxy dated April 7, 2014, not independent. As such, Czirr cannot independently consider any
demand to sue himself for breaching his fiduciary duties to Galectin, because that would expose
him to liability and threaten his livelihood.
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79. Czirr also cannot disinterestedly consider a demand to bring suit against himself
because Czirr is a named defendant in the Securities Class Action which alleges that he made
many of the same misstatements described above in violation of the federal securities laws. Thus,
if Czirr were to initiate suit in this action he would compromise his ability to simultaneously
defend himself in the Securities Class Action and would expose himself to liability in this action.
This he will not do.

80. Demand is also excused because each of the Director Defendants are controlled by
Czirr and Martin, the Executive Chairman and Vice Chairman of the Board, respectively.

81.  As of the Company’s most recent Proxy dated April 7, 2014, Czirr and Martin
through their jointly controlled company the 10X Fund, L.P. and individually, owned over one
third of the Company’s common stock and 100% of the Company’s preferred stock.

82. In the process of taking over the Company in 2009 Czirr and Martin, through the
10X Fund, L.P., obtained all of the issued and outstanding shares of Galectin Series B preferred
stock and along with that, (1) the right to select two directors of the Company’s ten person Board
of Directors, and, (2) the right to nominate three directors. As such, Czirr and Martin through
their company 10X Fund, L.P., effectively decide on whom will occupy a majority of the Board’s
directorship positions and thereby control the Board.

83.  Due Czirr and Martin’s control of five of the ten directorships of the Board, and
the vast influence those five controlled directors have over nominations for the five remaining
directorships, their positions as co-founder and Executive Chairman and Vice Chairman of the
Board, and their huge common stock holders and associated voting rights, the eight other Director
Defendants are beholden to Czirr and Martin and as such, demand is futile.

84. If the Director Defendants were to bring a suit on behalf of Galectin to recover

damages sustained as a result of this misconduct, they would expose themselves to significant
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liability. This is something they will not do. For this reason demand 1s futile.

85. Galectin has been and will continue to be exposed to significant losses due to the
Individual Defendants’ wrongdoing. Yet, the Director Defendants have not filed any lawsuits
against themselves or others who were responsible for the wrongful conduct. Thus, the Director
Defendants are breaching their fiduciary duties to the Company and face a sufficiently substantial
likelihood of liability for their breaches, rendering any demand upon them futile.

86.  Plaintiff has not made any demand on shareholders of Galectin to institute this
action since such demand would be a futile and useless act because Galectin is a publicly traded
company with thousands of shareholders and making demand on such a number of
shareholders would be impossible for Plaintiff, who has no means of collecting the names,
addresses, or phone numbers of Galectin shareholders. Furthermore, making demand on all
shareholders would force Plaintiff to incur excessive expense and obstacles, assuming all
shareholders could even be individually identified with any degree of certainty.

COUNT 1
Breach Of Fiduciary Duties

87. Plaintiff incorporates by reference and realleges each and every allegation
contained above, as though fully set forth herein.

88. The Individual Defendants owed and owe Galectin fiduciary obligations. By
reason of their fiduciary relationships, the Individual Defendants owed and owe Galectin the
highest obligation of good faith, fair dealing, loyalty, due care, reasonable inquiry, oversight and
supervision.

89.  The Individual Defendants violated and breached their fiduciary duties of good
faith, fair dealing, loyalty, due care, reasonable inquiry, oversight and supervision.

90. The Individual Defendants each knowingly, recklessly or negligently approved

the issuance of false statements that misrepresented and failed to disclose material information
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concerning the Company. These actions could not have been a good faith exercise of prudent
business judgment to protect and promote the Company's corporate interests.

91.  As a direct and proximate result of the Individual Defendants’ failure to perform
their fiduciary obligations, Galectin has sustained significant damages. As a result of the
misconduct alleged herein, the Individual Defendants are liable to the Company.

92. Plaintiff, on behalf of Galectin, has no adequate remedy at law.

COUNT I
Against All Defendants For Unjust Enrichment

93. Plaintiff incorporates by reference and realleges each and every allegation
contained above, as though fully set forth herein.

94. By their wrongful acts and omissions, Defendants were unjustly enriched at the
expense of and to the detriment of Galectin.

95.  The Individual Defendants were unjustly enriched as a result of the compensation
they received while breaching their fiduciary duties owed to Galectin.

96. Plaintiff, as a shareholder and representative of Galectin, seeks restitution from
Defendants and seeks an order from this Court disgorging all profits, benefits, and other
compensation obtained by Defendants from their wrongful conduct and fiduciary breaches.

97. Plaintiff, on behalf of Galectin, has no adequate remedy at law.

COUNT 11I
Waste Of Corporate Assets

98. Plaintiff incorporates by reference and realleges each and every allegation
contained above, as though fully set forth herein.

99. The wrongful conduct alleged regarding the issuance of false and misleading
statements, was continuous, connected, and on-going throughout the Relevant Period. It resulted

in continuous, connected, and on-going harm to the Company.
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100. As a result of the misconduct described above, the Individual Defendants wasted
corporate assets by: (i) by paying excessive compensation, bonuses, and termination payments to
certain of its executive officers; (ii) awarding self-interested stock options to certain officers and
directors; and (iil) incurring potentially millions of dollars of legal liability and/or legal costs to
defend Defendants' unlawful actions.

101.  As aresult of the waste of corporate assets, the Individual Defendants are liable to
the Company.

102.  Plaintiff, on behalf of Galectin, has no adequate remedy at law.

PRAYER FOR RELIEF

WHEREFORE, Plaintiff demands judgment as follows:

A. Against all Defendants for the amount of damages sustained by the Company as a
result of Defendants’ breaches of fiduciary duties, aiding and abetting breaches of fiduciary
duties, unjust enrichment, and waste of corporate assets;

B. Directing Galectin to take all necessary actions to reform and improve its
corporate governance and internal procedures to comply with applicable laws and to protect
Galectin and its shareholders from a repeat of the damaging events described herein, including,
but not limited to, putting forward for shareholder vote resolutions for amendments to the
Company’s By-Laws or Articles of Incorporation and committee charters taking such other action
as may be necessary to place before sharcholders for a vote the following corporate governance
proposals or policies:

. a proposal to strengthen the Board’s supervision of operations and compliance
with applicable state and federal laws and regulations;

. a proposal to strengthen the Company’s internal reporting and financial disclosure
controls;
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C.

a proposal to develop and implement procedures for greater shareholder input into
the policies and guidelines of the Board;

a proposal to ensure the accuracy of the qualifications of Galectin directors,
executives and other employees;

a proposal to require an independent Chairman of the Board;

a provision to appropriately test and then strengthen the Company’s internal
operational control functions;

Awarding to Galectin restitution from the Individual Defendants, and each of

them, and ordering disgorgement of all profits, benefits, and other compensation obtained by the

Individual Defendants;

D.

Awarding to Plaintiff the costs and disbursements of the action, including

reasonable attorneys’ fees, accountants’ and experts’ fees, costs, and expenses; and

E:

Granting such other and further relief as the Court deems just and proper.

DATED thiscﬂ?’% of August, 2014.

LEE, HERNANDEZ, LANDRUM
& GAROFALO

By: ( ;/:’_:__ -
NATASHA X. LANDRUM, ESQ.
Nevada Bar No. 7414
DAVID S. DAVIS, ESQ.

Nevada Bar No. 11549
7575 Vegas Drive, Suite 150
Las Vegas, NV 89128
Attorneys for Plaintiff Kirsch

LIFSHITZ AND MILLER
Edward W. Miller

Joshua M. Lifshitz

821 Franklin Avenue, Suite 209
Garden City, New York
Telephone: (516) 493-9780
Facsimile: (516)280-7376
Attorneys for Plaintiff Kirsch
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LYSSA S. ANDERSON WZ‘- i*/se“m'*'

Nevada Bar No. 5781 CLERK OF THE COURT
KAEMPFER CROWELL

8345 West Sunset Road, Suite 250

Las Vegas, Nevada 89113

Telephone: (702) 792-7000

Fax: (702) 796-7181

landerson@kcnvlaw.com

Attorney for Defendants

DISTRICT COURT
CLARK COUNTY, NEVADA

MICHAEL KIRSCH, derivatively on behalf of
GALECTIN THERAPEUTICS, INC., Case No. A-14-706397-B

Plaintiff, Dept. No. XI
Vs.

PETER G. TRABER; JAMES C. CZIRR;

JACK W. CALLICUTT; GILBERT F. DEFENDANTS’ MOTION TO STAY THE
AMELIO; KEVIN D. FREEMAN; ARTHUR CASE IN DEFERENCE TO PRIOR-
R. GREENBERG; ROD D. MARTIN; JOHN FILED PARALLEL DERIVATIVE
F. MAULDIN; STEVEN PRELACK; LITIGATION AND SUPPORTING
HERMAN PAUL PRESSLER, III; and DR. MEMORANDUM OF LAW
MARC RUBIN,

Detendants,
-and-

GALECTIN THERAPEUTICS, INC,, a
Nevada Corporation,

Nominal Defendant.

COME NOW Defendants Peter G. Traber, James C. Czirr, Jack W. Callicutt, Gilbert F.
Amelio, Kevin D. Freeman, Arthur R. Greenberg, Rod. D. Martin, John F. Mauldin, Steven
Prelack, Herman Paul Pressler, III, and Dr. Marc Rubin (the “Individual Defendants™) and
Nominal Defendant Galectin Therapeutics, Inc. (“Galectin” or the “Company™) by and through
their undersigned attorney, and hereby submit their Motion to Stay the Case in Deference to
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Prior-Filed Parallel Derivative Litigation.

As set forth in the accompanying memorandum of law filed in support of the motion, the
requested stay is warranted to promote the efficient and just adjudication of the claims and
conserve the resources of this Court and the parties, including those of Galectin Therapeutics,
Inc. (“Galectin” or the “Company”), the real party in interest. The claims Nominal Plaintiff
seeks to allege on Galectin’s behalf and for its benefit are identical to parallel claims alleged in
in prior-filed derivative actions presently pending before Judge Robert C. Jones in the United
States District Court for the District of Nevada. These derivative claims should be litigated in
one court, in order to conserve the parties’ and judicial resources and avoid the risk of possible
inconsistent judgments. Further, because a prior-filed putative class action lawsuit alleging
claims arising from and based on the same events as the derivative cases 1s also pending in the
federal district court, the most practical and efficient course is for this case to be stayed in
deference to the substantively identical federal court derivative cases. Finally, the requested stay
will not prejudice Nominal Plaintiff, because the same claims he seeks to assert on Galectin’s
behalf will be pursued in the parallel derivative cases to which this Court’s deference is sought.

Therefore, and as set forth in the accompanying memorandum of law filed in support of
the motion, the requested stay should be granted.

Respectfully submitted this 17 day of November, 2014.

KAEMPFER CROWELL

s/ Lyssa S. Anderson

LYSSA S. ANDERSON

Nevada Bar No. 5781

8345 West Sunset Road, Suite 250
Las Vegas, Nevada 89113

Tel:  (702) 792-7000

Fax: (702) 796-7181
landerson@kcnvlaw.com

Attorney for Defendants
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NOTICE OF MOTION

TO ALL PARTIES AND THEIR COUNSEL OF RECORD:

PLEASE TAKE NOTICE that the undersigned will bring the above and foregoing

Motion to Stay on for hearing in Department X1, on the 19day of Decenber , 2014 at the
?n (?hgnﬂ e P o

ers

hour of , or as soon thereafter as counsel may be heard.

DATED this 17" day of November, 2014.

1546783

KAEMPFER CROWELL

s/ Lyssa S. Anderson

LYSSA S. ANDERSON

Nevada Bar No. 5781

8345 West Sunset Road, Suite 250
Las Vegas, Nevada 89113

Tel:  (702) 792-7000

Fax: (702) 796-7181
landerson@kcnvlaw.com

Attorney for Defendants
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MEMORANDUM OF LAW IN SUPPORT OF
DEFENDANTS’ MOTION TO STAY THE CASE IN
DEFERENCE TO PRIOR-FILED PARALLEL DERIVATIVE LITIGATION

Defendants Peter G. Traber, James C. Czirr, Jack W. Callicutt, Gilbert F. Amelio, Kevin
D. Freeman, Arthur R. Greenberg, Rod. D. Martin, John F. Mauldin, Steven Prelack, Herman
Paul Pressler, III, and Dr. Marc Rubin (the “Individual Defendants™) and Nominal Defendant
Galectin Therapeutics, Inc. (“Galectin” or the “Company”) (collectively, the Individual
Defendants and Galectin are referred to herein as “Defendants™) file this memorandum of law in
support of their motion to stay the case. As set forth below, Defendants respectfully request that
this case be stayed in deference to parallel, earlier-filed derivative litigation pending in the
United States District Court for the District of Nevada alleging substantially identical derivative
claims against the same Defendants named in this case. As set forth herein, a stay is warranted
to (i) promote the efficient and just adjudication of the claims, (ii) conserve the resources of the
Court and the parties, (iii) avoid the risk of possible inconsistent judgments, and (iv) because the
requested stay will not prejudice any party.
L. INTRODUCTION

Nominal Plaintiff Michael Kirsch (“Plaintiff”) has filed the last of three putative
shareholder derivative complaints asserting substantially identical claims on behalf of Galectin
against certain of the Company’s directors and/or officers. Generally, the three derivative
complaints allege that the Individual Defendants (i) breached their fiduciary duties by causing or
permitting the Company to make allegedly false or misleading statements in press releases, SEC
filings, and other public statements; (ii) wasted corporate assets; and (iii) were unjustly enriched.
The three derivative actions assert claims that are substantively identical against the same

Defendants, and arising out of the same alleged events spanning the same period of time.
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Moreover, the three parallel actions seek substantially the same relief, not on behalf of the
individual nominal plaintiffs, but instead on behalf of Galectin as the real party in interest.

The two earlier-filed actions have been consolidated and are pending before Judge Robert
C. Jones in the United States District Court for the District of Nevada. All three derivative
actions arise out of and are based on the same alleged events and circumstances as a prior-filed
consolidated putative class action also pending in the federal district court alleging related claims
under the federal securities laws. The securities action challenges the same allegedly false and
misleading public statements as the derivative cases and asserts claims against several of the
same individuals named as defendants in the derivative cases.

Defendants request that this case be stayed in deference to the parallel, earlier-filed
consolidated derivative actions pending in federal court. To permit substantively identical
derivative claims to proceed simultaneously in both this Court and the federal court would result
in unnecessary waste of resources for the courts and the parties and would create an unneeded
risk of inconsistent adjudication of the claims. The most practical and efficient approach would
be to allow the derivative claims to proceed before the court that is also responsible for the
related securities action and for this competing derivative action to be stayed while the federal
actions proceed. This approach Wduld optimize use of judicial resources, since only one court
would need to familiarize itself with the facts and events underlying ecach of the related
derivative and securities litigation matters. It would also conserve the resources of the parties,
including Galectin, in whose name and for whose benefit the derivative litigation is purportedly
brought. The requested stay would also avoid the risk of inconsistent judgments that would exist
if the same derivative claims were litigated concurrently in two courts.

In addition, staying this case in deference to the consolidated federal derivative action

would not prejudice Plaintiff. The derivative actions are brought in the right and for the benefit
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