(702) 880-9750

LEE, HERNANDEZ, LANDRUM & GAROFALO
7575 VEGAS DRIVE, SUITE 150
LAS VEGAS, NV 89128

S i B W o

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

110.  On February 6, 2014, Mauldin Economics published an article titled:

What Does the IND Phase 1B Trial for Galectin
Therapeutics Really Mean?

February 6, 2014

By Patrick Cox

...New oncology drugs coming on to the market in the next several years will

transform cancer into a minor and treatable disease, meaning that the

company would share revenues in an increasingly crowded market.

Fibrotic diseases, however, have no effective therapies. This includes fatty-

liver disease, kidney disease, and pulmonary fibrosis, among many others.

So Galectin Therapeutics stands to dominate this new and incredibly

lucrative field. For example, in terms of revenues, fatty-liver disease is

smaller than cancer, but Galectin Therapeutics’ lion share of the profits

would be historic.

111.  In the relentless false and misleading “good news” promotion, even the fact that the
Company would be making an announcement in the coming week was converted into a newsworthy
item with significant positive implications for the Company. On March 25, 2014, the Company
issued a press release entitled “Galectin Therapeutics to Announce Results From First Cohort of
Phase 1 Clinical Trial in Fatty Liver Discase,” announcing that 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 on March 31, 2014.” The press relcase also misleadingly suggested that
data from the first cohort of the Phase 1 safety study could be an indication of big things. As
detailed below, such data is by definition not significantly indicative of the efficacy of a drug.

112. Emerging Growth followed up the Company’s announcement of the coming
announcement with one of their own, in an Accesswire “article” written by Fred Zucker entitled,
“Leading Companics Being Defined in the Hunt for a NASH Treatment,” again breathlessly touting

Galectin and its prospects. The “article” stated, in pertinent part:

The race to develop a treatment for Non-Alcoholic Steatohepatitis (NASH) 1s getting
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title stating, “First Cohort Results in Galectin Therapeutics’ Phase 1 Trial Reveal Biomarker
Evidence of Therapeutic Effect on Fibrosis and Inflammation in NASH with Advanced Fibrosis.”
As suggested by the title, in the press release the Company overstated and misstated the results of
the initial stage of the safety study as an indication of drug efficacy, leading investors to believe

that the early test results foreshadowed great things for the treatment of NASH with GR-MD-02.

a lot of airtime lately, pointing to the severity of the disease, poor prognosis and
desperate need for a treatment. The space has only a handful of competitors, with
most seeing rising valuations due to the tremendous peak sales that analysts are
projecting for products that make it to market. ..

These facts make Galectin Therapeutics particularly attractive as early research
shows its lead drug candidate GR-MD-02 to actually reverse fibrotic damage.
Although the company may trail Intercept and Galmed in stage of human trials at
this point, Galectin is only a clinical data set away from a potential leap forward
with GR-MD-02...Galectin 1s in a Phase 1 trial of GR-MD-02, a complex
carbohydrate drug that targets and inhibits galectin-3, a key protein in the
pathogenesis of fatty liver disease. A critical difference in the trial protocol is that
Galectin is treating patients with NASH and advanced fibrosis, rather than earlier
stages of the disease as other biotechs are. Moreover, in animal models, GR-MD-02
was shown to not only stop liver scarring from worsening; it showed the damage to
start to be repaired.

Shares of GALT got a brief bump on Tuesday when the company announced that it
will be reporting results from the eight patients in the first cohort in the Phase 1 trial
on Monday, March 31,

113. On March 31, 2014, the Company issued a press release with a false and misleading

The press release also read 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 discase with advanced fibrosis...Fatty liver discase, 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.

114. The Company’s March 31, 2014 press release was also false and misleading because

38

Available at  http://www.marketwatch.com/story/leading-companies-being-defined-in-the-hunt-for-a-nash-

treatment-2014-03-27.
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the initial “first cohort™ stage of the Phase 1 safety study (to confirm that the proposed drug does
no harm to patients) involved just eight subjects, two of whom were given placebos and six GR-
MD-02, and therefore had no meaningful statistical significance for anything other than its initial
indication that the drug did not cause significant harm to patients (which would not be a surprise
given that GR-MD-02 1s a fruit pectin based compound).

115. As the Company would have to admit when it went into damage control mode on
July 29, 2014 after the second cohort in the Phase 1 study indicated that there was no statistically
significant change 1n biomarkers: (1) a phase 1 study is “not designed to demonstrate cfficacy of a
drug;” and, (2) “in the case of NASH there are no biomarkers that have been shown to change with
a short-term treatment.” The Company’s July 29, 2014 press release read in part,

The primary endpoints for the phase 1 trial have always been safety and

pharmacokinetics and have been successfully met for each cohort completed...This

phase 1 clinical trial, and in fact all phase 1 clinical trials, are not designed to

demonstrate efficacy of a drug. Phase 2 clinical trials are designed to evaluate

efficacy of a drug, and our phase 2 clinical trial(s) will follow the completion of this

phase 1 trial. Having said this, often a number of exploratory biomarkers are

included to determine whether there is some evidence of effect. Exploratory means

that there is some scientific evidence that they may provide useful information, but

they have not been studied sufficiently to be used as definitive evidence of disease

treatment. In fact, in the case of NASH with advanced fibrosis there are no
biomarkers that have been shown to change with a short-term treatment.

Form 8-K, Exhibit 99.1, at 13-14, filed on July 29, 2014.
116. Once again, Mauldin - promoting a “presentation” provided by the Company -
outdid and intensified the Company and Emerging Growth’s false and misleading statements, this

time 1n an April 3, 2014, Mauldin Economics’ Transformational Technology article titled:

Two World-Changing Presentations You Must
Watch

By Patrick Cox

April 3, 2014
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Dear TransTech Reader,

Forgive me for sounding a bit like a school teacher, but you absolutely must
watch the two corporate presentations that I'm going to talk about today.
There will be a quiz.

We have seen, in the space of a single week, information made public that
will have profound and measurable impacts on the health and demographics
of our species. Both of these technologies are so outside the norm, almost
nothing that you know about typical drug candidates applies—unless you go
back to the introduction of penicillin or vaccinations.

| understand, by the way, that this sounds over the top. It's not, though, and
| would do you a disservice if | were to pretend to be less excited than | am.
Essentially, we have seen the first human data from Galectin Therapeutics
(GALT) and it is spectacular. Also, we've been given more insight into the
cellular and molecular mechanism of action of Star Scientific's anatabine
citrate than ever before....

Galectin Therapeutics Phase 1 Safety Trial Shows Dramatic Effects in
Liver Disease

First of all, you need to watch the entire presentation, which was given by
Galectin Therapeutics CEO and CMO Dr. Peter Traber. Traber, as you
know, is president emeritus and ex-CEO of Baylor College of Medicine. He
was also senior vice president of clinical development and medical affairs
and chief medical officer of GlaxoSmithKline.

This is the link for the PDF that is used in the presentation. Everything you
need to know is there but it's good to have Traber clarifying the charts. As of
Nnow, you can access the recorded presentation by clicking on the link on the
company’s main page.

The link is in the center “Highlights” section and is titled, "View Galectin
Therapeutics’ webcast discussing first cohort results of Phase 1 clinical trial
of GR-MD-02 in NASH.” Click on it, register, and stream the presentation.
Years from now, you can tell your grandkids that you were watching when
fibrosis, a condition that prematurely killed a huge percentage of the
population, was made a minor and treatable problem.

If that weren’t enough, the company’s cancer trials are set to start at any
time. By the time this alert shows up in your inbox, they may be under way.
The scope of this platform, which blocks galectin-3s, is vast.

Just as | predicted that the data released in the presentation would be
positive, I'm predicting that the cancer trials will also prove more than
successful.
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As Traber says several times in the presentation, the results in the first cohort
of eight patients were better than he expected. | won't go into great detail
about them because the presentation covers the data so completely, but |
will say this: At a dose about one quarter of that which is optimal in animals,
this phase one safety study showed improvement in the first cohort that
would justify releasing the drug even at suboptimal doses.

Markers of inflammation and fibrosis in the six patients suffering fatty liver
disease improved across the board. More importantly, the two patients
suffering from the most advanced form of NASH, with associated liver cell
death due to fibrosis and inflammation, showed significant reductions in the
markers that indicate apoptosis or cell death. This, in one hyphenated word,
IS world-changing.

It means that the drug, even at low doses that proved safe in this study,
reduced the markers of disease progression in earlier stages of the disease.
In advanced patients, we saw indications that cellular damage was
significantly ameliorated. This means the drug is disease-modifying. It didn’t
only prevent worsening. It improved the patients’ condition.

Remember, this short test was at about one quarter of the dose shown
optimal in animals. The only thing the company had to prove to move forward
was that the compound was not unsafe, and they’'ve done that and more.
The second cohort can therefore be given higher doses, and | fully expect
that efficacy will improve. It will also expand the sample size and strengthen
the statistical confidence level of total data.

Almost nobody expected this kind of result. Behind the scenes, I've heard
that the big companies that had signed NDAs with Galectin Therapeutics
were not anticipating signs of efficacy at all. They've got to be seriously
reassessing right now.

Fortunately for investors who want to increase holding, the stock has not
responded to this information. This isn’t surprising because this is new and
complicated science. Also, there's been a concerted effort by the usual
suspects to scare traders off this company. | don’t know their motives but
this act can’t go on much longer, at least not with any level of credibility.

117.  Emerging Growth was next in line in the coordinated campaign’s drum beat of good
news with yet another press release through Accesswire on April 8, 2014, again exaggerating and

misstating the meaning of the initial safety study results. Written by Fred Zucker, entitled

3316

“Treatments for Non-Alcoholic Steatohepatitis Making Clinical Strides,” ™ the article read in part:

[ 117
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...Last Monday, Galectin released information from the first cohort in a phase 1
clinical trial, presenting a substantial compilation of clinical data that deserves a
closer look.

The trial looked at certain hallmarks of any clinical trial, such as safety and
pharmacokinetics, as well as dialing-in the effect of GR-MD-02 by examining a
broad spectrum of serum biomarkers of NASH, including composite biomarkers of
fibrosis, inflammatory cytokines and ALT levels as a proxy of apoptosis.
Galectin’s approach covered the gamut of pathological processes of NAFLD by
studying biomarkers pertaining specifically to NASH as well as biomarkers specific
to fibrosis and cirrhosis. This analysis provides a wider breadth of knowledge about
GR-MD-02, as these stages of liver disease don’t always have congruous details.
This is an important aspect of the trial, providing wide-ranging data on the
effects in the current study and helping to delineate future research.

Results from the FibroTest, an indirect biomarker of fibrosis, showed a significant
reduction in scores, which suggests fibrosis regression in patients treated with
GR-MD-02...

The study also looked at Hyaluronic Acid (HA) levels, which are known to
be elevated in liver fibrosis. In 3 of the 6 patients treated with GR-MD-02,
HA levels decreased, essentially consistent with pre-clinical data.

So What Does This All Mean?

The data suggests that Galectin was pretty much right on target with the
assessment of GR-MD-02 before the clinical trial began.. As Dr. Peter Traber,
CEO and President of Galectin, said in a conference call discussing the clinical
data, the company is pleased to see “consistent changes in fibrosis markers and
inflammatory markers after four infusions of [GR-MD-02]."*°. ..

118.  On the heels of the Emerging Growth article, the April 2014 Transformational

Technology, Mauldin Economics once again urged investors to buy Galectin stock:

Delivering Superior Profits Through Superior
Delivery Technology

By Patrick Cox

April 2014 | Issue 1.08
From the Analysts

3 Available at http://www.marketwatch.com/story/treatments-for-non-alcoholic-steatohepatitis-making-clinical -
strides-2014-04-08.
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Galectin Therapeutics Inc.

The company announced the results for the first cohort of patients in its
Phase 1 clinical trial of GR-MD-02 for fatty liver disease with advanced
fibrosis. The trials showed evidence of a therapeutic effect on fibrosis,
inflammation, and cellular injury. This is a very positive development for the
company and should be corroborated by further reports. The second cohort
begins enrollment this month; we’ll continue to follow developments as they
come to our attention.

Continue to hold your position.

New subscribers: Buy 25% of your NASDAQ:GALT position at the market

119.  On May 13, 2014, Emerging Growth disseminated an article through Accesswire
and written by Zucker entitled “Wall Street In and Out of Love with NASH Drug Developers.”
120. Again riding the wave of false and misleading self-manufactured “good news”

promoted by the Company in the proceeding weeks, in May 2014, Mauldin Economics published

yet another article urging investors to buy Galectin stock:

The Body’s Own Antibiotic Acid Could Lower
Medical Costs and Generate Huge Profits

By Patrick Cox

May 2014 | Issue 1.09
Galectin Therapeutics

Like many of our holdings, Galectin reported their financial results this
month, showing a $5.4 million loss for the quarter. However, don’t let that
figure discourage you, as current funding—the most important metric for a
young biotech—is sufficient through 2015.

The company also revealed positive results for the first cohort of GR-MD-
02’s Phase 1 clinical trials. The full results of this study will be published near
the end of July, and we expect positive results, which should do wonders for
GALT’s share price.

Continue to hold your position.

New subscribers: Buy 25% of your NASDAQ:GALT position at the market.
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121.  The June 2014 issue of Transformational Technology mimicked the Company’s
tactic of presenting a patent grant as if it were a validation of the efficacy of the product, with
Transformational Technology “‘analysts’ advising readers to buy on the news: “New subscribers:
Buy 25% of your NASDAQ:GALT position at the market.” Transformational Technology, June
2014.

122,  Galectin’s false and misleading stock promotion campaign continued into the
summer of 2014. On July 24, 2014, Emerging Growth posted on SECfilings.com, an article
exclusively about Galectin. The article contained no indication that it was a paid advertisement and
showed only that its author 1s “Fred Zucker.” Only those readers inquisitive enough to notice the
small print “disclaimer” hyperlink on the bottom of the page, and connect to the hyperlink and read
it, discovered that the article by Fred Zucker was no more than a paid advertisement:

Fat 1s 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 discase.”

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

46 APP000334




(702) 880-9750

LEE, HERNANDEZ, LANDRUM & GAROFALO
7575 VEGAS DRIVE, SUITE 150
LAS VEGAS, NV 89128

S i B W o

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

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
awarcness 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.

Fred Zucker, Galectin, Intercept, Others Vying for Lead Drugs in NASH Epidemic, TDM

Financial Property (July 24, 2014), available at http://secfilings.com/News.aspx?title=

galectin,_intercept, _others _vying_for_lead_drugs_in_nash_epidemic&naid=804.

123. Immediately after the above described Emerging Growth posting on its website
promising big profits for investors in Galectin, the Company issued a press release announcing a

conference call on July 25, 2014 to provide updated results from its Phase 1 NASH study, followed

by Defendant Mauldin who released the following article on the same day.
124, On June 25, 2014, Mauldin Economics published an article titled:

Galectin Therapeutics Announces Preclinical
Oral Efficacy

By Patrick Cox

June 25, 2014

Dear TransTech Reader,

You should get the monthly edition with our new recommendation shortly, so
| wasn’t going to write a general letter this week. Important news, however,
dictates that | send you this short update about Galectin Therapeutics
(NASDAQ:GALT)...

As the headline above says, Galectin Therapeutics (NASDAQ:GALT) has

announced that their drug candidate, GR-MD-02, has been delivered
successfully in oral form to animals. Not only was there direct evidence that
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the drug had crossed into the bloodstream, it reversed fatty liver disease in
diabetic mice. We know enough about the digestive systems of mice and
men to predict that oral delivery for humans is nearly assured.

Why is this a big deal? Let's walk through this.

First of all, we saw significant reductions in the markers of inflammation and
fibrosis in the first cohort of patients enrolled in the GR-MD-02 Phase 1
safety trial. This was surprising only because the dose was purposely low to
check for any toxicities or side effect. The fact that the drug showed real
benefit at such low doses is amazing.

Actually, however, the really amazing thing is that it clearly knocked down all
the markers of fatty liver disease. This has never been seen before, and it is
historic.

As you know, this company's simple plant sugars reverse fibrosis, which is
similar to the formation of scar tissues. Fibrosis is associated with a wide
range of diseases, including arthritis, sclerosis of the liver, pulmonary
fibrosis, and even the wrinkling of the skin. Almost half of all organ failures
involve fibrosis, so the market for an effective anti-fibrotic is vast.

Even administered via needle, | believe Galectin Therapeutics' anti-fibrotic
drugs would achieve blockbuster status. Nevertheless, an oral form would
substantially expand the market for the drug, for a variety of reasons.

One is simple convenience. Doctors are more likely to prescribe a
medication that can be taken in pill form than via needle. There is a
significant number of people who resist injections, even if they mean
healthier and longer life...

Oral delivery is also cheaper for patients, because they don't need to pay for
a health care professional's time to get dosed. Cost, as we know, affects
usage rates. Despite rhetoric about free medical care, it will never happen.
Copayments are a reality, and even the out-of-pocket costs of repetitive trips
to a clinic or doctor's office will reduce usage rates...

As soon as it is available, however, we will see informed doctors and patients
taking advantage of an oral fibrosis therapy for life extension purposes. |
would personally take the drug for that reason, but | actually have another
excuse.

I've been diagnosed with Dupuytren's contracture. Sometimes called Viking
or Celtic disease, it is a fibrotic thickening of the palmar fascia that interferes
with the movement of the tendons in the hand. In most cases, including mine,
it limits motion in the ring finger of one hand. It can be ameliorated with
aggressive stretching to break the fascia. Still, it would be nice to reverse the
fibrosis in my hand with pills, because it would simultaneously reduce age-
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related fibrosis elsewhere...

We can imagine that a periodic regimen of these galectin-blocking plant

sugars would also act to prevent cancers from developing. I'm trying now to

set up an interview with some of the scientists involved in those trials.

Incidentally, in case it's not obvious, I'm not saying that you should invest

equal amounts in all the companies in the portfolio. Card counters win at

blackjack not by changing the way they play any particular hand, but by

altering how much they bet, based on the odds of success. Given everything

I've told you about this company, | consider the odds of winning with Galectin

Therapeutics very good indeed...

125. Mauldin’s article falsely stated that it was a fact that GR-MD-02 had efficacy in
treating NASH (“The fact that the drug showed real benefit...”). Freely mixing a bit of fact and a
bit of fiction, Mauldin inevitably reached histrionic, but for his followers persuasive, conclusion:
“Actually, however, the really amazing thing is that it clearly knocked down all the markers of fatty
liver disease. This has never been seen before, and it is historic.” As always, the article failed to
disclose that Transformative Technology was published by a director of Galectin with significant
holdings therein,

126. Following these releases, Galectin’s stock price shot upwards from $13.72 per share
to $15.32 per share.

127.  During this entire period, Defendants were fully aware that the obtaining of a patent
or conducting or results of the first cohort 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 little relationship to any actual true news about its product.

128. 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.

129. Throughout the relevant period, Defendants knew that the sole source of positive
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feedback about the Company’s prospects came from paid stock promoters and an interested party
who disseminated positive, but mislcading reports about Galectin’s prospects.

130. As a result of the Defendants’ false and misleading statements and omissions,
Galectin shares traded at artificially inflated prices during the relevant period.

The Company and Emerging Growth Commenced the False And Misleading Stock
Promotion Campaign in July 2013

131. The Company’s false and misleading promotion campaign with Emerging Growth
began in the summer of 2013. On July 17, 2013, Emerging Growth published a Galectin paid-for
article containing false and misleading statements on SeekingAlpha.com and other financial news
websites including the false and misleading statement, “but a paltry $75 million market
capitalization indicates the company is undervalued compared to peers in the space.”*

132.  There was no disclosure in the body of the July 17, 2013 article that Galectin paid
for the article. Beneath the article the unnamed author disclosed, “I have no positions 1n any stocks
mentioned, and no plans to mitiate any positions within the next 72 hours.” Though a reader could
read an “additional disclosure” and hyperlink to another webpage disclosing that Galectin had paid
for the article, the average reader was left with the impression that the article was impartial third
party analysis.

133. The Company falsely and misleadingly presented its commencement of a first cohort
of a Phase 1 safety study into big news with CEO Defendant Traber declaring that the first patient
to try GR-MD-02 to see if the Pectin would harm him or her, was a “critical milestone in Galectin’s

development program, taking [the Company] one step closer to bringing a first-in-class treatment

to the millions of Americans suffering from this silent epidemic.” In a Galectin paid-for article,

40 Hepatitis C Important, But Investors Should Be Focusing On Fatty Liver Disease and Galectin, Seeking Alpha, (Mar.
19, 2015), available at http://seekingalpha.com/instablog/10572281-secfilings-com/2043102-hepatitis-c-important-
but-investors-should-be-focusing-on-fatty-liver-disease-and-galectin.
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Emerging Growth reported Traber’s comments in a July 25, 2013 article it published on its
SECFilings.com webpage, repeating and amplifying Defendant Traber’s pronouncement.*!

134.  During July 2013, Galectin stock increased by $1.54 per share, or 25%, rising from
$4.41 per share on July 1, 2013 to close at $5.95 per share on July 31, 2013.

135.  With Galectin starting from the beginning with a new Phase 1 Study of a new lead
drug candidate, and discontinuing testing after a ten year failure with its first lead drug candidate,
the Company knew that the rise in the price of Galectin stock price was due to its deceptive
promotion campaign. Nonetheless, on August 14, 2013 the Company paid Emerging Growth to
report that the dramatic stock price rise reflected dramatic “pipeline developments™ at Galectin:
“Shares of Galectin have been steadily rising in 2013, advancing about 240 percent, upon
pipeline developments as the drug maker emerges as a leader in fibrosis and cancer therapies.”
In fact, there was never any actual clinical study related indication that GR-MD-02 helped heal
fibrosis as the Company would eventually have to disclose on July 29, 2014. Form 8-K, Exhibit
99.1, at 13-14, filed on July 29, 2014,

136. On October 14, 2013, Emerging Growth again falsely and misleadingly informed
readers that the rise in Galectin stock price reflected actual developments and discoveries at the
Company in an article titled, “Galectin Stands Out in 2013 with Liver Fibrosis Drug,” stating in
part, “The surge in Galectin’s valuation seems simply a product of corporate advancemenis as
the company establishes ifself as a leader in pioneering treabments {or fibrosis, especially Hver
3942

fibrosis that results from fatty liver disease.

[ 717

41 Justin Kuepper, Galectin Therapeutics (GALT) Doses First Patients with Fatty Liver Discase, TDM Financial
Property (July 25, 2013), available at http://secfilings.com/News.aspx ?title=galectin_therapeutics_(galt)_doses_
first_ patients_with_fatty_liver_disease&naid=480.

42 Qalectin Stands Out in 2013 with Liver Fibrosis Drug, Accesswire (Mar. 19, 2015), available at
http://www.marketwatch.com/story/galectin-stands-out-in-2013-with-liver-fibrosis-drug-2013-10-14.

51 APP000339




(702) 880-9750

LEE, HERNANDEZ, LANDRUM & GAROFALO
7575 VEGAS DRIVE, SUITE 150
LAS VEGAS, NV 89128

S i B W o

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

C. Defendants Czirr, Martin, and Prelack Capitalize on the False and Misleading
Stock Promotion Campaign

137. Throughout the false and misleading promotional campaign Defendants Czirr and
Martin (through the 10X Fund) and Prelack took advantage of the artificially inflated stock price
by dumping shares and causing entities controlled by them to sell shares.

138. At the peak of the success of the Emerging Growth 2013 false and misleading
promotion, on October 7, 2013, with the price of Galectin stock more than double its pre-promotion
campaign value, Defendants Czirr and Martin caused the 10X Fund to sell 100,000 shares of its
Galectin stock at artificially inflated prices of $11.79 per share, reaping proceeds of $1.179 million;
and on October 8, 2013, sold an additional 12,000 shares of its Galectin stock at artificially inflated
prices of $12.36 per share, reaping proceeds of $148,320.

139. When the false and misleading promotional campaign shifted into high gear with
the entry of Defendant Mauldin’s mouthpicce Transformative Technology and Patrick Cox in
November, 2013, Galectin’s stock price hovered around $8.00.

140.  Asdescribed above, through the intense coordinated campaign of deception led by
Mauldin, working into a fever pitch in the first two weeks of January, 2014, Galectin stock was
driven up to an artificial high, nearly doubling in price to $15.10 per share on heavy volume.

141. With the January 15, 2014 announcement of the discontinuation of testing on the
Company’s 10 ycar-long lead drug candidate GM-CT-01 just days away, the 10X Fund Defendants
on January 10 and 13, 2014, sold 42,000 shares of its Galectin stock at $16 per share and 58,000
shares at $14 per share, reaping proceeds of $672,000 and $812,000, respectively.

142. By January 10, 2014, through the at-the-market financing vehicle (the “ATM

Offering”), the Company sold a total of 2,391,204 shares of common stock for gross proceeds

of $23,883,137.

143.  With the success of the January 2014 promotional campaign coming to a close and
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the price of Galectin stock beginning to fall again, Defendant Prelack took advantage of the
artificially inflated price by dumping 17,772 shares of Galectin at $13.71 per share on January 31,
2014, cashing out proceeds of $242,968.

THE TRUTH EMERGES

144.  On July 29, 2014, Galectin announced the results of the second cohort of its Phase
1 study of GR-MD-02. The Company had to admit that the “Enhanced Liver Fibrosis” score (“ELF
score” herein) - “which according to the Company is the single “direct biomarker of fibrosis” - for
both cohorts of the Phase 1 study were, “not statistically significant.” Form 8-K, Exhibit 99.1, at
12, 13, filed on July 29, 2014.

145. Regarding the “indirect” biomarkers of fibrosis, the results at the conclusion of the
second cohort stage were described by the Company on July 29, 2014 as, “may not be a very good
marker,” “ALT levels [which] arec known not to corrclate with degree of fibrosis or activity of
NASH,” and, “more experience is needed with this method in longitudinal studies.” Form §-K,
Exhibit 99.1, at 17, 19, 21, filed on July 29, 2014,

146.  Asits stock plummeted, in an effort to mitigate the disappointing results of the Phase
2 study up to that point, the Company discounted the meaning of biomarker results altogether and
declared the Phase 2 study “had been successfully met for each cohort completed,” since the drug
had not caused harm to any of the subjects in the safety test. In a July 30, 2014 press release the
Company stated that, a Phase 1 study 1s “not designed to demonstrate efficacy of a drug,” and, “in
the case of NASH with advanced fibrosis there are no biomarkers that have been shown to change
with a short-term treatment.” The Company’s July 29, 2014 press release read in part,

The primary endpoints for the phase 1 trial have always been safety and

pharmacokinetics and have been successfully met for each cohort completed. .. This

phase 1 clinical trial, and in fact all phase 1 clinical trials, are not designed to

demonstrate efficacy of a drug. Phase 2 clinical trials are designed to evaluate

efficacy of a drug, and our phase 2 clinical trial(s) will follow the completion of
this phase 1 trial. Having said this, often a number of exploratory biomarkers are

53 APP000341




(702) 880-9750

LEE, HERNANDEZ, LANDRUM & GAROFALO
7575 VEGAS DRIVE, SUITE 150
LAS VEGAS, NV 89128

S i B W o

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

included to determine whether there is some evidence of effect. Exploratory means
that there is some scientific evidence that they may provide useful information, but
they have not been studied sufficiently to be used as definitive evidence of disease
treatment. In fact, in the case of NASH with advanced fibrosis there are no
biomarkers that have been shown to change with a short-term treatment.

Form 8-K, Exhibit 99.1, at 13-14, filed on July 29, 2014.

147. On July 28, 2014, Bleecker Street Research published an article on
SeekingAlpha.com claiming Galectin “has strong tics to stock promoters” and was cngaged in a

misleading brand awareness campaign aimed at boosting its stock price. The July 28, 2014, article

included the following:
Another Penny Stock Promoter Has Been Involved

Having connections to one stock promoter is bad enough, but GALT has ties to
another stock promoter. This time the stock promoter is Patrick Cox, who also
promoted PVCT right before the stock plunged 90%. Patrick Cox has promoted
numerous biotechs, here is an interview in which he touts several biotechs including
GALT. As BuyersStrike points out, Patrick Cox has colorful background. This is
Patrick Cox. This is Patrick Cox calling GALT a company that will "change the
world. ..

Galectin Therapeutics: Why This Penny Stock Dressed Up by Stock Promoters is a
Short, Seeking Alpha (July 28, 2014), available at
http://seekingalpha.com/article/2347785-galectin-therapeutics-why-this-penny-
stock-dressed-up-by-stock-promoters-is-a-short.

148. The “As BuyersStrike points out” hyperlink embedded in the above SeekingAlpha

article connected readers to the following BuyersStrike article:

The shameless, moronic, Patrick Cox
— (STSI)

Act quickly, before this amazing web page (see it here) presented by moron stock
tout Patrick Cox (see an awesome pic of Patrick here) is changed, and before the
“deal” he 18 offering expires.

The web page is a breathless, and shameless, tout piece on Star Scientific (STSI),
and offers a deal that expires on November 31, 2012. Pity November only has 30
days. Of course, that speaks to the level of due diligence performed by the likes of
Mr. Cox. Here 1s the misdated “offer”:
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November 31: Publisher’s Expiration Notice: At precisely midnight, November
31 your only chance to learn how to slow down your body’s aging — potentially
adding up to 20 healthy years to your life, and those of your loved ones — and also
receive an immediate and guaranteed payment of $1,200 — will permanently expire.
No extensions, no exceptions will be granted, so please... consider the opportunity
I’'m offering you below carefully, and quickly.

Thank you.

Star has been attempting to sell a dietary supplement, to little success, for quite
some time. It has been extensively debunked by Adam Feuerstein (here, here, and
here). But Patrick ignores all of that, and comes up with his own, incredibly warped,
take on reality:

This is the opportunity I’'m presenting to you today.
An opportunity to hit the mother lode.

An investment opportunity that could make Viagra seem like a 5-cent gumball by
comparison.

It’s also your best chance to live a long and healthy life

Follow the scientific and medically validated recommendations laid out in this
email, and there’s more than an excellent chance...

You will prolong yvour life by an additional 20 to 30 years...
You will not suffer from heart disease, cancer or stroke...

You will not suffer from obesity, rheumatoid arthritis, thyroid disease or even hair
loss...

And the chances of achieving wealth and prosperity you never dreamed of will be
increased enormously.

My name is Patrick Cox, founding editor of Agora Financial’s technology newsletter
Breakthrough Technology Alert.

Wow.

Recently management and some investors rewarded themselves with a warrant
repricing. The warrants, previously underwater, were kindly transformed into
massively in-the-money securities. Free money for them, lots of dilution for
shareholders. Not long afterwards, Patrick Cox (who has been touting the stock for
some time) ramped up his promotional campaign, helped with a tout-assist by John
Maudlin.
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As for the investors stupid enough to buy STSI based on this nonsense, one can only
hope they are not so terminally stupid as to actually subscribe to his drivel.

The Shameless, Moronic, Patrick Cox — (STSI), BuyersStrick, available at

https://buyersstrike.wordpress.com/2012/11/28/the-shameless-moronic-patrick-

cox-stsi/.

149.  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 false and misleading

promotional campaigns to entice investors to buy its stock. The article stated in part:
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Last Thursday, Emerging Growth issued a press release, picked up by the Yahoo!
Finance feed, which misleadingly compared Galectin to Intercept Pharmaceuticals.

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 1s 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 1 “safety” study of its NASH
candidate enrolling a tiny number of patients and using endpoints which collect
uscless biomarker data. It’s as 1f 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 1 NASH study.
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150. When the market opened on July 29, 2014, Galectin shares opened at a price of $7.10
per share, down over 50% from the previous day’s close at $14.54.

I151.  On July 29, 2014, Feuerstein published an article on TheStreet.com entitled
“Galectin Drug 1s a Fatty Liver Flop,” which stated 1n 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 1 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 1 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.

152.  Once the truc facts regarding the Company’s financial prospects and future business
prospects emerged, Galectin stock crumbled from its high of $18.30, sinking to a low of $5.15 per
share on July 29, 2014, a decline of nearly 61% on extremely heavy trading volume — wiping out
more than $190 million in market capitalization.

153. The most detailed and spirited attempt to repudiate the TheStreet.com and
SeekingAlpha.com reports came immediately on July 29, 2014 from Defendant Mauldin’s
Transformational Technology, which referenced “the analysts” throughout the article to gain
credibility and signed off not merely in the name of the single author Patrick Cox, but “The

TransTech Analyst Team.” In the article, even as Cox indignantly denies any connection to
Galectin (“in fact, I paid for the meal that I shared with the executive chairman of the board when
we last met to discuss the company’s progress”), Cox conceals the fact that the publisher of

Transformational Technology is a Galectin director with significant holdings therein.

Don’t Buy the Bear Attack on Galectin
Therapeutics and Me

By Patrick Cox
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July 29, 2014
Dear TransTech Reader,

At the onset of this morning'’s trading session, Galectin Therapeutics (GALT)
experienced a severe sell-off, with shares falling by as much as 60%. Much
of the selling pressure stems from negative rumors floating around Internet
message boards in relation to GALT's second cohort liver disease Phase 1
results, along with a piece published on Seeking Alpha, all of which included
misleading and—for the most part—patently false information.

Normally | don’t respond to the all-too-common nonsense published on
questionable Internet financial sites. The analyst team, however, tells me
that the Galectin Therapeutics’ successful second cohort liver disease
Phase 1 results have been aggressively misinterpreted. Moreover, we are
being accused of being paid by Galectin Therapeutics (GALT) to promote its
stock.

As |'ve said multiple times, neither | nor the analyst team has ever had any
direct or indirect financial arrangement with Galectin Therapeutics. If | were
lying, there is little doubt that | would be headed for jail. Unlike those who
short and attack biotechs on financial websites, our business is pretty
constantly scrutinized by the authorities.

So let me be extremely clear. | recommended—and continue to
recommend—the company based on the science supporting its platform as
well as the professionalism, ethics, and experience of the company’'s
management. I've never received any payment from the company; in fact, |
paid for the meal that | shared with the executive chairman of the board when
we last met to discuss the company’s progress.

Apparently, the article attacking the company and me dealt with all manner
of topics, except the science behind Galectin Therapeutics’ drug candidate
GR-MD-02. So let me recap.

In animal studies as well as human-cell culture studies, we have seen
consistently that the company’s complex carbohydrates bind to the same
sites as galectin-3 proteins, but with even stronger affinity. This is important
for several reasons.

First of all, galectin-3 proteins are an essential part of the process of fibrotic
deposition. In fact, tissues that have had the gene that makes these galectin-
3 proteins shut down cannot form fibrotic tissues. Multiple animal studies,
using a variety of animals, have shown the reversal of fibrosis of various
sorts, including pulmonary, renal, liver, and cardiac fibrosis.

In all of those studies, however, scientists could take one measurement that
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is not allowed in current Phase 1 safety studies. They took multiple biopsies
of actual tissues to closely examine the actual state of fibrosis. You can’t do
that in the current human study because of very real risks associated with
liver biopsies, so the company is measuring anything that might help it
understand the nature of fibrotic disease as well as the drug’s impact on it.

Galectin-3 proteins, by the way, are also a critical part of cancer formation,
because tumors secrete them to bind to T cells, blinding and eventually
killing the immune system’s mobile disease fighters. Tumors create a kind of
barrier composed of galectin-3s that is lethal to T cells. The important cancer
research group, the Ludwig Institute, has showed that T cells can be
protected from galectin-3s by the company’s drug candidates.

This is why the Providence Portland Medical Center is funding its own
studies of GR-MD-02 in combination with ipilimumab for metastatic
melanoma. The IND application was, according to PPMC, prompted by a
preclinical study led by tumor immunology expert William L. Redmond,
Ph.D., that showed increased tumor shrinkage and enhanced survival in
immune competent mice with prostate and breast cancers when combined
with one of the immune checkpoint inhibitors, anti-CTLA-4 or anti-PD-1.

In fact, | believe that galectin-3 blockers’ potential in cancer alone gives the
company multiple blockbusters. Nevertheless, | applaud the decision to
tackle fibrosis, especially liver fibrosis, because there is no drug available for
these killers.

The odd thing about this kerfuffle is that the results from the second cohort
absolutely met the endpoints of this Phase 1 safety study. There were no
adverse effects, and the pharmacokinetics of the drug were confirmed as
safe. Specifically, the drug cleared out of the system, with no dangerous
accumulation, in a linear matter.

So let’s talk about the data that have apparently led to confusion. First of all,
the only relevant results in this Phase 1 study are the demonstrated safety,
and the pharmacokinetics showing that the drug behaves as expected in the
system. What seems to have surprised some people is that certain cytokine
and liver stiffness markers did not go down in some of the treated patients,
though they did in at least one of the placebo patients.

What does this mean? We don’t know, because these secondary tests are
all experimental and unproven. They are not accepted by the FDA as an
indication of efficacy and would not lead to approval or rejection.

Nevertheless, let's speculate about why the first cohort showed apparent
improvements in these markers while, overall, the second did not.

The big difference between the two cohorts is the timing of the tests. In the
first cohort, patients were tested 14 days after the last dose. In the second
cohort, patients were tested three days after last dosing.
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The obvious implication is that the process of destruction of fibrotic tissues
actually puts markers of fibrosis into the bloodstream for three or four days,
which is probably how long macrophages survive and operate after they've
been activated by GR-MD-02, the drug candidate. In the first cohort,
however, the measurements were taken two weeks out, when the body had
cleared the cytokines that were blasted into the bloodstream by attacking
macrophages.

In fact, we just don’t know if this is actually the case. None of these
secondary markers are known to be directly related to the process of fibrosis.
Given the confusion, | asked the company COQ, Harold Shleven, if he
regretted having changed the testing from 14 to 3 days. He said “Absolutely
not,” because he's learned very valuable information.

Remember, the Phase 1 safety study is proceeding perfectly. There have
been no serious adverse effects, and nobody really thought that we would
see the indications of efficacy that were apparent in the first cohort, when
measurements were taken at 14 days. It will not be until the Phase 2 efficacy
studies that actual liver biopsies are taken. Then we will know with certainty
whether or not GR-MD-02 is reversing fibrosis. All the science—including
multiple tests in various animals—however, convinces me that this is exactly
what we’ll see.

By the way, the analyst team has looked into the specific charges made
against the company. The first is that Galectin Therapeutics is using multiple
organizations, including TransTech Alert, to pump stock sales. | know
nothing about the other organization, Emerging Growth Corp./TDM
Financial, but neither | nor my analysts have any financial stake in promoting
the company.

| have only recently had the freedom to buy the company’s stock, but have
not yet done so. Given the dip in price, however, | may do so soon.

The article also says that insiders have been selling the stock in the midst of
a campaign to promote the stock to retail investors and retirees. In fact, the
analysts have looked closely at this charge and tell me the opposite is true.
Insiders have, in fact, been (wisely) accumulating shares over the last 12
months. Insiders have acquired 1,223,779 shares compared to selling
285,722 over the last 12 months, representing a buy-to-sell ratio of 4.28.

The third claim—that Galectin Therapeutics has consistently spent more on
SG&A than R&D—is completely untrue. S&P Capital 1Q clearly shows that
GALT has spent more on R&D than SGA over the last two years.

Of all these charges, the only one that might be true is that Emerging Growth
Corp./TDM Financial has a financial stake in promoting the company’s stock.
If it owns significant shares, this could be true, and the analysts are going to
investigate. Even if true, however, it does not mean in any way that Galectin
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Therapeutics has encouraged what is a common activity in many similar
analyst groups.

Since these sorts of attacks are common, Galectin Therapeutics
management isn’t inclined to punch the tar baby, to borrow an old metaphor.
Nevertheless, I'm going to try to do an in-depth video analysis of the
successful Phase 1 first and second cohort data with one of the scientists
from the company.

In the meantime, relax. We've seen this sort of bear attack hundreds of times
before, and we’ll see them many times again. | encourage you to spend time
on the company’'s website, which has enormous amounts of scientific
information validated by respected third parties, as opposed to unsupported
assertions published on the Internet. Read it and stop listening to uninformed
third-party attackers. As I've said many times, Galectin Therapeutics is the
most important player in the emerging science of galectin-3 blockers. There
is absolutely nothing in the second cohort data that would prove otherwise.

Like | mentioned earlier, the analysts and | both view this as a buying
opportunity, and will send an alert in the next few days with trading
instructions once we've determined that shares have settled.

For transformational profits,

The TransTech Analyst Team

DEFENDANTS’ DUTIES

154. As Company directors, Defendants had the ability to control the business and
corporate affairs of Galectin and the 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 Defendants were and are required to act in furtherance of the best interests of Galectin and its
shareholders so as to benefit all shareholders.

155. 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.
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156. In addition, as officers and/or directors of a publicly held company, the 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.

157. The 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.

158. 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.

159. 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;
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160.

(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, honest, and prudent manner
in compliance with all applicable laws, rules, and regulations.

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.

161.

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.

162.

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.

63 APP000351




(702) 880-9750

LEE, HERNANDEZ, LANDRUM & GAROFALO
7575 VEGAS DRIVE, SUITE 150
LAS VEGAS, NV 89128

S i B W o

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

163. 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

164. Each Defendant, by virtue of his 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 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 Defendants were aware or should have been aware posed a risk of serious
injury to Galectin.

165. The 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 and potential investors into believing that disclosures related to
the Company’s financial and business prospects were truthful and accurate when made.

166. 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.

167. In committing the wrongful acts alleged herein, the 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 Defendants further aided and abetted

and/or assisted each other in breaching their respective duties.
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168. During all times relevant hereto, the 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 Defendants collectively and individually took the
actions set forth herein.

169. The purposc and cffect of the Defendants’ conspiracy, common enterprise, and/or
common course of conduct was, among other things, to: (a) disguise the 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.

170. 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 Defendants was a direct, necessary, and substantial participant in the conduct complained of
herein.

171. Defendant Callicutt, as the Chief Financial Officer of the Company from the time
the deceptive promotional campaign commenced in July 2013, was aware of and part of the
Company major public relations efforts, of which the deceptive promotional campaign appears to
have been the primary marketing activity undertaken by the Company. With a compensation of
$853,919 in total compensation, in a company with only six employees and only four non-research
and development employees, Defendant Callicutt was a primary participant in the presentation of
the Company to investors and the wrongful acts described herein.

172.  Each of the 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 Defendant acted with knowledge of the primary

wrongdoing, substantially assisted the accomplishment of that wrongdoing, and was aware of his
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or her overall contribution to and furtherance of the wrongdoing.
173.  According to thec Company’s Form DEF 14A filings, the Company’s Nominating
and Corporate Governance Committee,

is responsible for identifying individuals qualified to become members of the
Board, and to recommend to the Board, candidates for election or re-election as
directors and for reviewing our governance policies in light of the corporate
governance rules of the SEC. Under its charter, the Committee is required to
establish and recommend criteria for service as a director, including matters relating
to professional skills and experience, board composition, potential conflicts of
interest and manner of consideration of individuals proposed by management or
stockholders for nomination. The Committee believes candidates for the Board
should have the ability to exercise objectivity and independence in making
informed business decisions; extensive knowledge, experience and judgment; the
highest integrity; loyalty to the interests of Galectin Therapeutics and its
stockholders; a willingness to devote the extensive time necessary to fulfill a
director’s duties; the ability to contribute to the diversity of perspectives present in
board deliberations, and an appreciation of the role of the corporation in society.
The Committee will consider candidates meeting these criteria who are suggested
by directors, management, stockholders and other advisers hired to identify and
evaluate qualified candidates.

174. The  Charter of the Company’s Nominating and  Corporate
Governance Committee is reprinted below. The Charter requires the Nominating Committee to
“identify individuals qualified to become members of the Board,”....“including matters related to
professional skills and experience, board composition, and potential conflicts of interest. and to

“annually evaluate the performance” of directors:

GALECTIN THERAPEUTICS INC.

NOMINATING AND CORPORATE GOVERNANCE
COMMITTEE CHARTER

PURPOSE

The Nominating and Corporate Governance Committee (the “Committee”) of the Board
of Directors (the “Board™) of Galectin Therapeutics Inc. (the “Company”) shall (1)
identify individuals qualified to become members of the Board and recommend
director candidates to the Board for election or re-election; and (2) develop,
recommend to the Board, and review the Company’s corporate governance policies and
practices, taking in consideration the rules of The NASDAQ Stock Market LLC
(“NASDAQ?”), the Securities and Exchange Commission (“SEC”), as well as other
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applicable laws, rules and regulations. Corporate governance is a structure within which
directors and management can pursue effectively the objectives of the Company for the
benefit of all its stakeholders.

COMPOSITION AND QUALIFICATIONS

The Committee shall be comprised of two or more members of the Board. Each member
of the Committee shall be “independent” in accordance with NASDAQ rules.

DUTIES AND RESPONSIBILITIES
The Committee shall:

A. Identify, evaluate and recommend to the Board, consistent with criteria
approved by the Board, nominees for election as directors at each annual meeting
of stockholders of the Company, and as otherwise required, whose experience and
expertise will provide added value to the Board’s oversight responsibilities.

B. Develop, and recommend to the Board for its approval, criteria to be
considered in selecting director nominees, including matters related to professional
skills and experience, board composition, and potential conflicts of interest.

C. Establish procedures for consideration of candidates for recommendation to the
Board, including candidates put forward by stockholders, and consider individuals
whose names are submitted by management or by stockholders as candidates for
election to the Board.

D. Coordinate and oversee meetings and other actions requiring the
consideration of the non-employee directors of the Board.

E. Develop and recommend to the Board a set of corporate governance principles
applicable to the Company, review these principles periodically and recommend any
changes to the Board.

F. Periodically review and recommend to the Board changes to the Company’s
Code of Conduct and Ethics (the “Code”), and monitor overall compliance with the
Code.

G. Review all potential conflicts of interest under and violations of the
Company’s Code of Conduct and Ethics (the “Code”), and consider all waivers of
compliance with the Code.

H. Review and make recommendations to the full Board regarding:

1. The organization and effectiveness of the Board, including its size,
composition, operation, practices, processes and tenure policies;

2. The size, composition, membership, qualifications, scope of authority,
responsibilities, and charters of each committee of the Board;

3. The selection of committee members and chairpersons;
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4. The Company’s Articles of Incorporation and Bylaws; and

5. The Committee’s Charter.

L. Annually evaluate the performance of the Committee and its members.
L. Annually evaluate the performance of the Board and its members.
PROCESS

A. The Committee members shall be appointed by the Board and shall serve
until such member’s successor is duly elected and qualified or until such member’s
earlier resignation or removal. The Board may remove any Committee members at any
time, with or without cause. Unless a Chairperson is elected by the Board, the members
of the Committee may designate a Chairperson by unanimous vote if the Committee 1s
comprised of two members, and by majority vote if comprised of three or more
members.

B. Committee meetings shall be led by the Chairperson. In the absence of the
Chairperson, at any meeting at which a quorum is present, a majority of the Committee
members may elect an acting chairperson of the meeting. A majority of the members
of the Committee shall constitute a quorum for the transaction of business, unless the
Committee is comprised of two members, in which case both members must be present
to constitute a quorum for the transaction of business. The Committee may act by a
majority of those present at any meeting, by agreement of both members at any meeting
if the Committee is comprised of only two members, or by the unanimous written
consent of all of members.

The Committee shall have the sole authority to select, retain and terminate any search
firm used to identify director candidates and to approve the search firm’s fees and other
retention terms.

C. The Committee shall report regularly to the full Board, and all Committee
actions and recommendations shall be promptly reported to the full Board.

DAMAGES TO GALECTIN

175. Galectin has been, and will continue to be severely damaged and injured by
Defendants’ misconduct. Such harm includes, but is not limited to:

» costs incurred in compensation and benefits paid to defendants that breached their
duties to the Company;

» substantial loss of market capital;

» costs already incurred defending against the pending securities class actions, and
potential liability therefrom; and

* QGalectin’s business, goodwill, and reputation with its business partners, regulators,
and shareholders have been gravely impaired.

68 APP000356




(702) 880-9750

LEE, HERNANDEZ, LANDRUM & GAROFALO
7575 VEGAS DRIVE, SUITE 150
LAS VEGAS, NV 89128

S i B W o

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

176. 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.

DERIVATIVE AND DEMAND FUTILITY ALLEGATIONS

1'77.  Plaintiff brings this action derivatively in the right and for the benefit of Galectin to
redress injurics suffered, and to be suffered, by Galectin as a direct result of Defendants’ breaches
of fiduciary duties and unjust enrichment. Galectin is named as a nominal defendant solely in a
derivative capacity.

178.  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.

179.  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 for reasons detailed below.

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

A. Defendants Traber and Czirr Are Recognized as Non-Independent
by the Company

181. Decfendant Dr. Traber has been Galectin’s President and Chief Executive Officer
(“CEQO”) since March 2011 and a director of the Company since February 2009 and is also the
Company’s Chief Medical Officer, having received $612,690 in total compensation from Galectin
in 2013 and $1,089,299 in 2012. Defendant Traber derives significant income from, and his

primary source of income is, his employment as CEQO, President and Chief Medical Officer of
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Galectin, and his reputation is inextricably bound to his role at Galectin. As acknowledged in the
Company’s most recent Proxy dated April 7, 2014, Defendant Traber is not independent and
therefore 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.

182. Defendant Czirr is a founder of Galectin’s predecessor (Pro-Pharmaceuticals) in
July, 2000 and since founding the Company Defendant Czirr has served as one of the Company’s
four executive officers, carrying the title of “Executive Vice President of Business Development”
for many years and more recently, “Exccutive Chairman.” In 2014 Defendant Czirr received total
compensation of $437,214. As acknowledged in the Company’s most recent Proxy dated April 7,
2014, Defendant Czirr is not independent and therefore 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.

B. Defendants Czirr and Martin Control the Board Through the 10X Fund

183. As detailed herein Defendants Czirr and Martin through the 10X Fund own all of
the Company’s Series B preferred stock and 34% of the outstanding common shares, and have the
right to appoint two directors and nominate three. In their own words, Czirr and Martin engaged
in a “takeover” of Galectin’s Board when, on February 12, 2009, Czirr and Martin assumed
directorships and replaced the Chairman and Vice Chairman of the Board in those positions, and
filled directorships that were emptied - as part of the takeover - with Defendants Amelio and
Greenberg. The 10X Fund controlled Nominating Committee then, in 2011 expanded the bloated
board (for the six employee company) by two positions and selected and nominated Defendants
Mauldin and Freeman to those directorships.

184. Defendant Czirr, along with Defendant Traber, are two of the four named defendants

in Ballesteros v. Galectin Therapeutics, Inc., James C. Czirr, Peter G. Traber and Jack W. Callicutt,
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Case No. 3:14-cv-00399-RCJ-WGC, the Securities Class Action which reasonably alleges that
given his position in the Company, Defendants Czirr and Traber were not only aware of but the
source of the hiring of stock promoters and the publication of their false and misleading articles
pumping the value of the Company. 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. Neither Defendant Czirr, nor any director dominated by
him, would do this.

185. As detailed herein, since a majority of the Board owe their directorships to
Defendant Czirr and the 10X Fund and are clearly controlled by and beholden to Czirr and the 10X
Fund, they are incapable of independently and disinterestedly considering a demand to institute and
pursue legal action against Defendant Czirr for the misrepresentations he has made, authorized and
arranged for and the resultant damages to the Company.

C. Defendants Face a Sufficiently Significant Likelihood of Liability so as to Render
Them Non-impartial

1. Defendant Mauldin Faces a Sufficiently Significant Likelihood of Liability
so as to be Rendered Non-Impartial

186. As detailed above, Defendant Mauldin published materially misleading and false
statements praising Galectin and encouraging investors to buy Galectin stock, as if the statements
were coming from an impartial and disinterested third party “expert researcher” and “team of
analysts,” without disclosing that the statements were being published by a director of Galectin
with significant holdings therein.

2. Defendants Czirr and Traber Face a Sufficiently Significant Likelihood of
Liability so as to be Rendered Non-Impartial

187. As detailed above, Defendants Czirr and Traber actively participated with Mauldin
in the deceptive stock promotion campaign by providing Mauldin’s employee, Patrick Cox,

interviews and even a video for publication in Transformational Technology and were equally
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involved in the hiring and development of articles for Emerging Growth.

3. Defendants Martin and Amelio Face a Sufficiently Significant Likelihood
of Liability so as to Render Them Non-impartial

188. As detailed above, Defendant Martin was the Chairman of the Nominating
Committee, and Defendant Amelio was a member of the Nominating Committee, which in 2011,
proposed to expand the Board by two directorships and to fill one of the newly created directorships
by appointing John Mauldin.

189. As the Chairman and one of two other members of the Nominating Committee,
Defendants Martin and Amelio controlled the Nominating Committee that proposed expanding
Galectin’s already bloated board in part to create a directorship for Mauldin.

190. 10X Fund Defendants Martin and Amelio selected, screened and nominated
Defendant Mauldin to the Company’s Board, knowing that John Mauldin’s primary business was
stock promotion through his company Mauldin Economics, LLC,* brought him onto an already
bloated board of directors for that purpose, and then knowingly concealed his identity as owner of
Mauldin Economics, LLC from shareholders.

191. Defendant Gilbert Amelio was the former CEO of Apple Computer until 1997, when
he was ousted and replaced by Steven Jobs. Defendants Martin and Amelio knew who they were
nominating and participated in bringing Defendant Mauldin onto the Company’s board in order to
utilize Mauldin’s capacity in the arca of stock promotion and were aware of and participated in
Mauldin’s 2013-2014 false and misleading promotion of Galectin stock.

192. Due to Defendants Martin and Amelio’s awareness of, toleration of without

objection and participation in the Company’s 2013-2014 false and misleading promotion of

43 Having selected and screened Defendant Mauldin for a directorship, Martin and Nominating Committee Member
Amelio also knew that (1) Defendant Mauldin had no scientific, medical or biopharmaceutical education and (2) that
besides an undergraduate degree with no major, Mauldin’s only other education was in theology. Form DEF 14A,
filed on March 21, 2014.
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Galectin stock, Defendants Martin and Amelio face a sufficiently significant likelihood of liability
in the present litigation so as to render them non-impartial for purposes of demand.

4. A Majority of the Board Faces a Sufficiently Significant Likelihood of
Liability

193. Because of the above particularized facts indicating Defendants’ knowledge and
toleration of and participation in the deceptive stock promotion campaign, Defendants face a
sufficiently significant likelihood of being held liable for the misconduct alleged herein, so as to
render them interested. Since these five Defendants constitute 50% of the ten-director board, a
majority of the Board is interested upon this basis for purposes of demand futility.

5. Defendant Pressler Faces a Sufficiently Significant Likelihood of Liability
so as to be Rendered Non-impartial

194. Defendant Pressler is an attorney and the only attorney on the Galectin Board of
Directors (“a graduate of Princeton University, cum laude, and of the University of Texas Law
School. From 1958 to 1970, he was associated with the law firm of Vinson & Elkins. He was a
District Judge from 1970 to 1978 and was Justice of the Texas Court of Appeals from 1978 until
1993. Prior to his retirement, Judge Pressler was a partner in the law firm Woodfill & Pressler from
1995 until 2013 and served in private mediation practice for several years”).

195.  Since Defendant Pressler has no scientific, medical or biopharmaceutical education
or experience, his role on the board is primarily for his legal expertise. Plaintiff states upon
information and belief that Defendant Pressler was involved in the oversight of public statements
made by the Company, whether directly or through third parties. As such, Defendant Pressler was
aware of the Company’s campaign of false and misleading statements.

196. The remaining Defendant-Directors, Defendants Greenberg, Freeman, Prelack, and,
Pressler, had no scientific, medical or biopharmaceutical education and were on the Company’s

Board of Directors for purposc of contributing their expertise in “identifying sources of capital,”
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“financial advisory services,” and, “business development.” DEF 14A, filed on March 21, 2014.
Since Defendant Greenberg, Freeman, Prelack, and Pressler’s primary board roles were focused on
business and marketing, rather than science, they participated in the marketing of the Company and
the deceptive promotion campaign.

197. In light of their participation in guiding and controlling the marketing of the
Company, and their participation in the deceptive promotion campaign, Defendants Greenberg,
Freeman, Prelack and Pressler also face a sufficiently significant likelihood of being held liable for
the misconduct alleged herein, so as to render them interested.

6. Conclusion

198. Given the allegations 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-Defendants non-
impartial in rendering an opinion as to whether or not to file the present action on behalf of the
Company.

199. Galectin has been and will continue to be exposed to significant losses due to the
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 likelithood of
liability for their breaches, rendering any demand upon them futile.

200. 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 1s 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
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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.

FIRST CAUSE OF ACTION
Breach Of Fiduciary Duties

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

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

203. The Defendants violated and breached their fiduciary duties of good faith, fair
dealing, loyalty, due care, reasonable inquiry, oversight and supervision.

204. The 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.

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

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

SECOND CAUSE OF ACTION
Unjust Enrichment

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

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

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

210. 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.

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

THIRD CAUSE OF ACTION
Waste Of Corporate Assets

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

213. 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.

214. As a result of the misconduct described above, the Defendants wasted corporate
assets by: (1) by paying excessive compensation, bonuses, and termination payments to certain of
its executive officers; (i1) awarding self-interested stock options to certain officers and directors;
and (ii1) incurring potentially millions of dollars of legal liability and/or legal costs to defend
Defendants’ unlawful actions.

215. As a result of the waste of corporate assets, the Defendants are liable to the
Company.

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

FOURTH CAUSE OF ACTION
Breach of Fiduciary Duty for Insider Trading

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

218. Throughout the entire time that defendants sold shares of Galectin during the
Emerging Growth/Mauldin Economics’ promotional campaign beginning in July 2013, defendants
knew that such information was false and misleading, released to the public in order to pump up
the price of Galectin stock based on false prospects and value of the Company, and sold Galectin
common stock on the basis of such information.

219. During the promotional campaign, the insider selling defendants knew that
Emerging Growth had been hired to promote Galectin, especially in its time of need, in conjunction
with articles released by Defendant Mauldin and Mauldin Economics. Defendants knew the truth
— that Galectin had no credible third party support other than from those it paid.

220. Defendants knew, in particular, that Phase 1 and 2 studies on GM-CT-01 had been
inconclusive and testing on GM-CT-01 had effectively come to a conclusion in 2013. Defendants
Czirr and Martin knew that this fact was finally going to be made public and posed a danger of
driving Galectin stock price down (even despite their best efforts to bury that announcement in an
avalanche of concocted “good news,” as detailed above). For that reason and based upon their
knowledge that the announcement was going to be made on January 15, 2014, Defendants Czirr
and Martin cashed in $1,484,000 worth of shares at their artificially inflated price in the five days
before the announcement.

221. Defendant Prelack, though not so obvious as Defendants Czur and Martin, also
traded on insider information. Defendants all understood that the Company was exaggerating and
misrepresenting the prospects for its not so new “new” lead drug candidate GR-MD-02 and that
Galectin’s nearly-decade long failure to produce a viable drug candidate had been dealt with by the
Company with a concerted false and misleading promotional campaign. As such, the Insider

Selling Defendants knew the Company’s touted financial and business prospects were materially
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false and misleading, and benefited at the expense of Galectin investors during the promotional
campaign.

222.  Plaintiff, on behalf of Galectin, has no other 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 committee charters taking such other action as may be necessary to
place before shareholders for a vote the following corporate governance proposals or policies:

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

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

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

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

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

e aprovision to appropriately test and then strengthen the Company’s internal
operational control functions;

C. Awarding to Galectin restitution from the 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 reasonable

78 APP000366




LEE, HERMNANDEZ LANDRIUM & GARQFALD

SUITE 158
29128

o
¥

(702) 8RO-9750

7575 VEGAS DRIVE,

LAS VEGAS, NV

b2

[N

LN

Hattorneys’ fees, accountants’ and experts’ fees, costs, and expenses; and

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

DATED this 27" day of March, 2015,

LEE, HEENANDEZ, LANDRUM
& GAROFALD

: 'SIEE |
Byt {7 MQ&%«J ____________________________________________ S o

NATASHA A LANDRUM, £SO,
Mevada Bar No, 7414

DAVID S, DAVIS, ESQ.

Mevada Bar No. 11549

7373 Vegas Drive, Suite 130

FLas Vegas, NV 89128

Attomneys tor Plaintiff Kirsch

LIFSHITZ AND MIOLLER
Edward W. Miller

Yoshua M. Lifshitz

821 Franklin Avenue, Suite 200
Garden City, New York
Telephone: (516) 493-3780
Facsimile: (516)280-7376
Attorneys for Plaintift Kirsch
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VERIFICATION

I, MICHAEL KIRSCH, hereby declare as follows:

I am shareholder of Galectin Therapeutics, Inc. and have continuously so owned the
Company’s common stock during the relevant period. Under penalties of perjury, I declare that I
am the plaintiff named in the foregoing Second Amended Shareholder Derivative Complaint
(“Complaint”), and know the content thereof, that the pleading is true to my knowledge, except as

to those matters stated on information and belief, and that as to such matters I believe to be true.

March 18, 2015
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| duties to Galectin, because that would expose him to liability and threaten his livelihood,

184,  Defendant Czirr is a founder of Galectin’s predecessor (Pro-Pharmaceuticals) in}

{huly, 2000 and Since founding the Company Defendant Czirr has served as one of the Company’s
{ four executive officers, carrying the title of “Executive Vice President of Business Development” |

{ for many years and mare recently, “Executive Chairman.” In 2014 Defendant Czier received total |

compensation of $437,214. As acknowledged in the Company’s most recent Proxy dated April 7, |

12014, Detfendant Cziry is not independent and therefore cannot mdependently consider any
i demand {o sue himself for breaching his fiduciary duties to Galectin, because that would expose

him to liability and threaten his livelihood.

B. Defendants Criryr and Martin Conirel the Board Through the 18X Fund

i85,  As detailed herein Delendants Criry and Martin through the 10X Fund own all of

| the Company’s Series B preferred stock and 34% of the cutstanding cornmon shares, and have the

right to appoint two directors and nominate three. In their own words, Czirr and Martin engaged
Ein a “takeover” of (Galectin’s Board when, on February 12, 2009, upon the resignation of thc
{ Company’s CEOG and half the Board of Directors, Czirr suddenly became the new Chairman nfé
5 géthﬁ Board and Martin became the Vice Chairman of the Board and Chairman of the Nominating
| Committee and filled two empty directorships with Defendants Amelio and Greenberg, The 10X

| Fund controlled Mominating Commitiee then, in 2011 expanded the bloated board (for the six

amployee company} by two positions and selected and nominated Defendants Mauldin and |

Freeman to those divectorships.

186, Defendant Czirr, along with Defendant Traber, are two of the four named |

{defendants in Ballesteros v, Galectin T herapeutics, Inc., Jomes C. Czivy, Peter G. Traber and
|\ Jack W. Callicuts, Case No. 3:14-cv-00399-RCI-WGC, the Securities Class Action which
reasonably alleges that given his position in the Company, Defendants Czirr and Traber were nﬁt.ég
éenly aware of but the source of the hiring of the penny stock promoters and the publication of
;their false and misleading articles pumping the value of the Company, Thus, tf Crirr were o

{initiate suit in this action he would compromise his ability to simultsneously defend himself in the |

&Y
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i Securities Class Action and would expose himself to Hability in this action. Neither Defendant

i Czirr, nor any director dominated by him, would do this,

187. As detailed hersin, since a majority of the Board owe their directorships io
Defendant Czirr and the 10X Fund are clearly controlled by and beholden to Cxirr and the 10X |
Fund, they are incapable of independently and disinterestedly considering a demand to institute |

and pursue legal action against Defendant Czimy for the misrepresentations he has made, |

{ authorized and arranged for and the resultant damages (o the Company.

C. Defendants Face 3 Sufficiently Significant Likelihood of Liability so as to
Render Them Non-impartisl

1. Defendant Mauldin Faces a Sufficiepily Significani Likelihood of
Liability so as to be Rendered Non-Impartial

183, As detailed above, Defendant Mauldin published materially misleading and false

| statements praising Galectin and encouraging investors to buy Galectin stock, as if the stalements
were coming from an impastial and disinterested third party “expert researcher” and “team of |
{} analysts,” withowt disclosing that the statements were beiug published by a director of (alectin |

1 with significant holdings therein,

Z. Defendanis Czirr and Traber Face a Sufficiently Significant
Likelthood of Liability so as to be Rendered Non-Impartial

189, As detailed sbove, Defendants Czirr and Traber actively participated with Mauldin

tin the deceptive stock promotion campaign by providing Mauldin’s employee, Pairick Cox,
gn Oy P

interviews and even a video for publication in Transformational Technology.

3. Defendant Mariin Faces a Sufficiently Significant Likelihood of
Liahility 50 as to be Rendered Mon-impartial
190,  As detailed sbove, the Defendanis knew that Defendant Mauldin was a stk
promoter and brought him onto an already bloated board of directors for that purpose. 10X Fund
Defendants Martin and Amelio controlled the Nominating Committes that identified, soreened

and nominated Mauldin to the Company's Board, and then concealed his identity as one of the

7
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nation’s leading stock promoters from sharcholders,

191, Defendant Martin was the Chairman of the Nominating Commitiee, which in 2011, |

proposed to expand the Board by two directorships and to fill one of the newly created director |

{i positions by appointing John Mauldin.

192,  Defendant Martin, as Chairman of the Nominating Commitice, led the selecting,
screening and pominating Mauldin to the Board with knowledge that John Mauldin’s primary |

business was stock promotion through his company Mauldin Economics, LLC.#

4. Defendant Amelic Faces a Sufficiently Significant Likefthood of
Liability so as {0 be Rendered Non-mpartial

193, Defendant Amelio participated in bringing Defendant Masldin onto ﬂlﬁé

Company’s board in order to utilize Mauldin’s capacity in the area of stock promotion and was |
{aware of and participated in Mauldin’s 2013-2014 false and misleading promotion of Galectin |

i stock described herein,

194, Defendant Gilbert Amelio is accurately described in the Company’s Proxies as|
being the former CEO of Apple Computer until 1997, when he was ousted and replaced by Steven |

Jobs. As one of the three members of the Nominating Commities, of which Defendant Martin |

Hwas Chairman, in 2011 Defendant Amelio knowingly voted to propose expanding the Board by |
two directorships and to fill one of the newly created director positions by appointing John |

Mauidin,

193, Defendant Amelio participated in selecting, screening and nominating Mauldin to |

U the Board with knowledge that John Mauldin's primary business was stock promotion through his
{Fcompany Mauldin Economics and Defendant Amelio knowingly withheld that information from

11 shareholders in the proxy announcing Mauldin’s appointment and subsequent proxies,

196,  Defendant Ameclio participaied in bringing Defendant Mauldin  onlo  the

2 Company’s board in order to utilize Mauldin's capacity in the area of stock promotion and was

114 Having selected and screened Defendant Mauldin for & direciorship, Martin and Nominating Comuniites Member
i1 Amelio also kaew that (1) Defendant Mauldio had no scientific, medical or biopharmaceutical education and (2) that
1] besides an undergraduate degree with ne major, Maualdin’s only other education was in theclogy. Form DEF 144,

i1 filed on March 21, 2014,

'!..I
[
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aware of and participated in Mauldin’s 2013-2014 false and misleading promotion of Galectin

i1 stock described herein.

Las

2013-2014 false and misleading promotion of Galectin stock, Defendant Amelio faces a
| sufficiently significant likelihood of liability in the present litigation so as to render him non-

impartial for purposes of demand.

oi Defendants Mauldin, Martin, Amelio, Czirr and Traber in the deceptive stock promotion
|| campaign, these Defendants face a sufficiently significant likelihood of being held hable for the |
.misconduct alleged herein, so as to render them interested. Since these five Defendants constitute
50% of the ten-director board, a majority of the Board is interested upon this basis for purposes of

{1 demand futility,

H Divectors (Ma graduate of Princeton University, cum laude, and of the University of Texas Law

i School. From 1958 to 1970, he was assoclated with the faw firm of Vinson & Elkins, Hewas a |

111993, Prior to his retirement, Judge Pressler was a partoer in the law firm Woodfill & Pressler |

from 1995 until 2013 and served in private mediation practice for several years™),

{or experience, his role on the board is primarily for his legal expertise. FPlaintiff states upon
| information and belief that Defendant Pressler was involved in the oversight of public statements
| made by the Company, whether directly or through third parties.  As such, Defendant Pressler

{ was aware of the Company’s campaign of false and misleading statements,

197.  Due to Defendant Amelio’s knowledge of and participation in ihe Company’s

5. A Majoriy of the Board Faces a Sufficiently Significant Likelihood
of Liability ;

194. Because of the above particularized facts indicating knowledge and participation |

6. Defendant Pressler Faces 3 Sufficiently Significant Likehhood of
Liability so as {0 be Bendered Non-impartial

199, Defendant Pressler is an atiorney and the only atiomey on the Galectin Beard of
Dristrict Judge from 1970 to 1978 and was Justice of the Texas Court of Appeals from 1978 until

200, Since Defendant Pressier has no scientific, medical or biopharmaceutical education

3
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20f,  The remaining Defendant-Directors, Defendants Greenberg, Freeman, Prelack, |

{and, Pressler, had no scienmiific, medical or biopharmaceutical education and were on the |

Company’s Board of Directors for purpose of contributing their expertise in “identitving sources
of capital,” “financial advisory services,” and, “business development,” DEF 14A, filed on March
21, 2014, Since Defendant Greenberg, Freeman, Prelack, and Pressler’s primary board roles were
focused on business and marketing, rather than science, they participated in the marketing of the
Company and the deceptive promotion campaigh.

202, In light of their participation in guiding and controlling the marketing of the
Company, and their participation in the deceptive promotion campaign, Defendants Greenberg,
Freeman, Prelack and Pressler also face 2 sufficiently significant likelihood of being held hable
tor the misconduct alleged herein, so as (o render them interested.

7. Conclusion

203, Given the allegations in the present Complaint that each Defendant was aware of |

tithe 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 Diefendant faces |

Ha sufficiently significant likelihood of Hability in the present case 3o as to render the Director- |

Diefendants non-impartial in rendering an opinion as to whether or not to file the present action on |
behalf of the Company.

204, alectin has been and will continne to be exposed to significant losses due to the |

{i Defendants’ wrongdoing. Yet, the Director Defendants have not filed any lawsuils against |
1 Hithemselves or others who were responsible for the wrongful conduct. Thus, the Director |

{i Defendants are breaching their fiduciary duties to the Company and face a sufficiently substantial

likelihood of iability for their breaches, rendering any demand upon thern futile,

2035,  Plaintiff has not made any demand on shareholders of Galectin io institute this |

{i action since such demand would be a futile and useless act because Galectin is 2 publicly traded |
{i company with thousands of shareholders and making demand on such a number of shareholders |

would be impossible for Plainiiff, who has no means of collecting the names, addresses, or phone |

73
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H numbers of Galectin sharcholders. Furthermore, making demand on all shareholders would force

H Plaintiff to incur excessive expense and obstacles, assuming all sharcholders could even be

individually identified with any degree of certainty,

FIRST CAUSE OF ACTION
Breach Of Fiduciary Duties

206,  Plaintifl incorporates by reference and realleges each and every allegation

{1 contained above, as though fully set forth herein.

287, The Defendants owed and owe Galectin fiduciary obligations. By reason of

il their fiduciary relationships, the Defendants owed and owe Galectin the highest obligation of

1 good faith, fair dealing, loyally, due care, reasonable inguiry, oversight and  supervision.

208.  The Defendants violated and breached thelr fiduciary duties of good fauh, fair |

1dealing, loyalty, due care, reasonable inguiry, oversight and supervision.

209, The Defendanis 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 g good faith exercise of prudent |

i business fudgment to protect and promote the Company's corporate interests,

210, As a direct gnd proximate result of the Defendants’ failure {o perform their

fiduciary obligations, Galectin has sustained significant damages. As g result of the misconduct

alleged herein, the Defendants are liabie to the Company.

211 Plamtiff, on behalf of Galectin, has no adequate remedy at law.

SECOND CAUSE OF ACTION
Against AH Defendants For Unjust Enrichment

212, Plamtiff incorporates by reference and realleges each and every allegation |

contained above, as though fully set forth herein.

213, By their wrongfil acts and omissions, Defendants were unjustly enriched at the |

expense of and 10 the detriment of Galectin.

214,  The Defendants were unjustly enriched as a result of the compensation they |
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i tireceived while breaching their fiduciary duties owed to Galectin,
2 215.  Plaintiff, as a sharcholder and represeniative of Galectin, seeks restitution from
g 25:::L)efendams and seeks an order from this Court disgorging all profits, benefits, and ofner
4 cormnpensation obtained by Defendants from their wrongful conduct and fiduciary breaches.
5 216, Plammiff, on behalf of Galectin, has no adequate remedy at law,
5 | THIRD CAUSE OF ACTION
. | Waste OFf Corporate Assefs
8 | 217.  Plainiiff incorporates by reference and realleges each and every allegation
“ Y _cmltained ahave, as though fully set forth herein,
b 218. The wrongful conduct alleged reparding the issuance of false and misleading
i i staternents, was continuous, connected, and on-~going throughout the Relevant Period. |t resulted
12 in continuous, connecied, and on-going harm to the Company.
3 219, As a resull of the misconduct described above, the Defendants wasted corporate
4 1 assets by: (i} by paving excessive compensation, bonuses, and termination payioents to certain of
i3 its executive officers; (i1} awarding self-dnteresied stock options to certain officers and direciors;
16 .md (it} incurring potentially millions of dollars of legal lisbility and/or legal costs o defend
17 Ur YN | : |
“ ] Defendants’ unlawful actions,
18 228, As a result of the waste of corporate assets, the Defendants are hable to the
2 Company.
24 221,  Plaintiff, on behalf of Galectin, has no adequate remedy at law.
21 |
: FOURTH CAUSE OF ACTION
22 Breach of Fiduciary Dutly for Insider Trading
23
y 222.  Plantiff incorporaies by reference and realleges cach and every allegation
: contained above, as though fully set forth herein,
23
223, Throughout the entire tiwe that defendants sold shares of Galectin during the
26
, Emerging Growth/Mauldin Economics’ promotional campaign begioning in July 2013,
7
defendants knew that such information was faise and misleading, released to the public inorder (o
28
75
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pump up the price of Galectin siock bascd on false prospects and value of the Company, and sold

1 Galectin common stock on the basis of such information,

224, During the promotional campaign, the insider selling defendants knew that|

| Emerging Growth had been hired to promote QGalectin, especially in iis time of need, in|
H conjunction with articles relessed by Defendant Mauldin and Mauldin Economies. Defendants

Hlmew the truth — that Galectin had no credible third party support other than from thase it paid.

225, Defendants knew, in particular, that Phase 1 and 2 studies on GM-CT-01 had heen
inconclusive and testing on GM-CT-01 had effectively come to a conclusion in 2013, Defendants
Cziry and Martin knew that this fact was finally going to be made public and posed a danger of
driving Galectin stock price down {even despife their best efforts to bury that announcement in an
avalanche of concocted “good news,” as detailed above). FPor that reason and based upon their
knowiedge that the announcement was going to be made on January 15, 2014, Defondants Czirré
and Martin cashed in $1,484,000 worth of shares at their artificially inflated price in the five days
betore the announcement. |

226,  Defendant Prelack, though not so obvious as Defendants Czirr and Martin, aisc:é

éu*aded on msider information. Defendants all understood that the Company was exaggerating and
émisrepreseming the prospects for its not so new “new” lead drug candidate GR-MD-02Z and that
-Gaiectin*s nearly-decade long failure to produce a viable drag candidate had boen dealt with by
gfthe‘ Company with a concerted false and misleading promotional campaign. As such, the Insider
;Seiiing Dicfendants knew the Company’s touted financial and business prospects were materially
ﬁﬂwc and misleading, and benefited al the expense of Galectin investors during the promotional

campaign,

227, Plaintiff, on behalf of Galectin, has no other adequate remedy af law,

76
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. PRAYER FOR RELIEF

2 WHEREFORE, Plaintiff demands judgment as follows:
3 A, Against all Defendants for the amount of damages sustained by the Company as a

4 .? result of Defendants’ breaches of {iduciary duties, aiding and abeiting breaches of fiduciary

{i duties, uniust enrichment, and waste of corporate assets;

s
& 1 B. Directing Galectin to take all necessary actions to reform and traprove its corporate |
7 1l governance and internal procedures to comply with applicable laws and to protect Galectin and iis |

g |l shareholders from a repeat of the damaging events described heredn, including, but vot liuited to, |

g {iputting forward for sharcholder vote resolutions for amendrents to the Company’s By-Laws or |
e 10 1 Articles of Incorporation and comyuittee charters taking such other action as may be necessary 1o |

11 |l place before sharcholders for a vote the following corporate governance proposals or policies:

< e g proposal to strengthen the Board’s supervision of operalions and compliance
o | with applicable state and federal laws and regulations;
: | e g proposal to strengthen the Company’s internal reporting and financial disclosure |
: 14 controls;
151 e g proposal to develop and implement procedures for greater shareholder jnput into |
i the policies and guidelines of the Board;
}{} ; 4 . — ¥ . .
§ e a proposal to ensure the accuracy of the qualifications of Galectin directors, |
i7 ¢ exgcutives and other emplovees;
18 ¢ a proposal to require an independent Chairman of the Board;
19 | s aprovision to appropriately test and then strengthen the Company’s internal |
operational contred functions;
20 . : . .
. Awarding to Galectin restitution from the Defendants, and cach of them, and
21 ' ’ ) ] . o
{ordering disgorgement of all profits, benefits, and other compensation obtained by the
22 4
. i Defendants;
23
24 4 . Awarding to Plaintiff the costs and disbursements of the action, including |
5 . - . s -
2 reasonable attorneys’ fees, accountants’ and experts’ fees, costs, and expenses; and
26

~]
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it Granting such other and further relief as the Court deems just and proper,

ey R
:-*k:}."f.‘?‘?

DATED this & 8 ™y of March, 2015,

LLLLLLLLLLLLLLLL L)

LEE, HERNANDEZ, LANDRUM
& GAROKFALG

By: (&SNS el
MNATASHA A,
MNevada Bar No. 7414
DAVID 8. BAVIS, BESQ.
Mevada Bar No. 11549

7575 Vegas Drive, Suite 150
Las YVegas, NV 89128
Attorneys for Plaintiff Kirsch

EIFSHITZ AND MILLER
Edward W, Miller

Foshua M. Lifshitz

821 Franklin Avenue, Suite 208
Garden City, New York
Telephone: (516} 493-9780
Facsimile: (516)288-7376
Attorneys for Plaintiff Kirsch

LANDRUM, ESO.
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VERIFICATION

L MICHAEL KIRSCH, hereby declare as follows:

3 | I am sharcholder of Galectin Therapeutics, Inc. and have continuously so owned the
4 ik? Company’s common stock during the relevant period. Under penalties of perjury, I declare that |
5 am the plaintiff named in the foregoing Second Amended Shareholder Derivative Complaint

& {“Complaint™), and know the content thereof, that the pleading is true to my knowledge, except as

7 iito those matters staied on information and belief, and that as to such matiers 1 believe to be true.

 March 18, 2015
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ACOMP

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{@lee-lawfirm.com
ddavis@lee-lawltirm.com

Attorneys for Plaintiff

DISTRICT COURT

CLARK COUNTY, NEVADA

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

Plaintiff,
_V S -

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.

Electronically Filed

03/27/2015 02:07:10 PM

R

CLERK OF THE COURT

CASE NO. A-14-706397-B

DEPT. NO. XI

PLAINTIFE’S SECOND AMENDED SHAREHOLDER DERIVATIVE COMPLAINT

COMES NOW Plaintiff, by and through his attorneys, LEE, HERNANDEZ, LANDRUM

& GAROFALQ, and hereby files his Second Amended Shareholder Derivative Complaint.
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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”) 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 other
matters, upon the investigation of counsel, which includes review of public filings with the U.S.
Securities and Exchange Commission (“SEC”), Company press releases, website postings and other
publications, news articles, publications disseminated by Company Director Defendant John
Mauldin through Mauldin Economics, LLC and its various websites and newsletters, and pleadings,
and documents filed in connection with the related pending securities fraud class action filed in the
United States District Court for the Northern District of Georgia, In re Galectin Therapeutics, Inc.
Securities Litigation, Civil Action No. 1:15-cv-00029-SC]J (the “Sccuritics Class Action”).

SUMMARY

1. Nominal Defendant Galectin is a development-stage biopharmaceutical company
founded in 2000 (under the name “Pro-Pharmaceuticals, Inc.”) by scientists Dr. David Platt Ph.D.
and Dr. Anatole Klyosov Ph.D., “the inventors of the Company’s core technology,” along with
investor Defendant James Czirr. Though the Company never made a profit or developed a drug
approved by the Federal Drug Administration (“FDA”), Galectin describes itself as a “[l]eader in
galectin science and drug development with a pipeline of novel and proprietary carbohydrate-based
drug compounds that inhibit galectins.”?

2. For ten years, the Company represented that its fruit pectin’ carbohydrate GM-CT-

01 or “DAVANAT™ targets and neutralizes the galectin coating on cancerous cells (believed by

! Form Def 14A, at 10, filed March 26, 2010; Form 8-K, Ex. 99.1, at 37, filed May 26, 2011.

2 Form 8-K, Ex. 99.1, at 3, filed on May 14, 2014; Form 8-K, Ex. 99.1, at 9, filed on February 10, 2014,
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the Company to block T-cells and chemotherapeutic drugs from killing these diseased cells) and
therefore “might significantly decrease the toxicity” of chemotherapics.” However, after years of
the Company promising but not conducting a Phase 3 study, the Company placed clinical studies
of GM-CT-01 “on hold.” Form 10-K, at 2, filed March 21, 2014.

3. With a $100 million deficit and no substantial clinical testing proceeding towards
FDA approval of any drug candidate, by June 30, 2013, the Company had just two employees in
research and development and $5.1 million in cash, enough to fund operations through the first
quarter of 2014.*

4, Desperate to raise cash, Defendants: (1) renamed the Company “Galectin
Therapeutics, Inc.”’; (2) repackaged fruit pectin based GM-CT-01 for treatment of cancer by
neutralizing galectin, as fruit pectin based “GR-MD-02” for treatment of fatty liver disease or
“NASH” (a precursor to cirrhosis and/or liver cancer with advanced fibrosis) by neutralizing
galectin; and (3) launched a stock promotion campaign promoting Galectin and its “new” lead drug
candidate, GR-MD-02, through one of the nation’s biggest stock promoters, Mauldin Economics,
LLC, owned and operated by Defendant-Director John Mauldin, and stock promotion firm
Emerging Growth Corporation (“Emerging Growth”).

3. In September 2013, Defendant Mauldin launched a new pay to subscribe stock
newsletter, “Transformational Technology Alert” (“Transformational Technology”), offering
subscribers a “free pamphlet” supposedly providing information, “with the power to make you
wealthier than you ever imagined.” The pamphlet, titled “Revealed: The 3 Hidden Companies

About to Change Every Life on Earth,” stated that “GR-MD-02 has cleared out liver fibrosis...GR-

3 Form 424B3 (Prospectus and Registration Statement), at 11, filed August 18, 2003.

4 Form 10-Q, at 15, filed August 14, 2013; Form 10-K, at 10, filed March 29, 2013; Form 10-Q, at 7, filed November
12, 2013.

> Form 8-K, Ex. 99.1, at 4, 20, 27-35, filed on May 26, 2011.
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MD-02 is the first of its kind in both effectiveness and safety.”® Based upon that false statement,
the article encouraged subscribers to invest in the Company because Galectin “has as much long-
term potential as the Pfizer or Merck stories you've seen here today.”®

6. Since its inception, Transformational Technology has on a non-stop monthly and
sometimes weekly basis praised Galectin and GR-MD-02 and encouraged subscribers to invest in
Galectin.  Mauldin’s newsletter interpreted virtually every rise in Galectin stock price as a
confirmation of value and reason to invest in Galectin, while virtually every decline was presented
as “a great buying opportunity.” For cxample, on November 6, 2013, after a dip in Galectin’s stock
price, Mauldin published a “Flash Alert” stating, “We believe this is a bullish sign and a great
opportunity to buy into a company that has a ton of potential. That's why we want you to allocate
1/3 of your planned capital to NASDAQ:GALT at the market.”

7. Defendant Mauldin never disclosed in his Transformational Technology newsletter
that he is a director of Galectin with significant Galectin stock holdings, thereby fraudulently
misleading readers to believe that Transformational Technology “expert rescarcher” Patrick Cox
and his supposed “team of analysts” were offering impartial third party analysis and opinion in
praising Galectin and advising investment therein.

8. Defendants also paid stock promotion firm Emerging Growth, through its parent
company TDM Financial (“TDM”) - a penny stock promotion firm - to draft and publish over a
dozen articles falsely promoting the prospects for GR-MD-02. The Emerging Growth articles were

published in a fashion that falsely and misleadingly led readers to believe the articles were impartial

6 Mauldin Economics, Build Transformational Wealth from Three Tiny Companies, A Special Alert by the
Transformational Technology Team, Mauldin Economics, LLC (3/9/15, 2:36 pm), available at
http://www.mauldineconomics.com/download/transformational -wealth-from-three-tiny-companies.

¢ Patrick Cox, Revealed: The 3 Hidden Companies About to Change Every Life on Earth, Mauldin Economics, LLC

(March 5, 2015, 12:20 pm), available at http://www.mauldineconomics.com/landing/att-3-hidden-companies-
revealed.
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third party analysis, as opposed to the paid advertisements they actually were.

9. As a result of the Mauldin Economics/Emerging Growth promotional campaign,
investors were led to believe Galectin was endorsed by neutral third party stock analysts and were
enticed to buy its stock, causing Galectin’s stock to trade at artificially inflated levels, doubling and
tripling in price until the promotional campaign was discovered and made public.

10. Prior to the stock pumping scheme being uncovered and investing public finding
out about the true nature of Mauldin Economics/Emerging Growth’s promotional campaign, certain
of the Defendants capitalized on the artificially inflated Galectin stock price and sold their shares
in the Company.

11. On July 28, 2014, in articles published on SeekingAlpha.com by Bleecker Street
Research and TheStreet.com by Adam Feuerstein, it became public knowledge that the glowing
reports concerning the Company by Patrick Cox, in Transformative Technology and Emerging
Growth, had been generated by the Company through stock promoters.

12. On the news that months of positive reviews of the Company’s supposcd scientific
developments had in fact been paid-for advertisement - contrary to representations by Mauldin
Economics and Emerging Growth - 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.

13. Because Defendants Czirr, Traber, Martin, Amelio and Mauldin, five of the
Company’s ten directors, clearly were aware of, tolerated and participated in Mauldin’s false and
misleading stock promotion campaign, a pre-suit demand upon Galectin’s Board 1s futile since:

(a) Czirr and Traber worked directly with Mauldin Economics’ employee,

Patrick Cox, as reflected in the pages of Transformational Technology and

further detailed below;

(b) In March, 2011, Defendant Martin, Chairman of the Nominating Committee,
and Defendant Amelio, a member of the Nominating Committee, decided
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that the nine director board of the six employee Company’ needed to add two
additional directorships by appointment and selected, screened, and
nominated John Mauldin because he “is an expert in a particular field needed
by the Company.” Defendants were no doubt aware that Mauldin was the
owner and operator of Mauldin Economics, LLC, and an expert in stock
promotion and brought him onto the Board for that purpose; and,

(c) The Galectin Board of Directors is controlled by the primary perpetrator of
and benefiter of the wrongful conduct complained of herein, Defendant
Czirr. In 2009, 10X Fund LLC (of which Defendants Czirr and Martin are
general partners and Defendant Greenberg an investor) acquired all of the
Company’s Series B preferred stock (in addition to its alrecady owned 34%
of the Company’s outstanding non-preferred stock) and the right to appoint
two directors and nominate three directors, amounting to what Defendant
Martin describes on 10X Fund’s webpage as 10X Fund’s “takcover” of the
Company.®

JURISDICTION AND VENUE

14, The Court has jurisdiction over all claims 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.

15, Venue is proper in this District Court because many of the acts and practices

complained of herein occurred in this District and Galectin is incorporated in Nevada.

THE PARTIES
16. Plaintiff 1s, and at all relevant times has been, a holder of Galectin common stock.
17. Nominal Defendant Galectin is incorporated in Nevada with its principal place of

business in Georgia. 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.

" Form 10-K, at 10, filed on March 15, 2011 (only two employees were engaged in rescarch and development and four
were involved in “financial management™).

§ Form Def 14A, at 7, filed March 21, 2014; Form DEF 14A, at 4, 6, filed April 21, 2014; Form DEF 14A, at 8, filed
March 26, 2010; The Martin Organmization (Mar. 6, 2015, 11:49 am.), available at
http://www.martinorganization.com/business-portfolio/10x-tund-1lc/.
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18.  Defendant James C. Czirr (“Czirr”) co-founded Galectin in July 2000 and has been
Chairman of the Board since February 2009 and “Executive Chairman” since February 2010 for
which full time executive officer employment Czirr was paid $437,214 in total compensation in
2013 and $292,192 in 2012. Czirr is a defendant in the Securities Class Action and is the primary
individual accused of actually generating the false and misleading statements and the false and
misleading stock promotion campaign.

19.  Defendant Rod D. Martin (“Martin”) has been Vice Chairman of the Galectin Board
of Directors, Chairman of the Nominating and Corporate Governance Committce (“the Nominating
Committee”) and Chairman of the Compensation Committee since February 2010 after he, along
with Czirr, led a takeover of the Company through the 10X Fund, as more fully detailed herein.®
Defendant Martin was Chairman of the Nominating Committee that proposed adding two additional
director positions to expand the Board from nine to eleven directors (for the six employee

Company) and the appointment of Defendant Mauldin to one of the newly created directorships.

Form 10-K, at 10, filed on March 15, 2011.

20. Defendant Arthur R. Greenberg (“Greenberg”) has been a director of the Company
and member of the Audit and Compensation Committees since August 2009 when the 10X Fund
appointed Defendant Greenberg to the Board.

21.  Defendant Gilbert F. Amelio (“Amelio”), a 10X Fund director nominee, has been a
director of the Company since February 2009, a member of the Compensation Committee and a
member of the three director Nominating Committee that proposed adding two director positions

to the Board and appointing Defendant Mauldin to one of the newly created directorships. Form

10-K, at 10, filed on March 15, 2011.

? “The 10X Fund is especially noted for its takeover and restructuring of Galectin Therapeutics.” The Martin
Organization (March 6, 2015, 11:49 a.m.), available at http://www.martinorganization.com/business-portfolio/10x-
fund-lic/.
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22.  Defendant John F. Mauldin (“Mauldin’) has been a director of the Company since
May 2011 when the Board, upon the proposal of the 10X fund directors (Czirr, Martin, Amelio and
Greenberg), added two additional director positions to expand the Board to eleven directors and
appointed Defendant Mauldin to one of the newly created directorships. Form 10-K, at 10, filed on
March 15, 2011.

23.  Defendant Peter G. Traber, M.D. (“Traber”), a 10X Fund director nominee, has,
since March 2011, been Galectin’s President and Chief Executive Officer (“CEO”) and Chief
Medical Officer for which employment Defendant Dr. Traber was paid $612,690 in total
compensation from Galectin in 2013 and $1,089,299 in total compensation from Galectin in 2012.
Defendant Dr. Traber is and has been a director of the Company since February 2009. Defendant
Dr. Traber is a named defendant in the Securities Class Action.

24,  Decfendant Kevin D. Freeman (“Freeman”) has been a director of the Company and
member of the Audit Committee since May 2011 when the Board, upon the proposal of the above
10X fund directors, added two additional director positions to expand the Board to eleven directors
and appointed Defendant Mauldin to one of the newly created directorships. Form 10-K, at 10, filed
on March 15, 2011.

25.  Defendant Steven Prelack (“Prelack™) has been a director of the Company and
Chairman of the Audit Committee since April 2003.

26.  Defendant Herman Paul Pressler, III (“Pressler”) has been as a director of the
Company and member of the Nominating Committee since May 2011.

27.  Defendant Dr. Marc Rubin (“Rubin’) has been as a director of the Company since
October 2011. Doctor Rubin is the only purportedly “independent” director on Galectin’s Board
with any scientific, medical or biopharmaceutical education.

28.  Decfendant Jack W. Callicutt (*“Callicutt”) has been the Chief Financial Officer
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(“CFO”) of the Company since July 2013. In 2013, Defendant Callicutt received substantial
compensation from the Company as his primary means of income in the amount of $853,919 in
total compensation,

29. The defendants identified in paragraphs 18 through 28 above shall be referred to as
the “Defendants”™ herein.

FACTS

DEFENDANTS’ FALSE AND MISLEADING CAMPAIGN TO
PROMOTE THE VALUE OF GALECTIN STOCK AND ATTRACT
INVESTMENT CAPITAL

A. How Defendant Mauldin Was Appointed To The Board

1. Defendants Czirr and Martin Takeover the Company
Through the 10X Fund

30.  On February 12, 2009 Defendants Czirr and Martin, through 10X Fund, L.P.,!°
became the largest single shareholder of the Company by purchasing all the shares of Company co-
founder, Chief Executive Officer and Chairman of the Board, Dr. David Platt, for an undisclosed
price. With the purchase 10X Fund became the owner of a total of 34% of thc Company’s
outstanding shares and by far the Company’s largest single shareholder.”!!

31. On February 12, 2009, 10X Capital also acquired all the Company’s Series B
preferred stock, and together with it the right: (1) to select and appoint two directors of the
Company’s Board of Directors; and (2) to nominate three directors. DEF 14A, at 4, filed April 21,

2014. Accordingly, the Company announced a “Change in Control,” because, “10X Fund will have

the right to elect or nominate five of nine members, or a majority, of our Board of Directors.” DEF

19 Defendants Czirr and Martin are the co-founders and general partners of 10X Fund, L..P. and managing members of
10X Capital Management LLC, the general partner of 10X Fund, L.P. (collectively referred to as “10X Fund”).

1 Galectin Therapeutics Reports Exercise of Another 200,000 Warrants, The Martin Organization (Mar. 18, 2015),

available at http://www.martinorganization.com/galectin-therapeutics-reports-exercise-of-another-200000-warrants/;
Form 10-K, at 21, filed March 21, 2014.
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14A, at 6, filed on April 21, 2009; http://www.martinorganization.com/galectin-therapeutics-
reports-exercise-of-another-200000-warrants/; Form 10-K, at 21, filed March 21, 2014.

32, With their newly acquired control, Defendants Czirr and Martin, who had
previously held no position on the Company’s Board and had no medical, scientific or
biopharmaceutical education, appointed themselves directors and Chairman and Vice Chairman of
the Board, respectively, with the power to nominate or appoint a majority of the Board.

33. In a single day, February 12, 2009 Defendants Czirr and Martin replaced a majority
of the Board. Defendants Czirr and Martin utilized their newly acquired power to nominate
Defendants Amelio and Traber as 10X Fund Directors, appoint Defendant Amelio to the
Nominating Committee and create an additional directorship to which 10X Fund nominated and
appointed Defendant Greenberg!? (an investor in 10X Capital”). Form 8-K, filed on August 24,
20009.

On February 12, 2009, James C. Czirr, Rod Martin, Dr. Gil Amelio and Dr. Peter

Traber were elected to the Company’s Board of Directors. Mr. Czirr and Mr. Martin

were designated as the Series B Directors and Dr. Amelio and Dr. Traber will be the

Series B Nominees. Mr. Czirr will serve as the Chairman of the Board of Directors.

Dr. Amelio and Mr. Martin were appointed to serve as members of each of the

Compensation Committee and the Nomination and Corporate (Governance

Committee of the Company’s Board of Directors. Bobby Greenberg, who will

become a Series B Nominee upon issuance of the Maximum Amount, was also

appointed to serve on the Compensation Committee.
Form 8-K, filed on February 18, 2009.
/1177

[ 117

12 “If all of the nominees are elected at the Annual Meeting, our Board of Directors will have eight members, and one
vacancy, which may be filled by the appointment of Arthur R. Greenberg, whom 10X Fund has named as the third
Series B nominee.” DEF 14A, filed on April 21, 2009.

13 DEF 14A, at 8, filed on March 26, 2010. Greenberg also is the beneficial owner of 500,000 shares. DEF 14A, at 7,
filed on March 26, 2010. In subsequent years, 10X Fund would directly appoint Defendant Greenberg to a “Series B
directorship” (“10X Fund directorship, herein”). Form DEF 14 A, at 10, filed on April 12, 2011; DEF 14A, at 9, filed
on April 20, 2012; DEF 14A, at 4, filed on April 12, 2013.
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34,  Defendants Martin and Czirr describe themselves as having “taken over” Galectin:
The 10X Fund, LP and its general partner, 10X Capital Management, LLC, were co-
founded by Jim Czirr and Rod D. Martin as a technology-focused hedge fund
headquartered in Niceville, Florida. It currently invests principally in the biotech
space, and is especially noted for its takeover and restructuring of Galectin
Therapeutics.”

See 10X Capital Management & 10X Fund, The Martin Organization (Mar. 18,
2015), available at http://www.martinorganization.com/business-portfolio/10x-
fund-llc/ (emphasis added).

2. Mass Resignation of the Company’s Scientific Leadership
Coinciding with Takeover by 10X Fund

35.  After nearly a decade since the Company was founded in 2000, by 20009,
development of the Company’s only drug candidate GM-CT-01 had bogged down and had yet to
commence a Phase 3 study. Due to the lack of progress, by the start of 2009, the Company’s stock
was trading at under one dollar, a fraction of the average in excess of $20 per share the stock had
traded at from the date the Company went public in 2003 through 2006.

36. At this low point and coinciding with the 10XFund/Czirr/Martin February 12, 2009
corporate takeover, virtually all of the Company’s scientific leadership resigned. The Company’s
CEO and Chairman of the Board of Directors, Dr. David Platt (a Ph.D. in Chemistry and a former
research scientist with the Department of Internal Medicine at the University of Michigan) resigned.
According to the Company, Dr. Platt was not only a founder of the Company, but *“‘the co-developer
of our core technology.” Form 8-K, filed on February 18, 2009.

37. Along with Dr. Platt, virtually all the directors with any scientific, medical or
biopharmaccutical education resigned from the Company’s nine dircctor Board of Dircctors.
Directors Dr. Henry J. Esber (a Ph.D. in Immunology and Microbiology with extensive successful
experience leadership positions in biopharmaceutical drug research and development), Dr. James
T. Gourzis (a Harvard A.B. in Biology and a Ph.D. in Pharmacology and Medicine with “extensive

experience in formulating scientific and regulatory strategy and heading clinical development teams
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for pharmaceutical and biotechnology products, small molecules and biologics™), and Dr. Dale H.
Conaway (a M.S. in Pathology and the former Chief Veterinary Medical Officer for the United
States Office of Research Oversight, with extensive experience in animal clinical testing) all
resigned together with CEO Dr. Platt, upon the Czirr/Martin/10X Fund takeover of the Company.
Form 8-K, filed on February 18, 2009; DEF 14A, filed on April 16, 2008.

38.  The Company rcported that there had been “no disagreement” in connection with
the February 12, 2009 mass resignation. The circumstances surrounding the most defining and
devastating cvent in the Company’s history, by which the Company’s Icadership was virtually
drained of persons with scientific, medical or biopharmaceutical education in a single day mass
resignation, was never reported to shareholders. Form 8-K, filed on February 18, 2009.

3. The 10X Fund Controlled Board, Which was Devoid of Scientific,
Medical or Biopharmaceutical Education, Appoints
Defendant Mauldin to the Board

39. Defendants Czirr and Martin, the Chairman of the Nominating Committee,
themselves have no medical or scientific education and made no effort to refill the emptied
directorships with doctors or scientists with medical, scientific or biopharmaceutical education
necessary to advance the research and development of biopharmaceutical drugs.

40, New directors Amelio and Greenberg, who were selected and appointed by 10X
Fund, have no medical, scientific or biopharmaceutical education or experience and Plaintiff
therefore states on information and belief that they therefore have made no significant contribution
to the direction of the Company in these areas.

41, Defendant Greenberg was an advertising and marketing expert brought onto the
board for that purpose. Defendant Greenberg is the owner and CEQO of Prism Technologies which

describes itself on its website as follows:

“Prism Technologics' core competency i1s providing a blend of
technology and content to digitally present a company's message,
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from a stated vision to the reality of what the customer sees on the
screen. We begin with the specific objective for the project and then
create a digital environment that attracts, engages and educates the
customer to generate a positive ROI, answering specific business
objectives such as higher brand recognition, better informed
customers, improved customer service, lower perceived wait times,
increased sales intent and alliance marketing revenue.”

Form 8-K, filed on August 24, 20009.

42, Plaintiff alleges upon information and belief that in the role of Company director,
Defendant Greenberg contributed his “core competency [of] providing a blend of technology and
content to digitally present a company's message,” in order to assist Galectin’s public relations with
investors and potential investors,

43. By late 2010, the Company had only two employees working in research and
development, directed by a board of eight “independent” directors of whom only one - Defendant
Dr. Rubin - had any scientific, medical or biopharmaceutical education or experience.

44, In April 2011, the 10X Fund Defendants (Vice Chairman of the Board and Chairman
of the Nominating Committee!* Martin, Nominating Committee member and 10X Fund nominee
director Defendant Amelio,"” Chairman of the Board Defendant Czirr, and 10X Fund investor and
appointee Defendant Greenberg) and the rest of the Board advised shareholders that the Board
required two additional directors'® (to be appointed by the board) in order:

to have a broader range of experience and expertise on the Board of Directors than

is possible if the Board size is limited to nine persons. A company such as ours

needs expertise in drug development and clinical trials, drug approval regulatory

matters, pharmaceutical commercialization, international health care trends,
corporate finance, financial reporting, and other matters.

DEF 14A, at 30, filed on April 12, 2011.

4 Form 14A, at 17, filed on April 20, 2012
15 Form 14A, at 9, filed on April 26, 2010.

16 With the additional two directorships, the board became twice the size of the Company’s six-person workforce.
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45.  On May 26, 2011, the sharcholders approved the Board’s request to appoint two
additional directors; on the same day, the Board, acting upon the proposal of the Nominating
Committee, appointed John Mauldin and Kevin D. Freeman to directorships.

46, As apparent from the director biographies included in Company Proxies, neither
John Mauldin nor Kevin D. Freeman had any experience or expertise in “drug development, clinical
trials, drug approval regulatory matters, pharmaceutical commercialization or international health
care trends” or any scientific, medical, or biopharmaceutical education or work experience.

47, John Mauldin, the owner and CEO of one of the largest stock promotion operations
in the United States, Mauldin Economics, LLC,'” disseminates stock investment advice through
various Mauldin Economics’ websites and weekly newsletters, including: Yield Shark; Thoughts
from the Frontline; Outside the Box; World Money Analyst; Bull’s Eve Investor; Things That Make
You Go Hmmm...Just One Trade; Conversations; Mauldin PRO; Tony Sagami's Rational Bear;
Transformational Technology Alert; and Over My Shoulder.

48.  In the Company’s June 2, 2011 Form 8-K announcing expansion of the Board and
appointment of Defendant Mauldin as a director, Nominating Committee Defendants Martin and
Amelio, along with the Board, did not disclose that Defendant Mauldin’s primary occupation and
source of income is due to his position as the owner and operator of Mauldin Economics, LLC,
and/or that Mauldin was a stock promoter. Instead, the Defendants described Mauldin as follows:

Mr. Mauldin is President of Millennium Wave Advisors LLC, an
investment advisory firm, and a registered representative of
Millennium Wave Securities, LLC,'®* a FINRA registered broker-
dealer. Previously he was Chief Executive Officer of the American
Bureau of Economic Research. He has many publications on

investments and financial topics, including a New York Times
bestseller and articles in the Financial Times and The Daily

17 See http://www.mauldineconomics.com.,

18 Mauldin also operates as a registered securities dealer under the apparently intentionally easily confused names,
“Millennium Wave Management, LLC,” “Millennium Wave Investments, LLC” and, “Millenum Wave Advisors,
LLC.” (emphasis added).
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Reckoning, and is a frequent guest on CNBC, Yahoo Tech Ticker and
Bloomberg TV. He holds a B.A. from Rice University and a M.Div.
from Southwestern Baptist Theological Seminary.

49. Though Defendants presented shareholders with detailed employment histories for
other directors, Defendants listed only a single prior position for Mauldin: “CEO of the American
Burcau of Economic Rescarch,” a name indicative of a not-for-profit financial research
organization easily confused with the “National Bureau of Economic Research” (the largest
independent economics research organization in the United States and home to many of the
American winners of the Nobel Memorial Prize in Economic Sciences).

50. Mauldin was, in fact, from 1980 to 1985, the “CEQO” of his own self-created for-

profit company named “American Burcau of Economic Research, Inc.,”"”

a publisher of radical-
right conspiracy theory and Christian Reconstructionist pamphlets.

51. Nominating Committee Chairman Martin and member Amelio, who claim to have
“selected and screened” their nominees, were also no doubt aware from their selection and
screening of Mauldin that in Mauldin’s publically accessible FINRA registration filing, Mauldin
listed as his employment from September 2002 through February 2004, the “Williams Financial
Group,” a firm that was in three different disciplinary cases Censured and Fined by the National
Association of Securitics Dealers during the short period of Mauldin’s employment.

52, From their selection and screening of Mauldin for a directorship, Defendants Martin

and Amclio were also no doubt awarc that Mauldin’s Financial Industry Regulatory Authority

(“FINRA”) records indicate that in 2003 Defendant Mauldin was personally Censured and Fined

19 By deleting the “Inc.” from the Company name, the title (“National Bureau of Economic Research”) indicates a not
for profit company. While 1n a benign context this misstatement of title would fairly be taken as a typographical error
or innocent mistake, the context here is not benign given the concealment of Mauldin’s primary occupation.

20 NASD Case #20050001884-01), available at www.finra.org/sites/default/files/Disciplinary Action/p015524. pdf;
NASD Case #CAF030031), available at www.finra.org/industry/monthly-disciplinary-actions-july-2003-0703; NASD
Case #CMS020220), available at www.finra.org/sites/default/files/DisciplinaryAction/ pO07453.pdf.
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$35,000 by for writing in newsletters “exaggerated and unwarranted statements and claims,”
“unwarranted projection of future performance,” and, “failure to disclose his affiliation with
the member firm by name in either of his newsletters”...i.e. precisely what Mauldin did in the
2013-2014 false and misleading stock promotion campaign for Galectin:
John Francis Mauldin (CRD #1945566, Registered Representative, Grapevine,
Texas) submitted a Letter of Acceptance, Waiver, and Consent in which he was
censured, fined $35,000, and required to file with NASD’s Advertising Regulation
Department all sales literature—except for generic newsletters that do not discuss or
otherwise reference specific securities—and advertisements written, distributed, or
used by him at least 10 days prior to their first use for six months,
Without admitting or denying the allegations, Mauldin consented to the described
sanctions and to the entry of findings that he wrote newsletters recommending hedge
funds sold by a member firm that had inadequate risk disclosures about investing in
the hedge funds, made an unwarranted projection of future performance, and made
an inaccurate statement that a hedge fund would be subject to NASD inspection,
oversight, or audit. The findings also stated that Mauldin failed to fully disclose the
amount of consideration he would receive from the member firm for referring
customers to the firm to buy the hedge funds. In addition, NASD found that Mauldin
failed to disclose his affiliation with the member firm by name in the newsletters.

(NASD Case #CAF030032)

Disciplinary and Other NASD Actions, at 440 (July 2003), available at
http://www.finra.org/sites/default/files/Disciplinary Action/p007445.pdf

53. Since Defendant Mauldin has no scientific, medical or biopharmaceutical education
or experience in the operation of a biopharmaceutical drug development company, Plaintiff alleges
upon information and belief that Defendant Mauldin was assigned to the Board by Defendants for
his core competency of stock promotions.

54, The Company’s June 2, 2011 Form 8-K announcing the appointment of Defendant
Freeman as a director, Nominating Committee Defendants Martin and Amelio, along with the
Board, stated that Defendant Freeman was, “the author of a New York Times bestselling book about
the stock market and economy.”

55. From their selection and screening of Defendant Freeman for a directorship,

Nominating Committee Chairman Martin and member Amelio knew that Freeman’s books are all
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on the subject of “economic cyberterrorism” and conspiracy theories such as “the evidence linking
rogue elements in Communist China, Russia, and Islamic finance to economic warfare against the
United States and why the Obama administration continues to look the other way.”?!

56. Since Defendant Freeman has no scientific, medical or biopharmaceutical education
or experience in the operation of a biopharmaceutical drug development company, Plaintiff alleges
upon information and belief that Defendant Freeman was assigned to the Board by Defendants for
his position as CEO of Cross Consulting and Services, LLC, an investment advisory company, with
the ability to steer investors to Galectin.

57. Defendant Czirr, Company co-founder, Chairman of the Board and Executive
Chairman, is - like Defendant Mauldin - no stranger to violation of securities laws in order to steer
investors to the Company. In a February 11, 2005 U.S. Department of Labor Administrative Law
Judge ruling, which the Company did not appeal (and therefore has the authority of a final judicial
finding of fact), the Company was found to have terminated its Vice President of Investor Relations
for objecting to the Company’s multiple violations of sccuritics laws by paying disguised
commissions to non-brokers for bringing investors to the Company’s private placement. After the
Complainant - who “was primarily responsible for directing and managing the Company’s fund
raising efforts” - objected to the illegal commission payments, she was terminated and the illegally
compensated non-brokers steering investors to the Company “were to report to Mr. Czirr rather
than to the Complainant.” 2005 DOLSOX LEXIS 5, at *29.

58.  Itis no accident that as of the date of the filing of this action, of cight “independent”

directors, Galectin’s Board of Directors has only one director - Defendant Rubin - with any

scientific, medical or biopharmaceutical education. DEF 14A, filed on March 21, 2014. The

2L http://secretweapon.org/secret-weapon/; http://www.thevillagesteaparty.org/january-13-2014-with-kevinfreeman.
html (at 1:07:35 1n the video, Defendant Freeman shares his plan to train 5,000 investment consultants to manage a half
trillion dollars to protect clients from economic cyberterrorism, followed by a discussion of Biblical prophesies).
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Company’s Board reflected Defendants Czirr and Martin’s priorities for, as detailed above, it was
Czirr and Martin who were in large part responsible for the Board’s composition.

59. The bloated 10X Fund controlled Board added two additional directorships in part
to appoint John Mauldin to a directorship for his stock promoting abilities and were aware of and
participated in the false and misleading stock promotion campaign which Mauldin spearheaded.

4. Halt in Testing of The Company’s Lead Drug Candidate GM-CT-01

60. For ten years the Company represented that its fruit pectin®? carbohydrate GM-CT-
01 or “DAVANAT!™” targets and neutralizes the galectin coating on cancerous cells (which
according to the Company, blocks T-cells and chemotherapeutic drugs from killing cancerous cells)
and therefore “might significantly decrease the toxicity” of chemotherapics. Form 424B3
(Prospectus and Registration Statement), at 11, filed August 18, 2003.

61.  After a decade trying to develop GM-CT-01 which the Company would eventually
discontinue testing upon, and after the departure of virtually its entire scientific leadership, unlike
most companies that work toward building brand awareness, Defendants desired to distance the
Company from its own failure and therefore changed its name (from Pro-Pharmaceuticals, Inc. to
Galectin Therapeutics, Inc.). Form 8-K, Ex. 99.1, at 4, 20, 27-35, filed on May 26, 2011.

62. As the failure of GM-CT-01 was becoming apparent but before the Company
officially announced discontinuation of its testing, the Company announced a new lead drug
candidate, GR-MD-02, which was suspiciously similar to its failed predecessor (fruit pectin based
carbohydrate) claiming similar chemical attributes (binding to and neutralizing galectin), though be

it for a fatty liver disease or “NASH” (a precancerous condition), rather than cancer.”

22 Form 8-K, Ex. 99.1, at 3, filed on May 14, 2014; Form 8-K, Ex. 99.1, at 9, filed on February 10, 2014,
23 GR-MD-02 was similar to GM-CT-01: “We believe the mechanism of action for GM-CT-01 and GR-MD-02 is based

upon interaction with, and inhibition of, galectin proteins, which are expressed at high levels in certain pathological
states including inflammation, fibrosis and cancer.” Form 10-K, at 3, filed on March 21, 2013.
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63.  As the Company’s announcement of the discontinuation of testing on GM-CT-01
approached in 2013, Company co-founder and Chief Scientist Anatole Klyosov, Ph.D. resigned
from the Company, a fact not reported by the Company but apparent by the lack of any mention of
Dr. Klyosov in the Company’s subsequent SEC filings. DEF 14A, filed on March 21, 2014.

64. Prior to 2010 and the resignation of Dr. Platt, the Company’s Form DEF 14A and
Form 10-K filings had prominently identified Dr. Platt and Dr. Klyosov as key employees and
stated that GM-CT-01 and the Company’s core technology had been invented by company founders,
David Platt, Ph.D., CEO, and Anatole Klyosov, Ph.D., Chief Scientist. Form 10-K, March 12, 2010.
After Dr. Platt resigned, the Company rested its claims of scientific expertise upon its Chief
Scientist Dr. Klyosov: “We believe that his (Dr. Klyosov’s) expertise, supplemented by members
of our Scientific and Medical Advisory Boards, provides us with a substantial advantage in this
relatively new arca of drug development.” Form 10-K, filed on March 15, 2011; DEF 14A, filed on
April 12, 2011; DEF 14A, filed on April 20, 2012,

65. By late 2013, having spent over ten years and more than $100 million in its effort to
develop its lead drug candidate, GM-CT-01, and losing its scientific leadership along the way, the
Company was down to just two employees in research and development and $5.1 million of cash,
enough to fund operations through the first quarter of 2014.*

66. After having promised for two years, but not commenced, a Phase 3 Trial of its sole
lead drug candidate, GM-CT-01, the Company could no longer put off admitting to investors that
it had placed clinical studies of GM-CT-01 “on hold.” Form 10-K, at 2, filed March 21, 2014, It
was in this context that Defendants executed the Company’s false and misleading stock promotion

campaign.

** Form 10-Q, at 15, filed August 14, 2013; Form 10-K, at 10, filed March 29, 2013; Form 10-Q, at 7, filed November
12, 2013.
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B. The False and Misleading Stock Promotion Campaign

1. The Launch of Transformational Technology Alert and the Coordinated
Deceptive Campaign with Emerging Growth

67. In November 2013, Mauldin Economics, LLLC (owned and operated by Defendant
Mauldin), introduced a new newsletter named “Transformational Technology Alert” on the
Mauldin Economics, LLLC’s website. Defendant Mauldin explained to readers in an introductory
teascr titled, “Revealed: The 3 Hidden Companies About to Change Every Life on Earth,” that the
newsletter’s author, Patrick Cox, had just “joined the team of expert researchers at Mauldin
Economics.”®® Mauldin told his readers that he had “become close friends” with Mr. Cox because
“we share a vision of the future and I am proud to announce Patrick has joined my team at Mauldin

26 where “Patrick’s job is to uncover the most urgent (new technology) work and report

Economics,
his findings directly to you.”

68.  Mauldin’s introductory posting presented investors with a promise of huge profits
to be made by investing in Galectin, as reflected by lines such as, “when you finish this letter,

>

please speak to your children and grandchildren,” and that following Mr. Cox’s investment
advice, “could release you from worries about struggles in retirement, providing for your family,
or making certain your children and grandchildren have every advantage starting out in life.”

69.  There was no disclosure of Mauldin’s Galectin directorship or stock holdings in

Maudlin Economics’ Transformational Technology or any other Mauldin Economics’ publication

since the introduction of Transformational Technology in November 2013.%’

2> Patrick Cox, Revealed: The 3 Hidden Companies About to Change Every Life on Earth, Mauldin Economics, LLC
(March 5, 2015, 12:20 pm), available at www.mauldineconomics.com/landing/aff-3-hidden-companies-revealed.

26 Patrick Cox, identifies himself as; “Patrick Cox, Editor, Transformational Technology Alert at Mauldin Economics.”
See http://www.mauldineconomics.com/; http://www.mauldineconomics.com/tech; http://www.

Financialsense.com/contributors/patrick-cox; http://www .businessinsider.com/author/patrick-cox#ixzz3SeP3xPO2.

7 On four occasions prior to the publication of Transformation Technologies, Defendant Mauldin referenced Galectin
in two of his newsletters: Outside the Box (12/20/11) and Thoughts from the Frontline (10/1/11, 5/3/13, 5/4/13).
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70, Mauldin’s Transformational Technology newsletter is sold to subscribers at a price
of $995.00 per year for twelve issues. The description of Transformational Technology on the
Mauldin Economics’ website reads as follows:

Transformational Technology Alert

At Transformational Technology Alert, Patrick Cox uses his 30 years of technology

research experience to uncover the breakthroughs that could transform the future.

Each month, you get specific buy and sell recommendations and the full story behind

the publicly traded firms working on disease treatments, life extension tools, and

breakthrough computing ideas that could deliver transformational benefits to society

and transformational gains to your portfolio. Few readers are prepared to witness the

amazing advances Patrick covers in Transformational Technology Alert.*

71.  Decfendants understood that investors who valued the investment analysis of “expert
researcher Patrick Cox” and the “Mauldin team of analysts” sufficiently to pay $995.00 for an
annual subscription to Transformational Technology, would be more likely to follow misleading
“analysis” and advice to buy Galectin stock.

72.  From its inception, Defendant Mauldin’s Transformational Technology has
promoted Galectin to investors and advised them to buy Galectin stock. At key moments when the
Company’s stock price declined or the Company faced negative news, Transformational
Technology rushed to the Company’s defense and served as the Company’s advocate, pumping
Galectin stock with full force.

73. On November 21, 2013, after Galectin stock declined 50% in one month,
Transformational Technology leapt into action informing subscribers that,

“I understand that Galectin Therapeutics was also targeted recently.
I'm not going to read or answer it, but I'm hoping to have Dr. Peter
Traber on video for you in the next week or so. Seriously, check out

his CV (hyperlink) and tell me who you're inclined to trust.”

Transformational Technology, November 21, 2013, Mauldin Economics, LLC.

8 Available at http:/www.mauldineconomics.com/investor-resources.

20 APP000308




(702) 880-9750

LEE, HERNANDEZ, LANDRUM & GAROFALO
7575 VEGAS DRIVE, SUITE 150
LAS VEGAS, NV 89128

S i B W o

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

74, Mauldin Economics worked hand in hand with Defendants to push Galectin stock
prices back up by producing a video “interview” of Defendant Traber® posted in Transformational
Technology on December 19, 2013, where Mauldin Economics described the decline in Galectin
stock as a buying “opportunity for your portfolio’s benefit” because of the company’s “historic”
technological breakthroughs:

“It's come under attack recently by shorters and, if experience 1s a
guide, this could continue for a while. If the price is driven down and
you believe in the company, use the opportunity for your portfolio's
benefit. This video should remind you just how historic and
disruptive the company's galectin-blocker platform really 1s.”
Transformational Technology, Mauldin Economics, December 19, 2013.

75. Building upon the unrestrained hype of Galectin (“make you wealthier than you ever
imagined”) contained in Mauldin’s introductory teaser, the “The 3 Hidden Companies About to
Change Every Life on Earth” pamphlet and virtually every issue of Transformational Technology,
contained false and misleading statements concerning Galectin and advised subscribers to invest in
the Company.*

76. By not disclosing that the publisher of Transformational Technology newsletter was
a director of Galectin with significant holdings therein, Mauldin misled readers to believe that they
were receiving impartial third party analysis and advice regarding Galectin, its products and
whether or not to invest in Galectin.

/1177
1117

1111

2% Available at https://www.mauldineconomics.com/tech/trans-tech/biotime-shows-23andme-how-its-done .

30 Transformational Technology dated, November 27, 2013, January 2, 2014, January 23, 2014, February 27, 2014,
March 27, 2014, April 24, 2014, May 22, 2014, June 26, 2014, July 24, 2014, August 28, 2014, September 25, 2014,
October 23, 2014, November 26, 2014, December 26, 2014, January 29, 2015, February 26, 2015, and, March 5, 2015,
along with monthly undated monthly 1ssues.
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2. The Deceptive Stock Promotion Campaign Misleadingly Conceals the Halt
of Testing on GM-CT-01 after ten years and $100 million, in a Flurry of
False and Misleading ‘Good News’ Releases and Articles

77, The Company prepared for the disclosure that it had discontinued testing of its long
time lead drug candidate GM-CT-01 with an avalanche of supposed good news, and carefully
embedded and concealed the disclosure itself within a much larger “good news” article.

78.  Defendants  utilized Company press releases, Mauldin  Economics’
Transformational Technology newsletter and articles by paid stock promoter Emerging Growth
(through its parent company TDM) in their deceptive campaign to convert non-news (the granting
of a patent) into big news (government endorsement of the efficacy of the Company’s new lead
drug candidate) and bad news (announcement of the ten ycar $100 million failure of the Company’s
previous lead drug candidate) into non-news.

79. The Company paid Emerging Growth for approximately thirteen articles starting in
2013 to praise the Company and prospects of GR-MD-02. These articles were false and misleading
for appearing to be objective assessments of Galectin and its leading drug candidate, and also for
containing false and misleading statements.

80. Although the Emerging Growth articles were devoted exclusively to Galectin, in the
body of the articles there was no disclosure that the articles were paid for by Galectin. Emerging
Growth circulated their articles through SECFilings.com and through the Accesswire service with
the knowledge and intent that the articles would be republished by financial news outlets such as
MarketWatch.com without any disclaimer whatsoever of the paid-for nature of the article (unlike
Emerging Growth articles on YahooFinance.com, which contain a hyperlink to such a disclaimer).

81. On January 6, 2014, Galectin 1ssued a press release entitled “Galectin Therapeutics

Receives US Patent for Combination Treatment for Liver Fibrosis.” The title and tone of the article

crcated the impression that the grant of a patent was an indication that Galectin’s GR-MD-02 had
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efficacy as a “treatment for liver fibrosis.” The granting of a patent indicates only that a compound
is unique and not previously patented. The release stated in part:

Galectin Therapeutics Receives US Patent for Combination Treatment for
Liver Fibrosis.

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.’

82.  On January 7, 2014, Emerging Growth added to the hype in an “article” issued via
Accesswire, again announcing the grant of the patent as if it were major news (Galectin has
hundreds of patents, but has yet to patent an item of any proven marketable value). The article,
without any disclosure in its text indicating that it was paid for by Galectin, was entitled “Galectin
Therapeutics Receives Patent for Combination Treatment for Liver Fibrosis.””!

83.  The January 7, 2014 Emerging Growth article also falsely stated that data from a
Phase 1 study indicated that GR-MD-02 was a “breakthrough.” Because Phase 1 trials are designed
to test whether a proposed drug is dangerous to patients and there were only eight subjects in the

carly stage of the Company’s Phase 1 study (two of whom were given placebos and six GR-MD-

02) which was itself only at an initial stage, the incomplete study had little statistical significance

31 Available  at  http://www.marketwatch.comy/story/galectin-therapeutics-receives-us-patent-for-combination-
treatment-for-liver-fibrosis-2014-01-06.
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for anything other than its initial indication that the drug did not cause significant harm to six
patients (not a surprise given that GR-MD-02 is a fruit pectin based compound). Nonetheless, the
January 7, 2014 article stated in part, “With no approved treatments for fatty liver disease with
fibrosis, the breakthrough is very important for investors.”

84.  Mauldin Economics repeated and amplified the Company’s and Emerging Growth’s
deceptive statements by blatantly declaring GR-MD-02’s efficacy to have now become a “fact”:
“The fact that the drug showed real benefit,” a scientifically preposterous statement for a drug that
had not yet even completed its Phase 1 study. Transformational Technology, June 25, 2014,
Galectin Therapeutics Announces Preclinical Oral Efficacy, Mauldin Economics, LLC,

85.  As January 15, 2014 approached - the date upon which the Company would
announce that testing of GM-CT-01 was “on hold” - the magnitude of the Company’s deceptive
‘cood news’ campaign intensified:

e On January 8, 2014, the Company 1ssued a press release entitled “Galectin

Therapeutics Reports on Key 2013 Scientific, Development and Regulatory

Milestones, Highlights Corporate and Financial Activity,” further touting the
Company’s purported 2013 accomplishments,

e On January 13, 2014, the Company issued a press release entitled “Galectin
Therapeutics Announces Completion of Enrollment in First Cohort of Phase 1
Trial of GR-MD-02 in Fatty Liver Disease with Advanced Fibrosis” announcing
that patient enrollment in the first cohort of the Phase 1 GR-MD-02 was
complete. In the January 13, 2014 press release, defendant Traber claimed that
“[c]omplction of enrollment in the first cohort is an important step toward
Galectin Therapeutics’ objective of bringing a first- in-class treatment to the
millions of Americans suffering from fatty liver disease with advanced fibrosis.”

86. In the face of all of the supposed good news in the first half of January 2014,
Galectin’s stock nearly doubled shooting up from $8.47 per share to $15.10 per share on heavy
volume. With the witching hour of January 15, 2014 rapidly approaching, the 10X Fund
Defendants shamelessly cashed in just days before the announcement that the Company had placed

testing of GM-CT-01 *““on hold.”
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87. On January 10 and 13, 2014, days before the Company announces its halt of testing
on GM-CT-01, Defendants Czirr and Martin caused the 10X Fund to sell 42,000 shares of its
Galectin stock at $16 per share and 58,000 shares at $14 per share, reaping proceeds of $672,000
and $812,000, respectively, and by January 10, 2014, through the at-the-market financing vehicle

(the “ATM Offering”), the Company sold a total of 2,391,204 shares of common stock for gross

proceeds of $23,883,137.

88.  On January 15, 2014 the Company buried its announcement of its discontinuation
of efforts to develop GM-CT-01 within a long “good news” article bearing the “good news” title:
“Galectin Therapeutics Supports Investigational New Drug (IND) Application for its Galectin
Inhibitor GR-MD-02 in Mctastatic Mclanoma,” stating in part:

Norcross, GA (January 15, 2014) — Galectin Therapeutics Inc. (NASDAQ:
GALT), the leading developer of therapeutics that target galectin proteins to treat
fibrosis and cancer, today announced that Providence Portland Medical Center
filed an Investigational New Drug (IND) application with the U.S. Food and Drug
Administration (FDA) on December 27, 2013 to study GR-MD-02 in combination
with Yervoy (ipilimumab) in a Phase 1B study of patients with metastatic
melanoma. GR-MD-02 is Galectin Therapeutics’ proprietary molecule that binds to
and inhibits galectin proteins, predominantly galectin-3.

The application was prompted by findings from a preclinical study led by tumor
immunology expert William L. Redmond, Ph.D., of the Providence Portland
Medical Center’s Earle A. Chiles Research Institute (EACRI). The preclinical
study found that GR-MD-02 increased tumor shrinkage and enhanced survival in
immune competent mice with prostate and breast cancers when combined with
one of the immune checkpoint inhibitors, anti-CTLA-4 or anti-PD-1. These findings
suggest a role for GR-MD-02 in cancer immunotherapy.

“The IND filing to study GR-MD-02 in conjunctive use with Yervoy in patients
with metastatic melanoma is an important milestone for both Providence Portland
Medical Center and Galectin Therapeutics,” said Dr. Peter G. Traber, President,
Chief Executive Officer and Chief Medical Officer, Galectin Therapeutics.
“Preclinical data have shown that GR-MD-02 holds immense potential for
increasing the effectiveness of other therapies and may be an important approach in
enhancing cancer immunotherapy.”

If the application is approved by the FDA, the Phase 1B study will be conducted by

the EACRI under principal investigator Brendan D. Curti, M.D. EACRI and
Providence Cancer Center researchers have been leaders in immunotherapy
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research and translational clinical trials in melanoma and other cancers.

“The Phase 1B study will determine if GR-MD-02 enhances the probability of
melanoma response with ipilimumab by inducing proliferation, activation and
memory function of CD8+ T cells,” said Dr. Curti, the trial’s principal investigator,
a medical oncologist and director of the Providence Biotherapy Program at EACRI.
“The combination of GR-MD-02 and ipilimumab has a strong scientific rationale
based on Dr. Redmond’s laboratory work. This study represents a novel approach
for patients with metastatic melanoma.”

The study will employ a 3+3 Phase 1 design with dose escalation of GR-MD-02
in conjunction with the standard therapeutic dose of ipilimumab in patients with
advanced melanoma for whom ipilimumab would be considered standard of care.
In addition to monitoring for toxicity and clinical response, blood samples will be
obtained to assess immunologic measures relevant to galectin biology and
ipilimumab T-cell check-point inhibition. Galectin Therapeutics will provide its
proprietary compound GR-MD-02 to EACRI researchers, as well as supply
researchers with supporting analysis of the pharmacokinetics of GR-MD-02 and the
right to reference the Company’s open IND on GR-MD-02,

89. Buried deep within the body, at the end of the exceptionally long and scientifically
detailed press release it was mentioned that GM-CT-01, had been “placed on hold™:

Separately, the Cancer Centre at the Cliniques universities Saint-Luc and the
Ludwig Institute for Cancer Research (LICR), in agreement with Galectin
Therapeutics, placed on hold its Phase 1/2 trial evaluating the safety and efficacy
of another galectin inhibitor, GM-CT-01, in combination with an experimental
peptide vaccine for the treatment of advanced metastatic melanoma. Dr. Jean-
Francois Baurain, the trial’s principal investigator, medical oncologist and
director of the melanoma clinic of the Cancer Center at CUSL, said, “The trial
was unable to enroll sufficient patients with advanced stage melanoma due to the
high selection criteria of patient candidates for the peptide vaccine and the recent
availability of Yervoy in Europe as a treatment increasing the overall survival of
mctastatic melanoma patients.” A total of three patients completed the trial with no
serious adverse events attributed to drug treatment and with two patients having a
mixed response and one having progressive disease.

90.  However, the most critical misinformation undertaking of the Company’s campaign
was delegated to the most skilled professional stock promoter, Defendant Mauldin, who was tasked
with the “day after” job of pumping Galectin the day after the January 15, 2014 announcement of
the discontinuation of testing on GM-CT-01.

91. On January 16, 2014, Transformational Technology devoted most of its issue to
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Galectin. The article contained the false representation that GR-MD-02 had been demonstrated to
be, “one of the most important anti-cancer breakthroughs of all time.” The article failed to disclose
that the proceeding day Galectin had announced discontinuation of testing on GM-CT-01, to which
the Company had devoted ten years and $100 million.

“The company's carbohydrate drugs have a powerful binding affinity to the T
cell receptors that are attacked by cancers' galectin-3s. This means that,
with the help of these carbohydrates, cancers can no longer shut down T
cells. As a result, the immune system is much more able to recognize, adapt
to, and deal with cancers. When this technology is combined with one of
several new anti-cancer drugs, | believe that the disease will be largely
beaten.”®?

Galectin Therapeutics Moves as Liver Drugs
Gain Spotlight

By Patrick Cox
January 16, 2014
Dear TransTech Reader,

You've probably noticed that Galectin Therapeutics (GALT) has moved
strongly upwards. This is due to several complementary forces...

Because the Intercept study did not use late-stage NASH patients, we
wouldn't really expect data regarding changes in fibrosis. That would require
testing in late-stage NASH patients, which is what the Galectin Therapeutics
ongoing Phase 1 trial should determine...

Nevertheless, the news was good for Intercept as well as Galectin
Therapeutics. Investors seemed to grasp, for the first time, the enormous
value of the unmet liver disease market...

While we don't yet know to what extent OCA prevents fibrosis, it's clear
to me that it won't actually reverse fibrosis. Galectin Therapeutics'
complex carbohydrates, however, do just that. In preclinical animal and
human cell tests, we've seen that fibrosis can't take place if galectin-3 activity
is blocked. This results in the elimination of fibrotic, or scar, tissue...

Sometimes, unfortunately, scar tissues form for the wrong reasons, such as

32 Quotes from articles are, to the extent possible, reprinted herein in the original fonts and font size in which they were
published.
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autoimmune dysfunction, excess radiation, chemical irritants, or pathogens
such as bacteria, fungi, or viruses. When fibrosis occurs in the lungs, it is
called pulmonary fibrosis.

The buildup of connective tissue in the lungs impedes normal respiration and
can be fatal. In the liver, it results in cirrhosis which can interfere with liver
function. Currently, the only treatment for either condition is transplantation
using a healthy organ, which is obviously not optimal even when possible.

Preclinical tests by Galectin Therapeutics indicate, however, that it is
possible to reverse fibrosis by blocking galectin-3 activity in both the lungs
and the liver. Other tests show the same reversal of the scarification process
in the kidneys. | hope, of course, that Intercept Pharmaceuticals' OCA drug
does help prevent liver disease. The promise of Galectin Therapeutics' anti-
fibrotic platform, though, is orders of magnitude greater.

The Three Great Accelerators of Aging

The dawn of the 21st century has seen enormous unexpected progress in
sciences that impact length of healthy life spans (health spans). What has
emerged is that most people's lives are prematurely shortened by one of at
least three mechanisms. We have only begun to understand these
mechanisms in the last few decades.

The premature Kkillers are mitochondrial dysfunction, autoimmune
inflammation, and fibrosis. In truth, all three of these mechanisms are
probably interrelated in ways that we don't yet understand. Nevertheless, the
evidence indicates that each of these causes of accelerated aging can be
addressed separately through very different therapies.

Galectin Therapeutics' platform addresses the entire range of fibrotic
diseases and the accelerated aging it causes. I'm not talking only about the
lungs, liver, and kidney, however. Fibrosis is a major contributor to most
organ failures. It is also the root cause of diseases and conditions ranging
from arthritis and cataracts to wrinkled skin and Peyronie's disease.

On a personal note, | have Dupuytren's contracture, a relatively minor fibrotic
condition of the hand also known as "Viking disease" or "Celtic hand."
President Reagan had surgery for the condition, as do many, but I'd prefer
to reverse my collagen deposition via Galectin Therapeutics' non-toxic plant
sugars.

The only company in our portfolio with a comparably enormous biotech
platform is the leader in regenerative medicine, BioTime (BTX). Very few
people outside the research community understand the potential of either
company, which is why they remain undervalued. Oh, and | haven't even
mentioned that the same natural plant sugars responsible for reversing the
process of fibrotic deposition are also one of the most important anti-cancer
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breakthroughs of all time.

Cancers attack and blind our immune system using the same galectin-3
proteins that are central to fibrotic scarification. The company's
carbohydrate drugs have a powerful binding affinity to the T cell
receptors that are attacked by cancers' galectin-3s. This means that,
with the help of these carbohydrates, cancers can no longer shut down
T cells. As a result, the immune system is much more able to recognize,
adapt to, and deal with cancers. When this technology is combined
with one of several new anti-cancer drugs, | believe that the disease
will be largely beaten...

Personally, | don't spend a lot of time thinking about short-term returns as
I'm focused far more on the long rollout of this platform. The Mauldin
Economics analysts, however, are doing their best to make short-term gains
as good as possible and | appreciate efforts to duplicate some of the success
that my channel traders have enjoyed...

92. False and misleading Company “press releases” and Emerging Growth “articles”
provided Mauldin the grist he needed for his announcements that Galectin was on the cusp of a
“historic breakthrough.” Company and Emerging Growth articles bookending Mauldin’s articles
misleadingly lent support to Mauldin’s even more blatantly false and audacious claims.

93.  In a coordinated campaign of deception, after Mauldin’s January 16" article cited
above, the Company issued the following press releases in short order:

e January 21, 2014: Galectin press release: “Preclinical Study Demonstrates Effect of
Galectin Inhibitor on Serum Biomarker in Fatty Liver Discase with Fibrosis,” further
touting GR-MD-02’s potential with Defendant Traber representing that “these results
in this preclinical model of NASH show that improvement in NASH and fibrosis with
GR-MD- 02 treatment appear to correlate with plasma levels of hyaluronic acid, a
biomarker that has been shown in multiple human studies to correlate with liver
fibrosis.”

e January 27, 2014: Galectin press release announces that Galectin had established and
formed Galectin Sciences, LLC (“Galectin Sciences”) with SBH Sciences, Inc., a
company located in Natick, Massachusetts, which describes itself as a world leader in
cell-based assays to measure biological activity and developer of cytokines, growth
factors, biologics and monoclonal antibodies. According to the January 27, 2014 press
release, Galectin Sciences “will build on the scientific body of knowledge amassed by
SBH Sciences, coupled with Galectin Therapeutics’ knowledge and expertise of
galectins’ pathological role and mechanism of action in inflammation, fibrosis and
many cancers”’ and defendant Traber touted the formation of Galectin Sciences as
representing “a significant step forward in the research of galectin proteins and
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demonstrates both companies’ confidence in galectin inhibitors as potential
treatment options for diseases with large unmet medical need.”

e February 3, 2014: Galectin press release announces that the FDA “agreed that a Phase
1B clinical trial of the galectin inhibitor GR-MD-02 in combination with Yervoy
(ipilimumab) in paticnts with metastatic melanoma may proceed,” with Defendant
Traber touting this development as “a critical step in secking a new trecatment option
for metastatic melanoma.”

e February 6, 2014: Mauldin Economics LLC publishes What Does the IND Phase 1B
Trial for Galectin Therapeutics Really Mean? in which the Phase 1 safety trial was
once again misleadingly interpreted as an indication of the efficacy of GR-MD-02,

94,  Building upon and reprinting the Company’s January 27, 2014 press rclease, on
February 13, 2014, Emerging Growth issued an “article” via Accesswire and published on
MarketWatch.com, entitled “Galectin  Therapeutics Leaps Ahcad with SBH  Sciences
Partnership.” The article claimed that the Galectin-SBH Sciences had entered a joint venture
which was an “idcal strategic fit” transforming Galectin into an acquisition target. For rcasons
detailed below, this was a false statement.

95. The February 13, 2014 Emerging Growth article, as published on

MarketWatch.com, reads as follows in its entirety. The article contains no disclosure whatsoever

of the fact that it was a paid advertisement, nor any disclaimer hyperlink to any such disclosure:

ACCESSWIRE

Galectin Therapeutics Leaps
Ahead with SBH Sciences
Partnership

Published: Feb 13, 2014 11:02 a.m. ET

Feb 13, 2014 (ACCESSWIRE via COMTEX) -- A growing body of research on
galectins is demonstrating the important role that this family of carbohydrate-
binding proteins plays in T-cell survival, fibrosis of organs, allergies, deadly

33 Available at http://www.marketwatch.com/story/galectin-therapeutics-leaps-ahead-with-sbh-sciences-partnership-
2014-02-13.
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diseases like cancer, regulation of many immune responses and much more. Only
defined about two decades ago, 15 different mammalian galectins have now been
identified, with overexpression of specific galectins implicated in a variety of
diseases. The potential of this emerging science is tremendous, to say the least, to
help bridge gaps in a broad range of deadly or debilitating disorders with great unmet
medical need.

Galectin Therapeutics Inc. GALT, 4+3.61% a pioneer in research and development
of galectin-inhibiting compounds, scored a big win for their company and the
industry in January by forging a new alliance with SBH Sciences. The companies
established Galectin Sciences, LLC, a joint venture that will initially focus on
developing small organic molecule inhibitors of galectin-3 for oral administration.
The two companies are an ideal strategic fit. Galectin Therapeutics has a promising
pipeline of drug candidates, with GR-MD-02 in a phase 1 clinical trial for treatment
of nonalcoholic steatohepatitis (NASH) with advanced fibrosis. GR-MD-02 was
also was recently approved by the FDA to proceed with a phase 1b clinical trial in
combination with Bristol-Myers Squibb's BMY. +1.24% Yervoy to treat metastatic
melanoma patients.

As a Contract Research Organization, SBH Sciences i1s primarily a services
company, providing products and services to more than 120 clients worldwide,
mostly in the areas of oncology and inflammation. Using its expertise in computer
molecular modeling and in vitro screening, SBH is becoming more involved with
its own drug development programs, rather than just shepherding other companies
into clinical trials. According to the press release announcing the partnership, SBH
has already identified several small molecules that act to inhibit galectin-3 that are
worthy of more extensive research.

Forming Galectin Sciences, rather than SBH contracting Galectin Therapeutics or
vice-versa, 1s a succinct move that incentivizes both companies because now they
each have skin in the game. Galectin Therapeutics gains access to promising new
drug candidates while mitigating R&D expenses and SBH gets Galectin
Therapeutics' decades of experience and knowledge in galectin proteins.

Galectin Sciences was assembled to focus its resources on the development of new
oral drugs targeting galectins, which will serve a great complement to the drugs
already in clinical trials by GALT. GR-MD-02 and GM-CT-01 are designed for
intravenous administration and work very well for fatal diseases like liver fibrosis
and cancer that can be treated with a weekly dosing regimen. Every disease has a
target product profile and while IV administration will provide the best results in
some indications, oral delivery can be more appropriate for others, such as chronic
diseases and conditions. These diseases where a pill is best served will be the initial
targets for the new JV. With diversified delivery systems, GALT 1s well positioned
to develop a broad range of galectin inhibitors that match target product profiles.

Pills are generally the drug delivery method of choice by patients and physicians
regarding chronic conditions simply because of convenience, which often improves
quality of life and compliance. From a payer perspective, oral medications are often
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favorable because they are less expensive. Consider why Gilead Sciences GILD, -
0.21% was willing to dish-out $11 billion to acquire Pharmasset in 2011. The main
driver was Pharmasset's PSI-7977, an all-oral hepatitis C therapy that was pegged
by many as the replacement for injections of interferon, the standard of care for the
disease.

We reached out to Dr. Peter Traber, president, CEO and CMOQO at Galectin
Therapeutics, who explained that the sights are set for Galectin Sciences to explore
new target indications where oral therapies are the most viable and favorable. This
includes chronic conditions such as allergies, eczema, arthritis and atherosclerosis.
"Blockbuster drugs like Pfizer's PFE, +0.35% Lipitor likely would never have
achieved the incredible success that they have if they didn't come in pill form,"
Traber said in a phone conversation. In addition to the promising compounds already
identified, Traber believes that SBH Sciences’ proficiency in assays and compound-
screening technologies will play a key role in new drug discoveries in the future.

It is evident that this bolt-on drug discovery machine that Traber describes could
allow Galectin Therapeutics to maintain its leadership position in the galectin space
for years to come. It is also arguable that the new portfolio company will make
Galectin Therapeutics more attractive as a partner or acquisition target in the future.
The clinical advancements of GR-MD-02 and GM-CT-01 in the past year have
resulted in significant share appreciation for GALT. Rightfully so, these flagship
programs are clearly the backdrop of the company and measuring stick for its market
valuation. Going forward, though, Wall Street should start to factor-in the new
Galectin Sciences asset as it builds and discloses the products in its pipeline, which
could add significant value if comparable to the drugs candidates that Galectin
Therapeutics has already taken into the clinic.

http://www.accesswire.com/img.ashx?1d=411904,

Copyright 2014 ACCESSWIRE>

96. The February 13, 2014 Emerging Growth article made false and misleading
statements by presenting the Galectin—-SBH Sciences transaction as a partnership or joint venture.
In fact, SBH Sciences is a contract testing lab that Galectin paid $400,000 to perform research and
development, as indicated in the Company’s 2014 Form 10-K: “a $400,000 cash investment to fund
future research and development activities, which was provided by Galectin, and specific in-process

research and development provided by SBH Sciences.” Though the arrangement may have been

3% Available at http:www.marketwatch.com/story/galectin-therapeutics-leaps-ahead-with-sbh-sciences-partnership-

2014-02-13.
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legally dressed up as a partnership, it was not true that it was a succinct move that incentivizes both
companies because now they each have skin in the game. Galectin paid SBH Sciences $400,000
for research and development — SBH Sciences had no “skin in the game.”

97. Mauldin exceeded the above false and misleading claim that Galectin had entered
into a joint venture with a scientifically respected company, with an even more blatantly false
statement. Transformative Technology reported that Galectin had announced “a major partnership
with a household-name pharma company,” the dream of all biopharmaceutical development stage

companies and something that never happened for Galectin:

In other words, this company might hold the cure to cancer.
In all its forms.

Plus, this company recently announced a major
partnership with a household-name pharma company.

This collaboration could, in time, have enormous stock
market implications.>

98. The February 13, 2014 Emerging Growth article also falsely stated that “GR-MD-
02 and GM-CT-01 work very well for fatal diseases like liver fibrosis and cancer that can be treated
with a weekly dosing regimen.” There was no clinical study result supporting this contention, as
the Company would have to admit on July 29, 2014,

99.  The Company’s January-February full court press of false and misleading “good
news” articles, amplified by Mauldin’s e¢ven more blatantly false statements, culminated in a
February, 2014 Mauldin Economics issue of Transformational Technology in which “the analysts”

urged investors to buy Galectin up to a target price of $20 per share:

35 Available at http://www.mauldineconomics.com/landing/aff-3-hidden-companies-revealed.
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Galectin Therapeutics

GALT has been very busy over the last month. As Patrick mentioned in his
weekly update, the company announced the formation of Galectin Sciences
LLC, which aims to develop oral forms of its drugs for cancers and fibrosis.
This new business is a partnership with SBH Sciences, which was described
in GALT's press release as “a world leader in cell-based assays to measure
biological activity and developer of cytokines, growth factors, biologics and
monoclonal antiobodies.”

After taking this and other positive news related to GALT into account, we

feel it's prudent to raise the company’s target price to $20. For those who

have been following our instructions, continue to hold your position.

New subscribers: Buy 50% of your Nasdaq: GALT position at the market.

100. Defendants had effectively buried the bad news of the ten year-hundred million
dollar failure of GM-CT-01 in a mass of false and misleading supposed good news. As a result, by
the end of February, Galectin stock rose to over $18 per share, an all-time high.

101.  From its first issuc in late 2013 through the present date, Mauldin’s newsletter
supposedly provided exhaustive analysis of the Company by Mauldin’s “team of analysts” led by
“expert rescarcher” Patrick Cox, but failed to disclose that virtually the entire scientific leadership
of the Company had resigned on February 12, 2009 and that the two scientists who had founded
the Company and had “invented GM-CT-01 and the Company’s core technology” had resigned.

102. In its introductory pamphlet, Transformational Wealth From Three Tiny
Companies,*® Patrick Cox told his readers a captivating story about how after Dr. Anatole Klyosov
fled the Soviet Union, the “brilliant biochemist called a friend in Moscow who still had access to
his old office and asked that a particular container be sent to him.” Cox informed investors that
Galectin now had the supposedly huge scientific breakthrough held in the container, but did not

mention that by 2013, Dr. Klyosov and Dr. Platt, the two scientists who founded the Company and

together published the only book devoted to so-called “galectin” science, had resigned along with

36 Available at http://www.mauldineconomics.com/download/transformational -wealth-from-three-tiny-companies.
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virtually all directors with any medical, scientific or biopharmaceutical education:

Build Transformational Wealth from Three Tiny Companies

For a very long time, Western and Eastern science took separate but often
parallel paths. While science and technology moved forward in Europe and
North America, it diverged somewhat in Eurasian Russia and Eastern
Europe. Before modern telecommunications and air travel, this was due
primarily to the great distance and language barriers. With the rise of
Communism, the Iron Curtain reinforced the distrust and division between
the scientific communities. Some communication took place between the
East and West, but there were also many secrets.

The Soviet Union was brutal and inefficient in many ways, but it funneled
massive resources into endeavors such as athletics, ballet, and science.
Excellence in these areas was a ticket to the good life, and as a result, many
brilliant scientists emerged in the USSR.

One of the most notable was biochemist Alexander Oparin, sometimes
called the Darwin of the 20th century. As a founder of the prestigious
Biochemistry Institute at the Academy of Sciences of the USSR, he had
privileges that few (other than top party officials) enjoyed. This allowed him
to indulge his obsession with the complex carbohydrates that provide the
structural strength for plants.

Oparin had no apparent utilitarian goal in mind as he studied these plant
sugars. Though the molecular structure of these complex carbohydrates is
undoubtedly fascinating, it's also true that his research provided a reason for
him to travel the world in search of exotic plants.

When Oparin retired, he handed control of the Biochemistry Institute to his
protége, the brilliant biochemist, Anatole Klyosov. The work on plant sugars,
including travel to exotic locales, continued under Klyosov, who secretly
detested Communism.

When the USSR collapsed, funding for science came to an end, and the
West enjoyed an unprecedented wave of emigrant scientists. Klyosov took
a job at Harvard Medical School. Coincidentally, work was being done on a
new class of cellular receptors called galectins.

Every cancer is slightly different, and different cancers are often treated in
different ways. However, a common feature among most cancers is that
cancerous cells protect and hide themselves from the body's cancer
detectors. The way that cancer does this is through a process known as the
“galectin effect.”

According to research, galectin-3—a protein produced by most human
cancers—binds to and blocks T lymphocytes. Under normal conditions,
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these lymphocytes attack and kill cancer-infected cells, but galectin-3 acts
as a shield that prevents the cancer from being discovered and corrected.

Klyosov watched this research unfold from his position at Harvard Medical
School, and it occurred to him that the complex plant sugars he had studied
in Russia included similar molecular elements. He called a friend in Moscow
who still had access to his old office and asked that a particular container be
sent to him.

A series of experiments with those plant sugars proved to him that his plant
sugars bonded to the same receptors as galectin-3s. In fact, these harmless
carbohydrates (which actually qualify as food) seemed to have stronger
bonding properties.

Following many missteps as a young startup, the company has recovered
and is testing GM-CT-01 (Davanat), which binds to T cells at the same site
targeted by galectin-3s. The prestigious Ludwig Institute of Cancer Research
in Brussels, Belgium, is currently moving the drug candidate through Phase
1/2 clinical trials in conjunction with a tumor vaccine in patients with
advanced melanoma.

Prior to the human trial, however, cancer cells along with T cells infected by

their galectin-3s were exposed to the company’s plant sugar, technically a

galactomannan. Remarkably, the dying T cells were resurrected and began

to aggressively kill the cancer cells.?’

103. Mauldin also failed to ever disclose that the Company spent ten years and $100
million on an effort to develop supposed cancer drug GM-CT-01 which was “on hold.” Instead,
Defendant Mauldin’s Transactional Technology published a false and misleading narrative for the
Company, casting the move from GM-CT-01 to GR-MD-02 as an intentional strategic business
move cleverly positioning Galectin for “historic” profits in the future.

104. In the February 2014 issue of Transactional Technology, Mauldin Economics,
explained that the Company had shifted from the “cancer business” to the “liver business” (GR-
MD-02 supposedly treats fatty liver discase) because cancer is becoming a “minor and treatable

disease,” while liver disease is “such an enormous unaddressed market,” an outrageously false spin

on the Company’s history which Transactional Technology repeats to this day. In part on that basis,

37 Available at http://www.mauldineconomics.com/download/transformational -wealth-from-three-tiny-companies.
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Mauldin advised investors to buy Galectin up to a price of $20 per share:

New oncology drugs coming on to the market in the next several years will
transform cancer into a minor and treatable disease, meaning that the
company would share revenues in an increasingly crowded market.”
Fibrotic diseases, however, have no effective therapies. This includes fatty-
liver disease, kidney disease, and pulmonary fibrosis, among many others.
So Galectin Therapeutics stands to dominate this new and incredibly
lucrative field. For example, in terms of revenues, fatty-liver disease is
smaller than cancer, but Galectin Therapeutics’ lion share of the profits
would be historic.

Transformational Technology, What Does the IND Phase 1B Trial for Galectin
Therapeutics Really Mean?, February 6, 2014,

Despite extremely positive data in their liver fibrosis trials, which I've

discussed in depth, the company’s stock price is vacillating wildly, providing

huge opportunities for channel traders.

Incidentally, | spoke recently with Galectin Therapeutic’'s chair, Jim Czirr. He

mentioned that the company is now recruiting patients for the trial of their

anticancer drug for metastatic melanoma in combination with Yervoy.

As you probably know, the company started out in the cancer business but

added liver disease to their pipeline because it's such an enormous

unaddressed market. Cancers and fibrosis, however, both require the
presence of galectin-3 proteins, which the company’s carbohydrates block.
Transformational Technologies, March 5, 20135.

105. Mauldin’s “team of analysts” led by “expert researcher” Patrick Cox, also failed to
ever disclose that the Company’s replacement lead drug candidate GR-MD-02 was suspiciously
similar to its failed predecessor (fruit pectin based carbohydrate) claiming similar chemical
attributes (binding to and neutralizing galectin), though be it supposedly for a different disease
(fatty liver discasc or “NASH” - a precancerous condition - rather than cancer).

106.  During the first six months of 2014, Transformational Technology served as a virtual
mouthpiece for Galectin. Fawning over the Company month after month and sometimes week after

week, Mauldin Economics’ Transformational Technology promoted Galectin’s share price up,

never revealing that the Company’s owner was a Galectin director.
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107.

Mauldin’s fist article of 2014 was typical of what would follow, gushing over the

supposed “historic breakthrough™ of Galectin’s new lead drug candidate:

Galectin Therapeutics Moves as Liver Drugs
Gain Spotlight

By Patrick Cox

January 16, 2014

...Nevertheless, the news was good for Intercept as well as Galectin
Therapeutics. Investors seemed to grasp, for the first time, the enormous
value of the unmet liver disease market....

While we don't yet know to what extent OCA prevents fibrosis, it's clear to
me that it won't actually reverse fibrosis. Galectin Therapeutics' complex
carbohydrates, however, do just that. In preclinical animal and human cell
tests, we've seen that fibrosis can't take place if galectin-3 activity is blocked.
This results in the elimination of fibrotic, or scar, tissue...the most important
anti-cancer breakthrough of all time.”

108. On January 22, 2014, Mauldin Economics, LLC published an article titled:
Galectin Therapeutics Jumps on Study
Results, Patent Approval

By Patrick Cox

January 22, 2014

...Both Patrick and the analyst team agree that Galectin has a ton of room
to grow. We're also convinced that the recently released study makes
Galectin’s future look even brighter, which Patrick elaborated on in last
week’s update.

109.  On January 30, 2014, Mauldin Economics published an article titled:

Screaming Toward the Biotech Singularity:
BioTime, Galectin Therapeutics, and More

By Patrick Cox

January 30, 2014
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January 18, 2014

Dear TransTech Reader,

2

3 You've probably noticed that Galectin Therapeutics {GALT) has moved
= strongly upwards. This is due (o several complementary forces...

4

i Because the Intercept study did not use late-stage NASH patienis, we
24 wouldn't really expect data regarding changes in fibrosis. That would

| require tesiing in laie-stage NASH patlients, which is whatl the Galeclin
Therapeutics ongoing Phase 1 trial should determine. ..

| Nevertheless, the news was good for intercept as well as Galectin
B Therapeutics. Investors seemed to grasp, for the first time, the enormous
| value of the unmet liver dissase market. ..

< 9
10 5 While we don't yet know {0 what extent OCA prevents fibrosis, it's
5 | clear to me that it won't actually reverse fibrosis. Galectin
' 11| Therapeutics' complex carbohydrates, however, do just that In
preclinical animal and human cell tests, we've seen that fibrosis can't take
12 4 place if galectin-3 activity is blocked. This resulls in the slimination of
13 ; fibrotic, or scar, tissue...
14 Sometimes, unforfunately, scar tissues form for the wrong reasons, such
0 i as autcimmune dysfunction, excess radiation, chemical imitants, or
= i5 pathogens such as bacteria, fungi, or viruses. When fibrosis occurs in the
2 . jungs, it is called pulmonary fibrosis.
17 The buildup of connective fissue in the iungs impedes normal respiration
T and can be fatal. In the liver, it resulls in cirrhosis which can interfere with
18 iver funclion. Currently, the only trealment for either condition is
H transplantation using a healthy organ, which is obviously not optimal even
19 4| when possible.
26 1 Prechinical fests by Galectin Therapeutics indicale, howevar, that i is
21 possible to reverse fibrosis by blocking galectin-3 activity in both the lungs
| and the liver. Gther tests show the same reversal of the scarification
29 | process in the kidneys. | hope, of course, that Intercept Pharmaceuticals'
QCA drug does help prevent liver disease. The promise of Galectin
23 { Therapeutics' anti-fibrotic platform, though, is orders of magnitude greater.
24 5 The Three Great Accelerators of Aging
e |
= i The dawn of the 21st century has seen enormous unexpected progress in
36 sciences that impact length of healthy life spans (health spans). What has
| emerged is that most people’s lives are prematurely shortened by one of at
27 1 least three mechanisms. We have only begun o understand these
’g | mechanisms in the last few decades.

27
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! The premature Kilders are mitochondnal dysfunction, autoimmune

| inflammation, and fibrosis. In truth, all three of these mechanisms are
probably interrelated in ways thal we don't yet understand. Nevertheless,
3} the evidence indicates that each of these causes of accelerated aging ¢an
| be addressed separately through very different therapies.

L Galectin Therapeutics' platform addresses the entire range of fibrotic
5 diseases and the accelerated aging i causes. I'm not talking only about the
f lungs, liver, and kidney, however, Fibrosis is a major contribulor o most

5 . . . " \

| organ failures. it is also the root cause of dizeases and condilions ranging
7 from arthritis and cataracts {o wrinkled skin and Peyronie's disease.
8 On a personal note, | have Dupuvtren's contracture, a relatively minor

fibrotic condition of the hand also known as "Viking disease” or "Cellic
hand.” President Reagan had surgery for the condition, as do many, but I'd
10 1 prefer (o reverse my collagen depesition via Galeclin Therapeutics’ non-
| toxic plant sugars.

i The only company in our portfolic with a comparably enormous biotech
P2 0 platform is the leader in regenerative medicine, BioTime (BTX). Very few
H people oulside the research community undersiand the potential of sither

7 company, which is why they remain undervalued. Oh, and | haven't even
S 14 mentioned that the same nalural plant sugars responsible for reversing the
process of fibrotic deposition are also one of the most important anti-cancer
15 breakthroughs of all time.
16 Cancers aftack and blind our immune sysiem using the same galectin-3
. proteins that are central fo fibrolic scarification.  The company's
T carbohydrate drugs have a powerful binding affinity to the T celi
g receptors that are attacked by cancers’ galectin-3s. This means that,
| with the help of these carbohydrates, cancers can no longer shut
19§ down T cells. As a resulf, the immune system is much more abls o
recognize, adapt to, and deal with cancers, When this technology is
20 4 combined with one of several new anti-cancer drugs, | believe that the
31 {i disease will be largely baaten...
R Personally, | don't spend a lot of time thinking about short-lerm returns as
I'm focused far more on the long rolicut of this platform. The Mauldin
23 Economics analysts, however, are doing their best o make shori-term
gains as good as possible and | appreciate efforis o duplicate some of the
24 success that my channel traders have enjoyed. ..
. _
23 94, False and misleading Company “press releases” and Emerging Growth “articles”
26 3
i provided Mauldin the grist he needed for his announcements that Galectin was on the cusp of a |
27 |
- “historic breakthrough.” Company and Emerging Growth articles bookending Mauldin’s articles |
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| misleadingly lent support to Mauldin’s even more blatantly false and audacious claims.

i

2 93. In a coordinated campaign of deception, after Mauldin’s January 16" article cited |

* i above, the Company issued the following press releases in short order:

4]

5 o January 21, 2014 Galectin press release: “Preclinieal Study Demonstrates Effect of
Galectin  Inhibitor on Scrum Biomarker in Fatty Liver Disease with Fibrosis,”

6 further towling GR-MD-02s potential with Defendant Traber representing that “these

. resuits in this preclinical model of NASH show that tmprovement in NASH and

| fibrosis with GR-MD- {2 treatment appear to correlate with plasma levels of
g h hyaluromic geud, a biomarker that bas been shown in multiple human studies to |
correlate with liver fibrosis.” |

| « January 27, 2014: Galectin press release announces that the Defendants caused the
H {Company 1o issuc a press release announcing that Galectin had established and
i formed Galectin Sciencgs, LLC ("Galectin Sciences™) with SBH Sciences, Inc., a
company located in Natick, Massachusetis, which describes tiself as g world leader in
1 cell-based assays to measure biological activity and developer of cviokines, growth
{3 factors, biologics and monocional antibodies, According to the January 27, 2014
' press release, Galectin Sciences “will build on the scientific body of knowledge
14 4 amassed by SBH Sciences, coupled with Galectin Therapeutics’ knowledge and
‘ | expertise of galecting” pathological role and mechanism of action in inflammation,
£ fibrosis and many cancers” and defendant Traber touted the formation of Galectin
16 i Sciences as representing “a significant step forward in the research of galectin
proteins and demonstrates both companies’ confidence in galectin inhibitors as
17 potential treatment options for diseases with large unmet medical need.”
18
19 e February 3, 2014 Galectin press release announces that the FDA “agreed that a
Phase 1B clinical trial of the galectin inhibiior GR-MD-02 in combination with
2004 Yervoy (puimumab) in patients with metastatic melanoma may proceed,” with
Defendant Traber touting this development as “a critical step in seeking a new
2 treatment option for metastatic melanoma.”
22 _ ,
| e February 6, 2014; Mauldin Economics LLT publishes What Does the IND FPhase IB
23 4 Tricd for Galectin Therapeutics Really Mean? in which the second phase of a safety
24 trial was once again misleadingly interpreted as an indication of the efficacy of GR-
MIE3-(2,
25
26 | 86,  Building upon and reprinting the Company’s January 27, 2014 press release, on

57 (| February 13, 2014, Emerging Growth issued an “article” via dccesswire and published oo
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1 | MarketWatch.com, entitled “Galectin Therapeutics Leaps Ahead with SBH  Sciences.
7 1 Partnership.”™” The article claimed that the Galectin-SBH Sciences bad entered a joint venture
3 iiwhich was an “ideal strategic fit” transforming Galectin into an acquisition target. For reasons
4 iidetailed below, this was a false sfatement.
5 47. The TFebruary 13, 2014 FEmerging Growth atticle, as published on
& 1 MarketWatch.com, reads as follows in its entirety. The article contains no disclosure whatsoever
7 ilof the fact that it was a paid advertisement, nor any disclaimer hyperlink to any such disclosure:
g ACCESSWIRE
10
i1
12
i3
, i4 i
15 0 Published: Feb 13,2014 11:02 am. ET
o 4
16 | Feb 13, 2014 (ACCHSSWIRE via COMTEX) - A growing body of research on
galecting is demonstrating the important role that this family of carbohydraie-
17 4 binding proteins plays in T-cell survival, fibrosis of organs, allergies, deadly
0 diseases like cancer, regulation of many immune responses and much more, Quly
. defined about two decades ago, 15 different mammalian galectins have now been
16 i identified, with overexpression of specific galectins implicated v a variety of
: diseases. The potential of this emerging science is tremendous, to say the least, to
20 1) help bridge gaps in a broad range of deadly or debilitating disorders with great
| unmet medical need.
21
ey ] Galectin Therapeutics Inc. GALT, +3.41% a pioncer in research and development
o of galectin-inhibiting compounds, scored a big win for their company and the
23 |l industry in January by forging a new alliance with SBH Sciences. The companies
established Galectin Sciences, LLC, a joint venture that will imtially focus on
24 | developing small organic molecule inhibitors of galectin-3 for oral administration.
TN -t - . . . . " 'y oy I3 v +
49 The two companies are an ideal strategic fit. Galectin Therapeutics has a promising
15 pipeline of drug candidates, with GR-MD-02 in 3 phase 1 clinical trial for
. . :
2? ____________ TR I I IT I T ToTmmnE .
B Available at utp/Awewwonarketwatch.com/siory/galectin-therapeutics-leaps-ashead-with-sbh-sciences-gartnership-
78 2014-02-13. |
30
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treatment of nonalecholic steatohepatitis (NASH) with advanced fibrosis, GR-MD-
L4 {12 was also was recently approved by the FDA to proceed with a phase 1b clinical
. trigl in combination with Bristol-Mvers Squibb's BMY, +1.24% Yervoy to treat
- metastatic melanoma patients.
3
| As g Contract Research Organtzation, SBH Sciences is primarily a services
41 company, providing products and services to more than 120 clients worldwide,
! mostly in the areas of oncology and inflammation. Using s expertise in computer
2 molecular modeling and in vitro sereening, SBH is becoming more involved with
6 its own drug development programs, rather than just shepherding other companies
info clinical irials. According to the press release anpouncing the partnership, SBH
7 has already identified several small molecules that act to inhibit galectin-3 that are
worthy of more extensive research.
3
o Forming Galectin Sciences, rather than SBH contracting (Galectin Therapeutics or
7 vice-versa, is a succinet move that incentivizes both companies because now they
10 each have skin in the game, Galectin Therapeutics gains access 1o promising new
| drug candidates while mitigating R&D expenses and SBH gets Galectin
11 il Therapeutics' decades of experience and knowledge in galectin proteins.
12 (alectin Sciences was assembled to focus is resources on the development of new
- i oral drugs targeting galectins, which will serve a great complement to the drugs
L3 | already in clinical trials by GALT. GR-MD-02 and GM-CT-61 are desigued for
14 intravenous administration and work very well tor fatal diseases like liver fibrosis
< | and cancer that can be treated with a weekly dosing regimen. Every disease has a
= 15 4 target product profile and while 1TV administration will provide the best results in
some indications, oral delivery can be more appropriate for others, such as chronic
I diseases and conditions. These diseases where a pill is best served will be the
17 | inttial targets for the new 1V, With diversified delivery systems, GALT is well
| positioned to develop a broad range of galectin inhibilors that match target product
18 i profiles.
19 i Pills are generally the drug delivery method of choice by patients and physicians
regarding  chropic conditions simply because of convenience, which often
20 improves gquality of life and compliance. From a paver perspective, oral
21 | m-ﬁdicatif}ns are often favorable because they are less e‘xpensivel. Consider why
| (ilead Sciences GILD, -0.21% was willing 1o dish-out $11 billion to acquire
33 11 Pharmasset in 2011, The main driver was Pharmasset's PSE7977, an ail-oral
hepatitis C therapy that was pegged by many as the replacement for injections of
23 1 interferon, the standard of care for the disease.
24 We reached owt to D, Peter Traber, president, CEO and CMO at Galectin
ye | Therapeutics, who explained that the sights are set for Galectin Sciences 1o explore
B new iarget indications where oral therapies are the most viable and favorable. This
26 | includes chronic conditions such as allergies, eceema, arthritis and atherosclerosis,
"Blockbusier drugs hke Pfizer’s PEE, +0.35% Lipitor likely would never have
27 achieved the incredible success that they have if they didn't come in piil form,”
2g Traber said in a phone conversation, In addition to the promising compounds
3
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already identified, Traber believes that SBH Sciences’ proficiency in assayvs and
compound-screening technologies will play a key role in new drug discoveries in
the future,

It is evident that this bolt-on drug discovery machine that Traber describes could
allow alectin Therapeutics to maintain its leadership position in the galectin
space for years to come. It i3 also arguable that the new portfolio company will
make Galectin Therapeutics more attractive as a partner or acquisition target in the
future, The clinical advancements of GR-MD-02 and GM-CT-01 in the past year
have resulted in significant share appreciation for GALT. Righttully so, these
flagship programs are clearly the backdrop of the company and measuring stick for
s warket valuation. Going forward, though, Wall Street should stast to factor-in
the new (alectin Sciences asset as it builds and discloses the products in s
pipeline, which could add significant value il comparable to the drugs candidales
that Galectin Therapeutics has already taken into the clinic.

hitp//www.accesswire.com/img.ashx?id=411904,

Copyright 2014 ACCESSWIRE™

g8, The February 13, 2014 Emerging Growth article made false and misleading |

| éstatements by presenting the Galeclin—SBH Sciences transaction as a parinership or joint venture.
.In fact, SBH Sciences is a contract testing lab that Galectin paid $400,000 to perform research

and development, as indicated in the Company’s 2014 Form 10-K: “a $400,000 cash investment
to fund future research and development activities, which was provided by the Company;é
| é((}aﬂectin}ﬁ and specific in-process research and development provided by SBH Sciences,”
| Though the arrangement may have been legally dressed up as a partnership, i was not true that it |

Was @ suecinet move that incentivizes both companies because now fthey each have skin in the

game. (Galectin paid SBH Sciences $400,000 for research and development — SBH Sciences had

180 “skin in the game.”

99. Mauldin exceeded the Company and Emerging Growth’s false and misleading |

claim that Galectin had entered into a joint venture with a scientifically respected company, with

7

Lan even more blatantly false statement. Transformative Technology anoounced that Galectin had

announeed “a major parinership with a housshold-name pharma company”: the dream of all

1M Available al Available at bitp//www raarketwatch.com/story/galectin-therapeuiics-leaps-shead-with-shh-sciences-
parinership-2014-02-13,

La2
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biopharmaceutical development stage companies and something that never happened for |

{i Galectin:

i other words, this company might hold the cure to cancer.

In gH its forms,

Plus, this company recently announced a major
parinership with a houschold-name pharma company.

This collaboration could, in time, have enormous stoeck
market implications.®

138, The February 13, 2014 Emerging Growth article also falsely stated that GR-MD-

1102 and GM-CT-01 work very well {or fatal diseases Hke liver fibrosis and cancer that can be

treated with a weeldy dosing regimen.” To date, there has been no clinical study resulf supporiing

the contention that either GR-MID-02 or GM-CT-01 works well for anything, and the Company

had to admit on July 29, 2014,

141, The Company’s January-February full court press of false and misleading “good

i news”™ articles, amplified by Mauldin’s even more blatantly false statements, colminated in a
{1 February, 2014 Mauldin Economics issue of Transformational Technology in which “the

analysts” urged investors to buy Galectin up to a target price of $20 per share:

Galectin Therapeutlics

GALT has been very busy over the iast month. As Palrick mentioned in his
weekly update, the company announced the formation of Galectin
Sciences LLC, which aims o develop oral forms of ils drugs for cancers
and fibrosis. This new business is a parinership with SBH Sciences, which
was described in GALT's press reisase as "a world leader in celi-bassad
assays 1o measure biclogical activity and developer of cytokines, growth
factors, biclogics and monocional antiobodies.”

After taking this and other positive news reiated to GALT into account, we
feal s prudent {o raise the company’s target price fo 520, For those
who have been following our instructions, continue to hold your position.

s . ‘ . s .
T T O . U e & L B R . R S T e,
Avaniansio al oin Ly wWww. mgiiamieconomics . CoMmAangingail-2~-magoi-Compaiios-ravanioq,

33
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New subscribers: Buy 50% of your Nasdag: GALT position at the market.

102, Defendants had effectively buried the bad news of the ten year-hundred million

dollar failure of GM-CT-01 in a mass of false and misleading supposed good news, As a result, |

by the end of February, Galectin stock rose to over $18& per share, an all-time high,

P03, From ifs first issue in late 2013 through the present date, Mauldin's newsletter

supposediy provided exhaustive analysis of the Company by Mauldin®s “team of analysis” led by
“expert researcher”™ Patrick Cox, failed to disclose that virtually the entire scientific iecadership of
the Company had resigned on February 12, 2009 and that the two scientists who had founded the
{{Company and had “invented GM-CT-01 and the Company’s core technology” had left the

{ Company.,

104, In iy imireductory pamphlet, Transformational Wealth From Three Tiny |

Companies,”® Patrick Cox told his readers a captivating story about how afier Dr. Anatole
{ Kivosov had fled the Soviet Union, the “brilliant blochemist called g friend in Moscow who still
Eé | :had access to his old office and asked that a particular container be sent to him.” Cox informed |
nvestors that Galectin now had the supposedly huge scientific breakthrough held in the container,
What Mr. Cox does not mention is that by 2013, Dr. Anatole Kilvosov and Dr. Platt, the two |

!l scientists who founded the Company and together published the only book devoted to so-calied |

“galectin® science, had long since deparied the Company along with virtually all directors with

any medical, scientific or biopharmaceutical education:

For a very tong time, Weatern and Castern science took separaile but often
paraliel paths. While science and technology moved forward in Europs and
North America, i diverged somewhat in Eurasian Russia and Eastern
Curope. Before modemn telecommunications and air travel, this was due
primarily to the great distance and language barmiers. With the rise of
Communism, the ron Curtain reinforced the distrust and division between
the scientific communities. Some communication took place between the
East and West, bul there were alst many secrets.

The Soviet Union was brutal and insfficient in many ways, but it funnsled

R T N T I T T TV LI U IUnn Jo B S U T . SRS SUUUY J PTG [P 2 SEPUT L SyUVRRIPS gty B S T - AR R gy U
AVALATIC HL MERLAWWW IS GINOCONCMICE. SO RV QUWHIGAQ NGNS IO IS ONal - Wi - om-inred-uiny-companies,
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massive resources into endeavors such as athielics, ballet, and science.
Excellence in these areas was a ticketl to the good life, and as a result,
many brilliant scientists emerged in the USSK.

T3

One of the most notable was bicchemist Alexander Oparin, sometimes
| called the Darwin of the 20th century. As a founder of the presligious
4 Biochemisiry Institute at the Academy of Sciences of the USSR, he had
| privileges that few (other than top parly officials) enjoyed. This allowed him

[

]

> to indulge his obsession with the complex carbohydrates that provide the
61 structural strength for plants.
7 Oparin had no apparent ulilitarian goal in mind as he sludied these plant

i sugars. Though the molecular structure of these complex carbohydrates is
g | undoubtedly fascinating, it's also true that his research provided a reason
for him {o travel the world in search of exotic plants,

a 10 When Oparin retired, he handed conirol of the Biochemistry Instifute o his
T protégé, the brilliant biochemist, Anatole Klyosov. The work on plant
11 sugars, including travel to exolic locales, continued under Klyosov, who

secretly detested Communism,

-
h When the USSR collapsed, funding for science came 1o an end, and the
13 Wast enjoyed an unprecedented wave of emigrant scientists. Kivosov ook
R e a iob at Harvard Medical School. Coincidentally, work was being done on a
2y new class of cellular receptors called galsctins,
£ Every cancer is slightly different, and different cancers are often treated in
16 different ways. However, a common fealurs among most cancers is that
cancerous cells protect and hide themselves from the body's cancer
17 detectors. The way that cancer does this is through a process known as
13 the "galectin effect”
9 According fo research, galectin-3—a profein produced by most human

| cancers-—binds to and blocks T lymphocyies. Under normal conditions,
20 1 these lymphocytes atlack and kill cancer-infected cells, but galectin-3 acts
as a shield that prevents the cancer from being discovered and corracted.

Build Transformational Wealth from Three Tiny Companies

i Klyosov watched this research unfold from his position at Harvard Medical
23 ¢ School, and it occurred to him that the complex plant sugars he had
studied in Russia included similar molecular slements. He called a friend in

24 | _
Moscow who still had access to his old office and asked that a particular

25 4 container be sent to him.

26 A series of experiments with those plant sugars proved to him that his plant
i sugars bonded to the same receptors as galectin-3s. In facl, these

27 harmiess carbohydrates {which actually qualify as food) seemed 1o have

28 |
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hundred million dollars on an abandoned effort to develop supposed cancer drug GM-CT-(1.

1 Instead, Defendant Mauldin’s Tronsactiona! Teclmelogy published a false and misleading |

{as an intentional strategic business move cleverly positioning Galectin for “historic” profits in the |

| future,

1 MD-02 supposedly treats faity liver disease) because cancer is becoming a “minor and treatable

idisease,” while liver disease is “such an enormous unaddressed market,” an ouirageously false |

stronger bonding properties,

Foliowing many missteps as a8 voung startup, the company has recovered
and is testing GM-CT-01 {Davanat}, which binds o T cells at the same site
targeted by galectin-3s. The prestigious Ludwig Insiitule of Cancer
Research in Brussels, Belgium, is currently moving the drug candidate
through Phase 1/2 clinical trigls in conjunclion with a tumor vaccing in
patients with advanced meianoma.

Prior {0 the human trial, however, cancer celis along with T cells infecled by
their galectin-3s were expossd {0 the company's plant sugar, techrnically a
galactomannan. Remarkably, the dving T cells were resurrected and began
o aggressively kill the cancer celis,*

165, Mauldin also failed to ever disclose that the Company spent ten years and a

narrative for the Company, casting the move from GM-CUT-01 o GR-MD-02 not as a failure but

166,  In the February 2014 issue of Transaciional Technology, Mauldin Economics,

explained that the Company had shifted from the “cancer business” to the “liver business” {GR-

spin on the Company’s history which Transactiona! Technology repeats to this day. In part on

that basis, Mauldin advised invesiors to buy Galectin up to a price of $20 per share:
% o

New oncology drugs coming on to the market in the next several years will
transform cancer infe a minor and irealable disease, meaning that the
company would share revenues in an increasingly crowded market”

Fibrotic diseases, however, have no effective therapies. This includes fatty-
liver disease, kidney disease, and pulmonary fibrosis, among many others.
So Galectin Therapeutics stands {0 dominate this new and incredibly

T Available at hitpfwwwomauldineconorsics.com/download/transformational-wealth-from-three-tiny-companies.
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5 iucrative field. For example, in terms of revenues, fally-liver diseass is
LN smaller than cancer, but Galectin Therapsutics’ lion share of the profits
| would be historic.

2
3 Fransformational Technology, What Does the IND Phase 1B Trial for Galectin
Therapeutics Really Mean?, February 6, 2014,
4
. Despite exiremely positive data in their liver fibrosis trials, which 've
v discussed in depth, the company's stock price is vacillating wildly, providing
-l huge opportunities for channel traders.
6
7 incidentally, | spoke recently with Galectin Therapeutic’s chair, Jim Cairr,
He mentioned that the company is now recruiting patients for the trial of
S their anticancer drug for metasiatic melanoma in combination with Yervoy.
3 . As you probably know, the company started out in the cancer business but
16 added liver disease {o their pipsline because s such an enormous
unaddressed market. Cancers and fibrosis, however, both reguire the
i1 prasence of galectin-3 proteing, which the company's carbohydrates block.

V2§ Transformational Technologies, March §, 2015,

13 5 107.  Mauldin’s “team of analysis” led by “expert researcher” Patrick Cox, also failed to

i4 . ) , | , . ‘ . i

i ever disclose that the Company’s replacement lead drug candidate GR-MI-02 was suspiciousty |

i similar to ils failed predecessor (fruit pectin based carbohydrate} claiming similar chemical |
16 1

- {| atiributes {(binding to and neutralizing galectin), though be it supposedly for a different disease |

18 {| (fatty Hver disease or “NASH” - a precancerous condition - rather than cancer).

19 ) ] - . s . . s 3
| 138.  During the first six months of 20814, Transformational Technology served as ai
20 - :
virtual mouthpiece for Galectin, Fawning over the Company month after month and sometimes'|
21 |
. week after week, Mauldin Economics’ Transformational Technology promoted Galeclin’s share |
H orice up. never revealing that the Ce *s owner was a Galectin direct
~q 1 PTICE U, never revealing that the Company’s owner was a Galectin director.
24 , e : - : , .
24 | 109, Mauldin’s first article of 2014, issued on January 16, 2014, was typical of what |
23 . s . ‘ '
would follow, gushing over the supposed “historie breakthrough” of Galectin’s vew lead drug
26
1 candidate;
- .
28
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. Galectin Therapeutics Moves as Liver Drugs
)| Gain Spotlight
31 By Patrick Cox
44 January 16, 2014
3 ...Nevertheless, the news was good for Intercept as well as Galedlin
5 Therapeutics. Investors seemed to grasp, for the first time, the enormous
| vaive of the unmet liver disease market....
| While we don't yet know to what extent OCA prevents fibrosis, if's clear o
5 me that it won'l actually reverse fibrosis. Galectin Therapeutics' complex
) carbohydrates, however, do just thal in preclinical animal and human cell
“ ? tests, we've seen that fibrosis can't {ake place i galectin-3 aclivity I8
10 Pocked. This resulis in the elimination of fibrotie, or scar, tissue.. the most
Y important anti-cancer breakthrough of alt time.”
i1
| 116, On January 22, 2014, Mauldin Economics, LLC published an article titled:
12
B Galectin Therapeutics Jumps on Study
14| Resuits, Patent Approval
b By Patrick Cox
16 |
January 22, 2014
17 4]
) ... Both Palrick and the analyst team agree that Galectin has a ton of room
14 to grow. We're also convinced that the recently released study makes
19 Galectin's fulure look even brighter, which Patrick elaborated on in lasi
| week's update,
20
| 111, On January 30, 2014, Mauldin Economics published an article titled:
21
" Screaming Toward the Biotech Singularity:
BioTime, Galectin Therapeutics, and More
23
54 By Patrick Cox
25 1| January 30, 2014
26 By Patrick Cox
27 112, On February 6, 2014, Mauldin Economics published an article titled:
28
38
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| What Does the IND Phase 1B Trial for Galectin
Therapeutics Really Mean?

3 February 6, 2014

4 2y Patrick $ox

3 .. New oncology drugs coming on io the market in the next several years

5 will transform cancer inte a minor and treatable disease, meaning that the
i company would share revenues in an increasingly crowded market,

i Fibrofic diseases, however, have ng effective therapies, This includss fatty-
5 Hver disease, kidney disease, and puimonary fibrosis, among many others,
oo Galectin Therapeutics stands {o dominale this new and incredibiy

v ; lucrative field. For exampie, in terms of revenues, fally-liver disease is
10 smaller than cancer, but Galectin Therapeutics’ lion share of the profits
R woulid be historic.
i1y 113, In the relentless false and misleading “good news” promotion, even the fact that

12 ithe Company would be making an anncuncement in the coming wesk was converted into a

© Hnewsworthy itern with significant positive implications for the Company. On March 25, 2014,

the Company issued a press release entifled “Galectin Therapeuiics to Announce Resulis From

{1 First Cohort of Phase 1| Clinical Trial in Faity Liver Disease,” announcing that the Company

.
S
ba

o
]
e
i
ey
at
-

“will report resulis from the first cohort of its Phase 1 clinical wrial examining GR-MD-0Z in

]
-._._3

{fatty liver disgase (NASH)Y with advanced fibrosis on March 31, 2014 The press release

P8
1o | included false and misleading jargon to create the impression that Galectin was onto big things:
“} P . ryr . s - ~ ) & -
0 Galectin Therapeutics {(Nasdaq:GALT), the leading developer of therapeutics
5y that target galectin proteins fo ireat fibrosis and cancer.. GR-MD-02 & a
complex carbohydrate drug that targets galectin-3, a critical protein in the
29 1l pathogenesis of fatty liver disease and fibrosis, Galectin proteins play a major
role in diseases that involve scaring of organs such as cancer, and inflamnatory
23 and fibrotic disorders. The drug binds fo galectin proteins and disrupts their
i function. Preclinical data has shown that GR-MD-02 has robust treabiment
24 effects in reversing fibrosis and cirrhosis,
35 | .- . . i .
L3 ; 4, Emerging Growth followed up the Company’s “anncuncement of the coming
{1 announcement” with one of their own, in an decesswire “article” writlen by Lucker entitled,
o , , ; . . T e .
it “Leading Companies Being Defined in the Hunt for 3 NASH Treatment,” again breathlessly
28 i
Lo Wk
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touting Galectin and #s prospects, The “article” stated, in pertinent part:

|
2 The race to develop a ireatment for Non-Alccholic Steatchepatitis (NASH) is
getting a lot of airtime lately, pointing o the severity of the disease, poor prognosis
3 and desperate need for g treatment. The space has only a handful of competitors,
4 | with most seeing rising valuations due to the tremendous peak sales that analysts
{ are projecting for products that make it o markel. ..
These facts make Galectin Therapeutics particularly sttractive as early research
& shows its lead drug candidate GR-MD-02 to actually reverse fibrotic damage.

i Although the company may trail Intercept and Galmed in stage of human trials at
/ this point, Galectin is only a clindcal data set away from a potential leap forward
H with GR-MI-02.. . Galectin is in a Phase 1 #rial of QR-MD-02, a complex

5 { carbohydrate drug that targets and imhibits galectin-3, a key protein in the
9 pathogenesis of fatty hiver disease. A critical difference in the trial protocol is that
(alectin is treating patients with NASH and advanced fibrosis, rather than carlier
14 stages of the disease as other biotechs are. Moreover, in animal models, GR-MD-
(2 was shown o not only stop liver scarring from worsening; it showed the
i damage to start 1o be repaired,
£z

| Shares of GALT got a brief bump on Tuesday when the company announced that
11 it will be reporting results from the eight patients in the first cohort in the Phase |
: trial on Monday, March 31,7

4
s 115, On March 31, 2614, the Company issued a press reiease with a false and
o misleading title stating, “First Cohort Results in Galgctin Therapeutics” Phase 1T Trial Reveal

17 || Biomarker Evidence of Therapeutic Effect on Fibrosis and Inflammation in NASH With
18 || Advanced Fibrosis.” Since the initial “frst cohort” stage of the Phase 1 safety study (primarily
19 {ito confirm that the proposed drug does no harm to patients) invoelved just eight subjects, two of

20 1 whom were given placebaos and six GR-MD-G2, it had little statistical significance for anything

21 8 , . NP , . .
“% Hother than its initial indication that the drug did not cause significant harm to patients (which
32

P would not be a surprise given that GR-MDB-02 is a {ruit pectin based compound).
23
a4 116, In the press release the Company overstated and misstated the results of the mitial

25 i stage of the safety study as, “GR-MD-02 had an effect on biomarkers that suggest a therapeutic

26 i} effect on fibrosis, inflammation, and cellular injury,” leading investors o believe that the early

13 Available at hitpd/Awww.marketwatch convstory/leading-companies-being-defined-in-the-hunt-for-a~-nash- |
28 | treairoont-2014-03-27, :
£ 3

&{}
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1test results foreshadowed great things for the ireatment of NASH with GR-MD-82. The press

bt
, \irelease read in part:
2 T - w s, 0 . ") )
2 We are extremely pleased with the positive results of the first cohort of our
4 Phase 1 trial, which suggest a role for GR-MIN02 in the treatiment of patients
with  fatly liver disease with advanced fibrosis.. Faity liver disease,
5 characterized by the presence of fat in the iver along with inflammation, over
| time can develop inte fibrosis, or scarring of the liver, which is estimated fo
& {1 affect millions of Americans. Intervention with the intent of reversing the
fibrosis is g potentially froportant therapeutic approach in faity liver disease, a
7 condition with significant unmet medical nesd.
3 117, The claim that test resulis and biomarker measurements showed that GR-MD-02
> 9 i . . - - . ,
= i had efficacy in treating NASH was false, and the Company would have to admit on July 29, 2014,
16 e .
| Form 8-K, Exhibit 99.1, at 13-14, filed on July 29, 2814,
11§
17 i 114, Once again, Mauldin intensified the Company and Emerging Growth’s false and

13 iimisleading statements, this time in an April 3, 2014, Mauldin Economics’ Transformational

14 Technology article titled:

15 1 :
2 6 Two World-Changing Presentations You Must

. Waltch

i85 By Patrick Cox

19 April 3, 2014

24 Dear TransTech Reader,

21

| Forgive me Tor sounding a bit like a school teacher, but you absolutely
22 must watch the two corperate presentations that P'm going 1o {alk about
| today. There will be a quiz.

23

24 | We have seen, in the space of a single week, information made public that

T wiil have profound and measurable impacts on the health and

74 demographics of our species. Both of these technologies are so outside the
norm, almost nothing that you know about typical drug candidates

26 | applies—unless you goe back i the infroduction of penicliin or
vaceinations,

27

28

41
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i  understand, by the way, that this sounds over the top. It's not, though, and
I L would do you a disservice if | were to pretend o be less excited than | am.
. Essentially, we have seen the first human data from Galectin Therapeulics
- (GALT) and it is spectacular. Also, we've been given more insight info the
3 celiviar and molecular mechanism of action of Star Scientific’s analabine

citrate than ever before. ...

4 i1
N Galectin Therapeutics Phase 1 Safety Trial Shows Dramatic Effects in
2] Liver Disease
6 First of ali, you need to watch the entire presentation, which was given by
7 1 Galectin Therapeutics CEQ and CMO Dr. Peter Traber. Traber, as you
know, is president emeritus and ex-CEO of Baylor College of Medicine. He
8 1 was also senior vice president of clinical development and medical affairs
g1 and chief medical officer of GlaxoSmithiline,
0 This is the link for the PDF that is usad in the presentation. Everything you
< 2 : need to know is there but it's good {0 have Traber clarifying the charts. As
11 of now, you can access the recorded presentation by clicking on the link on
- the company’s main page.
13 The link is in the center “Highlights” section and is titled, "View Galectin
Therapeutics' webcast discussing first cohort results of Phase 1 dlinical trigl
14 of GR-MD-02 in NASH.” Click on it, register, and stream the presentalion.
Years from now, you can tell your grandkids that you were watching when
15§ fibrosis, a condition that prematurely killed 8 huge percentage of the
6 population, was made a minor and treatable problem.
17 | if that weren't enough, the company’s cancer trials are set to starl al any
time. By the time this alert shows up in your inboy, they may be under way.
18 The scope of this platform, which blocks galectin-3s, is vast.
19 Just as | predicted that the data released in the presentation wouid be
nositive, I'm predicting that the cancer trials will also prove more than
20 | successiul.
= H As Traber says several times in the presentation, the resulls in the first
99 1 cohort of eight patients were better than he expected. | won't go into great
detail about them because the presentation covers the dala so completely,
23 1 but | will say this: At a dose about one guarter of that which is optimal in
o animals, this phase one safety study showed improvement in the first
24 cohort that would justify releasing the drug even at suboplimal doses.
me
= Markers of inflammation and fibrosis in the six patients suffering fatty liver
26 disease improved across the board. More importantly, the two patients
suffering from the most advanced form of NASH, with associated liver cell
27 death due to fibrosis and inflammation, showed significant reductions in the
28 markars that indicate apoptosis or cell death. This, in one hyphenated
42
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word, is world-changing.

5 if means that the drug, even al low doses that proved safe in this study,
reduced the markers of disease progression in earlier stages of the

3 4 disease. In advanced patients, we saw indications that cellular damage
i was significantly ameliorated. This means the drug is dissase-modifying. It

4 4 didn’t only prevent worsening. It improved the patients’ condition,

3 Remember, this short test was at about one quarter of the dose shown

6 optimal in animals. The only thing the company had to prove 0 move
forward was that the compound was not unsafe, and they've done that and

7 i more. The second cohort can therefore be given higher doses, and | fully
expeact that efficacy will improve. it will also expand the sample size and

8 strengthen the statistical confidence level of total data.

5 Almost nobody expected this kind of result. Behind the scenes, {'ve heard

16 | that the big companies that had signed NDAs with Galeclin Therapeutics
| were not anticipating signs of efficacy at all. They've got 10 be searicusly

i1 reassessing right now.

12 Fortunately for investors who want o increase holding, the stock has not

03 | responded o this information. This isn't surprising because this is new and

complicated scisnce. Also, there’s been a concerted effort by the usual
14 | suspects to scare traders off this company. | don't know their motives but
| this act can't go on much longer, at i=ast not with any level of credibiity.

< 15|
119, Emerging Growth was next in line in the coordinated campaign’s drum beat of
16 |
1good news with vet another press release through Aecesswive on April 8, 2014, agamn
17 47 i
1q cxaggerating and misstating the meaning of the initial safety study results. Written by Zucker,

19 (jentitled “Treatments for Nop-Alcoholic Steatohepatitis Making Clinical Strides,”'° the article

20 iiread in part:

= | . Last Monday, Galectin released information from the first cohort in g phase 1

22 4 clinical tvial, presenting a substantial compilntion of clinical data that deserves a
g closey fook.

23

4 The trial locked at certain hallmarks of any clinical rial, such as safety and

i pharmacokinetics, as well as dialing-in the effect of GR-MD-02 by examining &

24 | broad spectrum of serum biomarkers of NASH, inchuding composite biomarkers

5 of fibrosis, nflammatory cviokines and ALT levels as a proxy of apoptosis.

26 | (Galectin’s approach covered the gamut of pathological processes of NAFLD by

studving biomarkers pertaining specifically to NASH as well as biomarkers

27 4 specific to fibrosis and cirrhosis, This analysis provides a wider breadth of

knowledge about GR-MID-0Z, as these stages of liver disease don’t abways have
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congruous details, This is an important aspect of the trial, providing wide-
| ranging data on the effects in the current study and helping to dehneale
" future research,

[ TN
&
3 | Results from the Fibro¥est, am indivect biomarker of fibrosis, showed a
| sigaificant reduction in scoves, which suggests fibrosis regression in patienis
4 treaied with GR-MD-02. ..
3 The study also looked at Hyalurenic Acid (HA) levels, which are known o
6 be elevated in liver fibrosis. In 3 of the & patiends treated with GR-MD-02,
HA levels decreased, essentially consistent with pre-chiunical data.
7
So What Does This Al Mean?
g |
i The data suggests that Galectin was preffy much right on targel with the
é ¥ assessment of GR-MD-82 before the clinical trigl began. . As Dr. Peter Trabes,
S 10 1 CEQ and Presidenmt of Galecting said in a conference call discussing the
Eg:lm o clivical data, the company Is pleased (o see “consisient changes in Jibrosis
N E.:;j = i1 markers and inflammatory markers after four infusions of [GR-MD-82]7° ...
Egim 12 120, On the heels of the Emerging Growth article April 2014 edition of
gw SE 13 1 Transformational Techology, Manldin Economics once again urged investors to buy Galectin
o | 92 ;
e 14
& 10 {1 stocks
- 15
16 Delivering Superior Profits Through Superior
(7 Delivery Technology
18 By Patrick Cox
19 | "
i April 2014 | Issue 1.08
0y From the Analysts
22 | Galectin Therapeutics Inc.
23 The company announced the resuits for the first cohort of patients in ils
54 | Phase 1 clinical trial of GR-MD-02Z for fatly liver disease with advanced
fibrosis. The frials showed svidence of a therapeutic effect on fibrosis,
| ‘ | . be
25 inflammation, and cellular injury. This is a very positive development for the
_ company and should be corroborated by further reports. The second cohort
26 hegins enroliment this month; we'll continue 1o follow developments as they
.

¥ Available  al  hitpdfwwwomarketwatch.com/story fireatments-for-non-aleoholic-steatchepatitis-making-ciinical
% stricas-2014.04-08,

44
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come 1o our attention,

i
2 Continue to hold your position,
3 New subscribers: Buy 25% of your NASDAQ:GALT position at the market
4 | |
121, Inthe Company’s Form 100, filed on May 13, 2014, the Company made the false
’ and misleading that GR-MID-02 had been demonstrated {o be an effective freatment of NASH:
° é“Our preclinical data show that GR-MD-02 has a powerful therapeutic effect on liver
5 4
! fibrosis as shown in several refevant animal models. Therefore, we chose GE-MD-02 as the |
8 lead candidate in a development program targeted initially at fibrotic liver disease associated with
\ ’ | non-alcoholic steatchepatitis (NASH, or fatty liver disease).”
:- o 122, Also on May 13, 2014, Emerging Growth disseminated an article through|
. H Accesswire and written by Zucker entitled “Wall Street In and Out of Love with NASH Drug
2 { Developers” which favorably compared Galectin to its peers, falsely claiming that Galectin treats
= patients with NASH with advanced fibrosis.
e 123, Again riding the wave of false and misleading self-manufactured “good news”?
= promoted by the Company in the proceeding weeks, in May 2014, Mauldin Economics published
1o :yet ancther article urging investors to buy Galectin stock: |
17

e The Body’s Own Antibiotic Acid Could Lower
Medical Costs and Generate Huge Profits

1o

76 By Patrick Cox

21 | Miay 2014 | issue 1.09

0y | Galectin Therapeutics

23 | Like many of cur holdings, Galectin reporied their financial results this
| meonth, showing a $5.4 million loss for the guarter. However, don't let that

24 | figure discourage you, as curreni funding—the most important metnc for a
| young biotech—is sufficient through 2015,

26 The company also revealed positive results for the first cohort of GR-MD-

| 02's Phase 1 clinical trials. The full resulfs of this study will be published
27 | near the end of July, and we expeci positive results, which should do
| wondears for GALT's share price.

45
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I Continue to hold your position.

¢ Mew subscribers: Buy 25% of yvour NASDAGLGALT position at the market,
34
4 i 124, The June 2014 issue of Trangformational Technology mimicked the Company’s |

5 i actic of presenting a patent grant as if it were a validation of the efficacy of the product, with |
¢ \| Dransformational Technology “analysts” advising readers to buy on the news: “New subscribers: |

Buy 25% of your NASDAQ:GALT position at the market.” Transformational Technology, June |

.“} 4
o g | 125, Galectin’s false and misleading stock promotion campaign continued into the |

10 summer of 2014, Cn July 24, 2014, Emerging Growth posted on SECHIngs.com, an arlicle
i1 exclosively about Galectin, The article contained no indication that it was a paid advertisernent
V) | and showed only that its author is “Fred Zucker.,” Only those readers inguisitive enough to notice
13 the “disclaimer” hyperlink on the botiom of the page, and connect to the hyperlink and read i,

14 | discovered that the article by Fred Zucker was no more than a paid advertisement:

> 15 Fat is driving the bus these days in one narrow, but widening, biotech sector as
5 companies sirive for dominance. Among these are Galectin Therapeutics Inc.
16 (GALT)Y Intercept Pharmaceuticals (JCPT), Raptor Pharmaceuticals (RPTP) and
17 Gilcad Sciences {(GILEM, all of which are in search of g cure for one stage or
another of “fatty liver disease”
18 o
E I
19

| From a clinical stage perspective, Iniercept is leading the race, having delivered
- ; . . . . . Y . . .

204 positive data from a Phase 2 irial of obeticholic acid (OCA) earlier this vear,
| Shares tripled on the news, Galectin, a newly-coined member of the Russeif 2004,

21 | is nipping af Infercepi’s heels and aciually may be closer than what {irst appears
39 with a Phase 1 trial because of the potential o treat fatly Hver disease gven once it
5 has progressed. What distinguishes their approach from others that the timing of
23 intervention with their propriglary carbohydrate polymer drug GR-~ MD-02 may be
largely irrelevant to outcomes, with GR-MD-0Z secming to work well even in
24 advanced stages of liver fibrosis, This is especially important in fatty liver diseases
25 5:; because they are silent killers, often going undiagnosed for many years. The
T Galectin drug was granted FDA fasi-track approval nearly a year ago.
28

CGalectin has announced GR-MID-02 o be sate and well (olerated in the first cohort
27 of patients in its chinical trial, as well as showing changes in key biomarkers,
| which suggests a therapeutic effeet on fibrosis, or scarring of the liver that leads 1o

46
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5_ loss of Hver function, Enrcliment has been completed in the second cohort, with
b results expected in the next few weeks, potentially a catalytic moment for the
| company s vahie,

2
3 i Further, iate in June Galectin disclosed that research in an animnal mode! of NASH
| showed an oral version of GR-MI-02 to demonstrate a sigruficant improverent in
4 i disease. Coming at NASH with both infused and oral formulations could give
n Galectin g competitive edge going forward.
S
RE %
f
7 The apparently sudden prevalence of fatty liver disease and NASH on the biotech
horizon is due o the increasing mcidence of obesity worldwide and greater
g awareness of the conditions. After all, NASH didu’t even have a medical name
| three decades ago. A U.S. Centers for Disease Conirol report says that 34.9% of
4 American adults are obese. That's a 530% increase in obesity in less than 40 years
i 0 5 and has lent impetus to the rise in NASH, a disease dubbed “the next big global
SR epidemic” on UNB{’s NBR.
3
‘ 11

Those are big numbers and potentially big profifs. So it is clear that fat 18 ndeed
12 1 driving the biotech bus, with Galectin, Intercept, Gilead and Raptor in the from
i seats and vying to take control of the wheel.

z 14 hitp://sectilings.com/News.aspx Ttitle=galectin, intercept,_others_vying for lead drugs
2 ‘ n_nash epidemic&naid=804,
126,  Immediately after the above desceribed Emerging Growth posting on its website |
16 |
{i promising big profits for investors in Galectin, the Company issued a press release anpouncing a |
17 :
1 conference call on July 25, 2014 to provide updated results from iis Phase 1| NASH study, |

1o |1 followed by Defendant Mauldin who released the following article on the same day.

127, On June 25, 2014, Mauldin Economics published an article fitled:
21 " . x
Galectin Therapeutics Announces Preclinical
22 .
Oral Efficacy
23
| By Patrick Cox
24
75 June 25 2014
26 Pear TransTech Reader,
27 You should get the monthly adition with our new recommendation shortly,
o ac | wasn't going 1o wrile a genseral letter this week. Imporiant news,
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howevar, dictates that | send you this short update about Galectin

1 Therapeutics (NASDAQ . GALT). ..

2

T As the headline above says, Galectin Therapeulics (NASDAQIGALT) has

31 announced that their drug candidate, GR-MD-02, has been delivered
N successfully in oral form to animals. Not only was there direct evidence that

4 & the drug had crossed into the bioodsiream, it reversed fatty liver disease in

digbetic mice. We know enough about the digestive systems of mice and
men o predict that oral delivery for humans i3 nearly assured.

Why is this a big deal? Let's walk through this.
First of all, we saw significant reductions in the markers of inflammation

8 and fibrosis in the first cohort of patients enrolled in the GR-MD-02 Phase 1
i safety trial. This was surprising only because the dose was purposely low

5 to check for any toxicities or side efiect. The fact that the drug showsd real
o benefit at such low doses is amazing.
11 Actually, however, the really amazing thing is that if clearly knocked down

all the markers of fatty liver disease. This has never been seen before, and
12 4 it is historic,

13 As you know, this company's simple plant sugars reverse fibrosis, which is
14 | similar {o the formation of scar tissues. Fibrosis s associated with a wide
range of diseases, including arthritis, sclerosis of the liver, pulimonary
15 | fibrosis, and even the wrinkling of the skin. Almost half of all organ failures
involve fibrosis, so the market for an effective anti-fibrotic is vast
16
7 Even administered via needie, | believe Galectin Therapeutics’ anti-hibrotic
drugs would achieve blockbuster siatus. Nevertheless, an oral form would
18 | sitbstantially expand the market for the drug, for a variety of reasons,
19 One is simple convenience. Doclors are more likely o prescribe a
medication that can be laken in pill form than via needle. There is a
200 significant number of people who resist injections, even if they mean
93 | healthier and longer life. ..
79 Oral delivery is also cheaper for patients, because they don't nead o pay
for a health care professional’s time {o get dosed. Cosl, as we kKnow,
23 | affects usage rates. Despite rhetoric about free medical care, it will never
N | happen. Copavments are a realily, and even the out-of-pocket costs of
24 | repetitive trips 1o a clinic or doctor's office will reduce usage rates. .
3
23 As soon as it is available, however, we will see informed doctors and
36 patients taking advantage of an oral fibrosis therapy for life extension
purposes. | would personaily take the drug for that reason, but | actually
27 nave another excuse.
28
48
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5 've been diagnosed with Dupuytren's confraciure. Sometimes called Viking
! or Cellic dissase, it is a fibrolic thickening of the palmar fascia that
interferes with the movement of the tendons in the hand. In most cases,

- including mine, i imits motion in the ring finger of one hand. i can be

3 ameliorated with aggressive stretching to break the fascia. Still, it would be
i nice to reverse the fibrosis in my hand with pills, because it would

4 4 simultanecusly reduce age-related fibrosis sisewhere..

) We can imagine that a pericdic regimen of these galectin-blocking plant

6 sugars would also act {o prevent cancers from developing. I'm trying now to
sef up an interview with some of the scientists involved in these trials.

incidentally, in case it's not cbvious, I'm not saying that you should invest

8 egual amounts in all the companies in the portiolio. Card counters win at

Backjack not by changing the way they play any particular hand, but by

altering how much they bet, bazed on the odds of success. Given

{0 avarything 've told vou about this company, | consider the odds of winning
| with Galectin Therapeutics very good indeed. .

17 128,  Mauldin's article falsely stated that it was a fact that GR-MD-02 had efficacy in
13 treating NASH (“The fact that the drug showed real benefit...”). Freely mixing a bit of fact and

14 a bhit of fiction, Mauldin inevitably reached histrionic, bt for his followers persuasive,

i | conclusion: “Actually, however, the really amazing thing is that it clearly knocked down all the
1 1 markers of fafty liver disease. This has never been seen before, and it is historic.” As always,
17 iithe article failed to disclose that Trangformative Technology was published by a director of
18 | Galeotin with significant boldings therein.

19 | 129,  Following these releases, Galectin’s stock price shot vpwards from 313.72 peré
~g |ishare to $15.32 per share. |
21 130, During this entire period, Defendants were fully aware that the obtaining of a
15 patent or conducting or resulls of the first cohort of a Phase 1 study was no indication of the
ok actual efficacy or medical benefit of GR-MD-02, Defendants fully understood that the dramatic
34 increasce in the price of the Company’s shares bore little relationship to any actual true news about
35 it product.

76 | 131, Defendants were aware of the above press releases and the hiring of Emerging |

27 {1 Growth Corp. and the misrepresentations and campaign of misleading imphications falsely |
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i isugpesting that there were objective indications of the efficacy of GR-MD-02 and at no time

2 1 objected to these wrongtul acts and, in fact, participated in them.

132, Throughout the relevant period, Defendants knew that the sole source of positive

Lot

4 il feedback about the Company’s prospects came from paid stock promoters and an inleresied party

5 |} who disseminated positive, but mislesding reports about Galectin’s prospects.
& 1l 133, As a result of the Defendants’ false and misleading statements and omissions, |

7 Galectin shares traded at artificially inflated prices during the relevant period.

8 The Company and Emerging Growth Commenced the False And Misleading Stock
5 Promotion Campsign in July 2813

< G |
‘; ) g 134,  The Company’s false and misleading promotion campaign with Emerging Growth
\: 0 began in the Summer of 2013, On July 17, 2013, Emerging Growth published an aﬂ:icie?
(7 containing false and misleading statements on SeskingAlpha.com and other financial n@wsé
i1 websites including the false and misleading statement, “but a paltry §75 million market
14 capitalization indicates the company is undervalued compared to peers in the space.™
s 135, There was no disclosure iy the body of the July 17, 2013 article that Galectin paid
i for the article. Beneath the article the unnared author disclosed, “1 have no positions in any
17 stocks mentioned, and no plans to initiate any positions within the next 72 hours.” Though a
g reader could read an “additional disclosure” and hyperlink to ancther webpage disclosing that
. HGalectin had paid for the article, the average reader was left with the impression that the article
19 it |
20 Twas impartial third party analysis.
2% 136, The Company attempied to convert its conducting of a first cohort of a Phase |
an Study into big news with CEO Defendant Traber declaring that the first patient to try GR-MD-02
A2 5
23 {0 see if the Pectin would harm him or her, was a “critical milestone in Galectin’s dfzveiopmenté
Y program, taking {the Company] one step closer to bringing a {irst-in-class treaiment to ihe
iy mitlions of Aspericans suffering from this silent epidemic.” Emerging Growth reporied Traber’s
2;5 commaents in a July 25, 2013 article it published on s SECFings.com webpage, vepeating and

{Mar. 19, 2013}, avaifable ar hitp//seekingalpha.com/instablog/ 10572281 -seciilings-com/2043102-hepatitis-c-
g iraportant-but-investors-should-be-focusing-on-fatty-liver-disegse-and-gaiectin,
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Hamplifying Defendant Traber’s pronouncement.’!

137, During July 2013, Galectin stock increased by $1.54 per share, or 25%, rising from |

1$4.41 per share on July 1, 2013 {o close at $5.95 per share on July 31, 2013,

138, With Galectin starting from the beginning with a new Phase 1 Study of a new lead |

| drug candidate, and discontinuing testing afier 3 ten vear failure with its first lead drag candidate, 55
3the Company knew that the rise in the price of Galectin stock price was due o ifs deceptive
| :promotion campaign. Nonectheless, on August 14, 2013 the Company paid Emerging Growth t©
|| report that the dramatic stock price rise reflected dramatic “pipeline developments” at Galectin:® |
“Shares of Galectin have been yeadily vising in 2813, advancing about 248 percemi, upon |
pipeline develepmenis as the drug maker emcrges as a {eader in fibrosis and cancer therapies.” |

Hn fact, there was never any actual fest related indication that GR-MD-02 helped heal fibrosis or |

the Company would eventually have to disclese on July 29, 2014, Form &K, Exhibit 99.1, at 13-

| i4, fled on July 29, 2014

138, On October 14, 2013, Emerging Growth again falsely and misleadingly informed

| readers that the rise in Galectin stock price reflected actual developments and discoveries at the |
Company in an article titled, “Galectin Stands Out o 2013 with Liver Fibrosis Drug,” stating in |
be rf? . . hy M b M — ra - Sew  awoan
part, “The surge in Galectin’s valuntion seesss simply o product of corporate milvancements as

{the company establishes iiself as a leader in pioncering treatments for fibvosis, especially liver

142

. Defendants Coirr, Martin, and Prelack Caplialize on the False and
Misleading Stock Promuotion Campaign

143, Throughout the false and misleading promotional campaign Defendants Caire and |

?;,:M_artin {through the 10X Fund} and Prelack took advantage of the artificially inflated stock price

{i by dumping shares or causing entities controlled by them to sell shares.

t Broperty {July 28, 2013), available ar

_____

42

Galectin Stands Owt in 2013 with Liver Fibrosis Drug, Accesswire (Mar. 19, 2015), avaifable or |

3
hitpr/Awww marketwatch.comy/story/galectin~siands-out-in-20 1 3-with-liver-fibrosis-deug-2013-10-14,
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141, At the peak of the success of the Emerging Growth 2013 false and misleading |

{promotion, on October 7, 2013, with the price of Galectin stock more than double its pre-|

promotion campaign value, Defendants Cziyr and Martin caused the 10X Fund to sell 100,000 |

H shares of its Galectin stock at artificially inflated prices of $11.79 per share, reaping proceeds of |

81,179 milli won; and on Ociober 8, 2013, sold an additional 12,000 shares of 1ts Galectin stock at

artificially inflated prices of $12.36 per share, reaping proceeds of $148,320.
142, When the false and misleading promotional campaign shifted into high gear with

the entry of Defendant Mauldin’s mouthpisce Transformaotive Techrology and Patrick Cox o i

{| November, 2013, Galectin’s stock price hovered around $8.00.

143.  As described above, through the intense coordinated campaign of deception led by |

Mauldin, working o a fever pitch in the first two weeks of January, 2074, Galeciin stock was |

driven up to an artificial high, nearly doubling in price to $15.1{ per share on heavy volume,

t44.  With the January 15, 2014 asnouncement of the discontinuation of testing on the

Company’s 10 vear-long lead drug candidate GM-CT-01 just days away, the 10X Fund
|| Defendants on January 10 and 13, 2014, sold 42,000 shares of its Galectin stock at $16 per!
share and 58,000 shares at 314 per share, reaping proceeds of $672,000 and 3812000,

i respectively,

145, By Janvary 10, 2014, theough the at-the-rparket financing vehicle (the “ATM

Offering”}, the Company sold a total of 2,391,204 shares of comynon stock for gross pmceeds

of $23,883,137,

146, With the success of the January 2014 promotfional campaign coming o a close and

55 the price of Galectin stock beginning to fall again, Defendant Prelack took advantage of the
| artificially inflated price by dumping 17,772 shares of Galectin at $13.71 per share on January 31

'2(}14, cashing out proceeds of §242,968.

THE TRUTH EMERGES

147, On July 29, 2014, when Galectin bad to announce the results of the second cohort

of its Phase 1 study of GR-MD-02, the Company had to admit there were no statistically

APP000258 |




i

p3

,
1

L ¥

)

N B e [ ) [N
el .25 oL (% b3 hant

b2
e

b
e

significant indications of efficacy. Though the Company still attempted to insist that *There s an
?ZEndicaﬁom of an effect in both cohorts,” it had to admit the much vaunted biomarker indications §
é_‘\;‘s’ﬁi’&i‘-, “noet statistically significant”  The “Interpretation” of the results indicated that the
ézsta’risticaiiy insignificant biomarker data could not be taken as any indication of efficacy of the
proposed drug: “differences in the biomarker data between the coborts is possibly due to

differences in sampling dates.” Form 8-K, Exhibit 89.1, at 13-14, filed on july 29, 2014,

148,  The Company attempied to finesse away one of the placebo receiving patients |

| showing more improvement than GR-MD-02 patients, with, “The large difference in one|
{placebo patient suggesis mere experience is reguired with this method in longitudinal |

i studies,” Form 8-K, Exhibit 99.4, at 21, filed on July 2%, 2014,

149, Om July 28, 2014, Bleecker 5Street Research published an  article on

| Seekingdipha.com claiming Galectin “has strong ties to stock promoters” and was engaged in 8 |
i misleading brand awareness campaign aimed at boosting ita stock price. The July 28, 2014, anticle |

; included the following:

Another Penny Stock Promoter Has Been Involved

Having connections to one stock promoter is bad enough, but GALT has ties 1o
another stock promoter, This time the stock promoter is Patrick Cox, who also
promoted PYCT right before the stock plunged 80%. Pairick Cox has promaoted
numerous biotechs, here is an imterview in which he fouts several biotechs
including GALT. As BuyersStrike points oul, Patrick Cox has colordul
background, This is Patrick Cox. This is Pairick Cox calling GALT a company
that will "change the world. ..

1 httpr//seekingalpha.convarticle/2347783-galectin-therapeutics-why-this-penny-stock-
i dressed-up-by-siock~-promoters-is-a-short.

150, The “As BuyversSirike points out” hyperlink embedded in the above SeekingAlpha

| article connected readers 1o the following BuyeraStrike article:

The shameless, moronic, Patrick Cox
. .
_ (STS))
Act quickly, before this amazing web page (see it here) presented by moron stock
tout Patrick Cox {see an awesome pic of Patrick here) is changed, and before the

[y
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“deal” he is offering expires.
i
o The web page is a breathless, and shameless, tout piece on Star Scientific (STSD,
- and offers a deal that expires on November 31, 2012, Pity NMovember only has 30
2 days. Of course, that spesks to the level of due diligence performed by the likes of
{ Mr. Cox. Here is the misdated “offey™:
4
] November 31: Publisher’s Expivation Notice: At precisely midnight, November
v 31 your ondy chance to learn how to slow down your body’s aging — potentially
5 adding up to 20 heslthy years to yvour life, and those of your loved ones — and also
| receive an tumediate and guaranteed payvment of §$1,200 — will permanently
7 expire., No extensions, no exceptions will be granied, so please... consider the
opportunity 'm offering vou below carefully, and quickly.
2\
| Thank you.
5
' 10 Star has been attempting to sell a dietary supplement, to liftle success, {or guite
| some time, It has been extensively debonked by Adam Feuersteln (here, horg, and
! hered. But Patrick ignores all of that, and comes up with his own, incredibly
| warped, take on reality;
12
11 FThis Is the opportunity Um presenting 1o vou today.
14 i An apportunity to hit the mother lode,
15§ An investient opportunity that could make Viagra seem like 3 S-cent gumball by
5 conparison.
16
17 I’s also your best chance to live 2 long and healthy life
18 Follow the scientific and medically validated reconumendations laid out in this
’ email, and there’s more than an excelient chance. ..
19
You will prolong vour life by an additional 20 10 30 vears. ..
20 1
o] You will not sutfer from heart disease, cancer or stroke ..
21
5 1 You will not suffer from obesity, rheumatoid arthritis, thyroid disease or even hair
H foss, ..
23
_ And the chances of achieving wealth and prosperity you never dreamed of will be
-~y : ] - - ' - v
24 ¢ increased enormousiy,
28 . C . : y . : :
My name i3 Patrick Cox, founding edior of Agora Financial’s technology
26 i newsletter Sreatthrough Technology Alevt.
27 i Wow,
28
54 _
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: Recently management and some investors rewarded themselves with a warrant
{ repricing. The warrants, previously underwater, were kindly transformed into
| massively in-the-money securities, Free money for them, lots of dilution for

2 y . : .
sharcholders. Not long afterwards, Patrick Cox (whoe has been touting the stock
7 for some time) ramped up his promotional campaign, helped with a tout-assist by
Jokn Maudiin.
4
As for the investors stupid enough to buy 8TSI based on this nonsense, one ¢an
5 only hope they are not so ferminally stupid as (o actually subscribe to his drivel,
& | , : e : :
https://buyersstrike.wordpress.cory 2012/ 1 1/28/the-shameless-morome-patrick-
7 COX-8tsi/,
8 151, On July 28, 2014, Feuerstein published an article on TheStreet.com veporiing that
v i Emerging Growth, through is parent company TDM, a penny-stock promotions firm, was the
& o 13§ ) . . y : . . \ :
LD il investor refations and marketing company (Galectin was paying for false and musleading
‘ i1 :
H promotional campaigns to entice investors to buy its stock, The article stated mn part:
12 4
i34 Last Thursday, Emerging Growth issued a press release, picked up by the Yahoo!
I ~ =

289 . Finance feed, which misleadingly compared Galectin to Intercept Pharmaceuticals
S 4 (CPT).

o 5 From a clinical stage perspective, Infercept is leading the race, having delivered
i positive data from g Phase 2 trial of obeticholic acid (OCA) earlier thus year.
16 | Shares tripled on the news. Galectin, a newly- colned member of the Russell 2000,
i is nipping at Intercept’s heels and actually may be closer than what first appears
v7 with a Phase 1 trial because of the potential to treat fatty liver discase even once it
{ has progressed. What distinguishes their approach from others that the timing of
18 intervention with their pmpnem; y carbohiydrate polymer drug GR-ME-UZ may be
o largely frrelevant 1o outcomes, with GRMD-02 seeming to work well even in
19 4 advanced stages of liver fibrosis. This is especially important in fatty liver discases
because thm are sifent killers, ofien going undiagnosed for many vears, The
24 (alectin drug was granted FDA fast- track approval ne.:ui ) & YEar ago.
2 Only someone being paid to shill would claim Galectin s “nipping at Intercept’s
S heels.” Intercept is way ahead in developing a drug fo treats non- alccholic
o | steatohepatitis (INASH), a severe form of falty liver disease, and iis clinical studies
23 | to date have been designed using appropriate endpoints.
24 Galectin, by comparison, is conducting a phase | “safety” study of its NASH
| candidate enrolling a liny mumber of patients and using endpoints which collect
23 useless biomarker data. s as if Galectin doesn’t really want to find out if their
a6 drug is effective against NASH.
27 Atter Emerging Growth’s misleading press release was issued Thursday, Galectin
“ foliowed up with a press release of its own on Friday {o announce a conference call
28 1
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for Tuesday morning. The subject of the call: To discuss updated results from its
phase | NASH study, :

152, When the market opened on July 29, 2(14, Galectin shares opened at a price of

B7.10 per share, down over 50% from the previous day’s close at $14.54.

1S3, On July 29, 2014, Feuerstein published an article on TheStreercom entitled

“(Galectin Drug is a Fatty Liver Flop,” which stated in part:

Fruit pectin is delicious spread on foast, but can an experimental drug derived from
fruil pectin be effective as a treatment {or fatty hiver disease? Not so much, which
explains the steep drop in Galectin Therapeutics {GALT) Tuesday,

Galectin’s  experimental drug GR-MDB-02 flopped in a phase 1 study of
nonalcoholic steatohepatitis (NASH), a severe form of falty liver disease. Across
just about gvery biomarker for efficacy Galectin thought to measure, GR-MID-02
showed no difference from placebo. Galectin deemed the updated results from the
phase | 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.

134, Once the true facts regarding the Company’s financial prospecis and future
business prospects emergad, Galectin stock crumbled from its high of $18.30, sinking to a low of

$5.15 per share on July 29, 2014, 2 decline of nearly 61% on extremely heavy trading volume —{

i wiping out more than 3190 million in market capitalization,

155, The most detailed and spirited altempt to repudiate the TheStreetoom and

| SeckingAlpha.com reports came immediately on July 29, 2014 from Defendant Maoldin’s |
| Transformational Technology, which referenced “the analysts” throughout the ariicle o gain |
| credibility and signed off not merely in the name of the single author Patrick Cox, but “The |

| TransTech Analyst Team.” In the article, even as Cox indignantly denies any connection to |

Galectin (“in fact, 1 paid for the meal that [ shared with the execotive chairman of the board when |
we last met to discuss the company’s progress”), Cox conceals the fact that the publisher of |
Transformationa! Technology is a Galectin director with significant holdings therein.

A
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y Lon’t Buy the Bear Attack on Galectin
Therapeutics and Me

3 By Patrick Cox

4 July 28, 2014

. Dear TransTech Reader,

65 At the onset of this moring’s trading session, Galectin Therapsutics

7 (GALT) experienced a severs seli-off, with shares falling by as much as
B0%. Much of the selling pressure stems from negative rumors floating

8 around internet message boards in relation o GALT s second cohort liver

- disease Phase 1 resuits, along with a piece published on Seeking Alpha,

: all of which included misleading and—for the most part—patently false
el information.

111 Mormally | don't respond to the ali-too-common nensense published on
guestionable Internet financial sites. The analyst team, however, iells me
12 4 that the Galectin Therapsutics’ successful second cohort liver disease
Phase 1 results have been aggressively misinterpreted. Moreover, we are
13 being accused of being paid by Galectin Therapeutics (CALT) to promote
4 its stock.
15 As P've said mulliple times, neither | nor the analyst team has ever had any
| direct or indirect financial arrangement with Galectin Therapeutics. If | were
16 lving, there is little doubt that | would be headed for jail. Unlike those who

short and atiack biotechs on financial websiles, our business is pretly

17 consiantly scrutinized by the authonties.

8 | So let me be extremely clear. | recommended—and continue {0

19 | recommend-—ithe company based on the science supporting its platform as
well as the professionsalism, ethics, and experience of the company's

20 management. ['ve never received any payment from the company, in fact, |

1 paid for the meal that | shared with the executive chairman of the board
when we last met {o discuss {he company’s progress.

22

Apparently, the article attacking the company and me dealt with all manner
23 of topics, except the science behind Galectin Therapeutics’ drug candidate
' GR-MDE-02. 5o let me recap.

in animal studies as well as human-cell culture studies, we have sesen

consistently that the company's complex carbohydrates bind {o the same

96 11 sites as galectin-3 proteins, but with even stronger affinity. This is important
for several reasons.

First of all, galectin-3 proteins are an essential part of the process of fibrotic

37
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{ deposition. In fact, tissues thal have had the gene thal makes these
! galectin-3 proteins shut down cannot form fibrotic tissues. Mulliple animal

| studies, using a variety of animals, have shown the reversal of fibrosis of
varicus sorts, including pulmonary, renal, liver, and cardiac fibrosis.

(A

3

in all of those studies, however, scientists could take one measurement
4 that is not sllowed in current Phase 1 safety studies. They took muitiple
| biopsies of actual lissuss 10 closely examine the actual state of fibrosis.
You can't do that in the current human study because of very resl risks

(w5

6 associated with liver biopsies, so the company is measuring anything that
| might help it understand the nature of fibrotic disease as well as the drug’s
7 i impact on it
8 i Galectin-3 proteins, by the way, are also a critical part of cancer formation,
because tumors secrete them to bind fo T cells, blinding and eventually
9 killing the immune system's mobile disease fighters. Tumeors creale a kind
10 of barrier composed of galectin-3s that i lethal {0 T cells. The important
cancer research group, the Ludwig Instifuie, has showed that T celis can
111 be protected from galectin-3s by the company’s drug candidates.
12 This is why the Providence Portland Medical Center is funding its own
o studies of GR-MD-0Z in combination with ipilimumab for melasiatic
t3 | melanoma. The IND application was, according to PPMC, prompted by a
14 preclinical study led by tumor immunology expert Willlam L. Redmond,
a8 Ph.D., that showed increased tumor shrinkage and enhanced survival in
15 | immiune competent mice with prostate and breast cancers when combined
iy 6 with one of the immune checkpoint inhibitors, anti-CTLA-4 or anti-FD-1.
17 in fact, | believe that galectin-2 blockers’ potential in cancer alone gives the

5 company multiple blockbusters. Nevertheless, | applaud the decision o
18 tackle fibrosis, especially liver fibrosis, because there is no drug available
for these killers.

| The odd thing about this kerfuffle is that the results from the second cohort
20 absolutely met the endpoints of this Phase 1 safety study. There were no

| adverse effects, and the pharmacokinetics of the drug were confirmed as
safe. Specifically, the drug cleared out of the system, with no dangerous

27 accumuliation, in a linear matter.

23 So let's talk about the data that have apparently led to confusion. First of
| all, the only relevant results in this Phase 1 study are the demonstrated

24 safety, and the pharmacokinetics showing that the drug behaves as

axpecied in the system. What seems {0 have surprised some people is that

25 certain cytoking and liver stiffness markers did not go down in some of the
26 treated patients, though they did in al least one of the placebo patients.

27 1 What does this mean? We don't know, because these secondary tesis are
- f all experimental and unproven. They are not accepted by the FDA as an
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indication of efficacy and would not lead to approval or rejection.

MNevertheless, let's speculate aboul why the first cohort showed apparent
improvemeants in these markers while, overall, the second did not.

The big difference between the two cohorts is the timing of the tests. in the
first cohort, patients were tested 14 days after the last dose. In the second
4 cohort, patients were tested three days afler last dosing.

A

tad

A%

The obvious imphcation is that the process of destruction of fibrotic tissues
actually puts markers of fibrosis into the bloodstream for three or four days,
which is probably how long macrophages survive and operate afier they've

71 been activated by GR-MD-0Z, the drug candidate. In the first cohort,
however, the measurements were {aken two weeks out, when the body
g i had cleared the cytokines that were blasted inte the bloodstream by
) 5 H attacking macrophages.
1o in fact, we just don’t know if this is actually the case. None of these
<2 T secondary markers are known {o be directly related {o the process of
11 1 fibrosis. Given the confusion, | asked the company COQO, Harold Shisven, if
he regrefted having changed the testing from 14 {0 3 days. He said
12 4 "Absolutely not,” because he’s learned very valuable information,
13 Remember, the Phase 1 safety study is proceeding perfectly. There have
14 | been no sericus adverse effects, and nobody really thought that we would
see the indications of efficacy that were apparent in the first cohort, when
15 | measurements were taken at 14 days. It will not be until the Phase 2
N efficacy studies that actual liver biopsies are taken. Then we will know with
16 certainty whether or not GR-MD-02 is reversing fibrosis. All the sciencg—
7 | inciuding multiple tesis in various animals—however, convinces me that
this is exactly what we'll ses.
o i By the way, the analyst team has looked into the specific charges mads
19 1 against the company. The first is that Galectin Therapeutics is using
multiple organizations, including TransTech Alert, to pump siock sales. |
20 | know nothing about the other organization, Emerging Growth Corp./TDM
5y Financial, but neither | nor my analysis have any financial siake in
| nromoting the company.
22
| | have only recently had the freedom to buy the company’s stock, but have
23 not yet done so. Given the dip in price, however, | may do 50 soon.
24 1t The article also says that insiders have been selling the stock in the midst
" | of a campaign to promote the stock {o retail invesiors and retiress. In fact,
o the analysts have looked closely at this charge and tell me the opposite is
26 true. Insiders have, in fact, been {wisely) accumulating shares over the last
12 months. Insiders have acquired 1,223,779 shares compared o selling
27 ] 285,722 over the last 12 months, representing a buy-to-sell ratio of 4.28.
28
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The third claim—that Galectin Therapeutics has consistently spent more on
SG&E&A than R&D—is completely untrue. S&P Capital IQ clearly shows that
GALT has spent more on R&D than SGA over the last two years.

Of all these charges, the only one that might be true is that Emerging
Growth Corp/TDM Financial has a financial stake in promoting the
company’s stock. If it owns significant shares, this could be true, and the
analysts are going o investigate. Even if rue, however, it does not mean in
any way that Galectin Therapeutics has encouraged what is a common
activity in many similar analyst groups.

Since these sorts of altacks are common, Galectin Therapeutics
management isn't inclined to punch the far baby, o borrow an old
metaphor. Nevertheless, 'm going to try to do an in-depth video analysis of
the successful Phase 1 first and second cohort data with one of the
scientists from the company.

in the meantime, relax. We've seen this sorl of bear attack hundreds of
times before, and we'll see them many times again. | encourage you ©
spend time on the company’s website, which has enormous amounts of
scientific information validated by respected third parlies, as opposed {0
unsupported assertions published on the Intermel Read it and stop
listening fo uninformed third-party atiackers. As Pve said many times,
Galectin Therapeutics is the most important player in the emerging science
of galectin-3 blockers. Thers is absolutely nothing in the second cohort
data that would prove otherwise.

Like | mentioned earlier, the analysis and | both view this as a buying
opportunity, and will send an alert in the next few days with trading
instructions once we've determined that shares have setlled.

For transformational profits,

The TransTech Analyst Team

DEFENDANTS DUTIES

156,  As Company directors, Defendants had the ability to control the business and

{1 corporate affairs of Galectin and the Defendants owed and owe the Company and its shareholders
i fiduciary obligations of trust, loyalty, good faith, and due care, and were and are required to use

{1 their utmost ability to control and manage Galectin 50 as to operate in a legal and honest fashion.

The Defendants were and are required to act in furtherance of the best interests of Galectin and ifs

i shareholders 50 as 1o benefit all shareholders.

157,  Each director and officer of the Company owes o Galectin and its shareholders the

60
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I fiduciary duty to exercise good fatth 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
3 fair dealing,

4 | 158. In addition, as officers and/or directors of a publicly held company, the Defendants
5 ithad a duty fo promptly disseminate accurate and truthful information with regard io the
& 1Company’s financial and business prospecis so that the markel price of the Company’s stock
7 Hiwould be based on truthiul and accurate information.

8 i 159, The Defendanis, because of their positions of conirol and authority as éirc—:e‘torsé
0 and/or officers of Galectin, were able to and did, directly and/or indirectly, exercise conirol over
i the wrongtul acts complained of herein, as well as the contents of the various public statements

it issued by Galectin.

12 160, Because of their advisory, executive, managerial, and directorial positions withé
k 13 11 Galectin, each of the Defendants had a duty to know is presumed to have had the basicé
\ 14 | undersianding of the business of the Company such that they knew that stage 1 chnmical trials and
15 patents de not provide indications of the efficacy of a proposed medication and that the Company

13 éwas, at best, wildly exaggerating the objeclive indications that GR-MD-02 was effective in the
17 étremimem of any disease.

I8 | 161, Defendants were required 1o exercise reasonable and prudent supervision over the
19 management, policies, practices, and controls of the financial affairs ot the Company. By virtue Qf?

20§ such duties, the officers and directors of Galectin were required to, among other things:

21 {a) ensure that the Company complied with #ts legal obligations and
22 requirements, tncluding acting only within the scope of s legal authorily and
33 | disseminating truthful and accurate statements to the investing public;
24 1 {b} conduct the affairs of the Company in an efficient, business-like manner so
25 as to make i possible to provide the highest quality performance of its business, to
26 avold wasting the Company’s assets, and to maximize the value of the Company’s
37 stock:
23
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i () properiy and accurately guide investors and analysts as to the true financial |

and business prospects of the Company al any given time, including making |

2

1 accurate statements about the Company’s business and financial prospects and |
4 internal controls;

3 {d}  remain informed as o how Galectin conducted its operations, and, upon
& receipt of notice or information of imprudent or unsound conditions or practices,
7 make reascnable inguiry in connection therewith, and take steps to correct suché
8 conditions or practices and make such disclosures as necessary to comply with
2 securities laws: and

0 (e} ensure that Galectin was operated in a diligent, honest, and prudent manner
11 i in complianee with all apphicable laws, rules, and reguiations.

12 162, In addition to these duties, the members of the Audit Committee owed specific

13 i duties to Galectin under the Audit Committee’s Charter (0 exeri oversight over the Company’s |

14 i public communications with the public and regulators.

15 i 163, Detendants, as officers and/or direciors of Galectin, are bound by the Company’s
16 11 Code of Conduct and Ethics {the “Code™} which, according to the Code, was adopted to deter |

17 i} wrongdoing and promote, among other things:

18 Full, fair, accurate, thnely and understandable disclosure in reports and documents |
| filed with or submiited to the Securities and Exchange Conunission and in other public |

19 4 communications made by the Company. |

3 3: e : . ~ ; : ‘

2 164, With respect to public disclosures, the Code states, in part, that:

21

The Company must alse disclose to the SEC, our current stockholders and the

= investing public, information that is required to be disclosed under applicable laws, |
Rl regulations or rules, and any additional information that may be necessary o ensure
T that the required disclosures are not misleading or inacourate. The Company requires:
54 | you to participate in the disclosure process, which is designed {0 record, procsss,
swmmarize and report material information for disclosure, such that the information:
25 | when disclosed is full, fair, accurate, tmely and understandable,
26 ] . . . . — \ . ,
| f65. Upon information and belief, the Company maintained a version of the Code
27 ]
during the Relevant Period that imposed the same, or substantially and materiaily the same or |
28 . ]

62

APP000268




i ésin'li‘sar, duties on, among others, the Board, as those set forth above.

2 BREACHES OF DUTIES

3 166, Fach Defendant, by virtue of his position as a director and/or officer, owed '&0.
4 (Galectin and its sharcholders the fiduciary duty of loyalty and good faith and the exercise of due |
5 care and diligence in the managersent and administration of the affairs of Galectin, as well as 1n
6 the use and preservation of its property and assets. The conduct of the Defendants complamed of
7 herein involves a knowing and culpable violation of their obligations as directors and officers of
2 élézGaiectin, the absence of good {aith on their part, and a reckless disregard for thewr duties to |
9 §§E{T§a}actin and its shareholders that the Defendanis were aware or should have been sware posed a
10 | risk of serious injury to Galectin. |
5 f67.  The Defendants each breached their duties of loyalty and good faith by allowing
12 é;ﬁeﬁmdams to cause, or by themselves causing, the Company o make false and/or misleading
13 staternents that misled shareholders and potential investors into beligving that disclosures related

14 41 to the Company’s financial and business prospects were truthful and accurate when made.

15 168,  Due to Defendants’ illegal actions and course of conduct, the Company is now the
6 subject of the Securities Class Action that alleges violations of the federal securities laws and will
17 aauxe the Company to expend significant sums of money for the defense and settlement of theé
8 é-lawsuit |

19 169, In committing the wrongful acts alleged herein, the Defendants have pursued, or
30 lijoined in the pursuit of, a common course of conduct, and have acted in concert with and
21 | conspired with one another in furtherance of their wrongdoing. The Defendants further aided and
22 Habetted and/or assisted each other in breaching their respective duties. |
23 ¢ 170, During all times relevant hersto, the Defendants collectively and individually

24 i initiated a course of conduct that was designed to mislead sharcholders into believing that the

25 1 Company’s business and financial prospects were betfter than they actually were. In furtherance
G of this plan, conspiracy, and course of conduct, the Defendants collectively and individually took

27 i the actions set forth herein.
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i 171, The purpose and effect of the Defendants’ conspiracy, commuon enterprise, and/or
2 common course of conduct was, among other things, to: {a) disguise the Defendants’ vioiations of |
g law, mncluding breaches of fiduciary duties and uniust enrichment; and (b} disguise and
4 misrepresent the Company’s actual business and financial prospects.
5 172, Defendants knowingly permitied and participated in the relesse of iroproper
6 statements. Because the actions described herein occurred under the anthority of the Board, cach
7 of the Defendants was a direct, necessary, and substantial participant in the conduct complained
& of herein.
G §73,  Defendant Callicutt, as the Chief Financial Officer of the Company from the time
10 |ithe deceptive promotional campaign commenced in July 2013, was aware of and part of the
13 Company major public relations efforts, of which the deceptive promaotional campaign appears o
12 have been the primary marketing activity undertaken by the Company, With a compensation of
13 $853,919 in total compensation, in a company with only six employees and only four non-
14 research and development employees, Defendant Callicolt was a primary participant in the

15 |l presentation of the Company to investors and the wrongful acts described herein.

16 1 174.  Each of the Defendants aided and abetied and rendered substantial assistance inthe |
17 1 wrongs complained of herein. Tn taking such actions to substaniially assist the commissions of the |

18 | wrongdoing complained of herein, each Defendant acted with knowledge of the primary.:
19 wrongdoing, substantially assisted the accomplishunent of that wrongdoing, and was aware of his |
26 or her overall contribution to and furtherance of the wrongdoing.
21 175, According to the Company’s Form DEF 14A filings, the Company’s Nominating

22 Hand Corporate Governance Comimittee,

23 is responsible for identifving individuals qualified to becoms members of the
14 Beoard, and o rece:rmmen('i to the Board, Gandidates.fm eieg‘fion or re-clection as
| divectors and for reviewing our governance policies in light of the corporate
35 governance rules of the SEC. Under its charter, the Committee is required 1o
establish and recommend coriteria for service as g director, including matters

6 1 relating to professional skills and experience, board composition, potential
o conflicts of interest and manner of consideration of individuals proposed by
27 management or stockholders for nomination, The Committee believes candidaies

64
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| tor the Board should have the ability fo exercise objectivity and independence in
! making informed business decisions; extensive knowledge, experience and
judgment; the highest integrity; lovalty to the interests of Galectin Therapeutics

2 : cors DY -
N and its stockholders; 3 willingness to devote the extensive time necessary to fulfill
3 a director’s duties; the ability to coniribute to the diversity of perspectives present

| in board deliberations, and an appreciation of the role of the corporation in society.
4 The Committee will consider candidates meeting these criteria who are suggested
' by directors, management, stockholders and other advisers hired to identify and

A

| evaluate qualified candidates.
6 : e % » 3 M st Al
£76. The  Charter of  the Company’s  Nominating  and  Corporate
7 : _ |
{ Governance Committee is reprinted below, The Charter requires the Nominating Commuitee to |
81 |
5 “identify individuals qualified to become members of the Board,”...."including matters related to
LR professions] skills and experience, board compesition, and potential conflicts of imterest. and to{

11 1 “annually evaluate the performance” of directors:

)
GALECTIN THERAPEUTICH IRC,
3
4 NOMINATING AND CORPORATE GOVERNANRCE
2 COMBMITTEE CHARTER
i {5 PURPOSE
16 The Mominating and Corporate Governance Commiftiee {the “Commitiee”™) of the
Board of Directors {the “Board”) of (Falectin Therapeutics Inc. (the “Company™} shall
17 (1} identify individeals gqualified 1o become members of the Beard and
recommend direcior candidates o the Board for slection or re-slection; and (2)
R develop, recommend to the Board, and roview the Conmpany’s corporate governance
5 policies and practices, taking in consideration the rules of The NASDA{} Stock
it Market LLC (“NASDAG™), the Securitizs and Exchange Comnussion (“SECY), as
20 well as other applicable laws, rules and regulations. Corporate governance is a
T structure within which direciors and management can pursue effectively the objectives
21 i of the Company for the benefit of all its stakeholdars.
22 COMPOSITION AND QUALIFICATIONS
23 The Committee shall be comprised of two or more members of the Beard., Each
| B
Y member of the Commitice shall be “independent” in accordance with NASDAG rules.
L9
ae DUTTES AND RESPONSIBILITIES
56 | The Commitiee shall:
o A identify, evaluate and recommend to the Board, consistent with criteria
27 approved by the Board, nominees for election as directors at each annunal mecting
| of stockholders of the Company, and as otherwise reguired, whose experience
28
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and expertise will provide added value {o the Board’s oversight responsibilities.
I
2 B. Develop, and recommend to the Board for is approval, criteria to be
. considered in  selecting direcior nominees, including matters related o
3 1 . < . S v ¥
| professional skills and experience, board composition, and potential conflicds of
4 1 interest.
L. Establish procedures for consideration of candidates for recommendation to
5 1 the Board, including candidates put forward by stockhoiders, and consider individuals
i whose names are submitted by management or by stockholders as candidates for
election to the Board,
5
| . Coordinate and oversee meetings and other actions reguiring the
) . 3 . »
b v consideration of the pon-employee directors of the Board.
16
. E. Develop and recommend to the Board a set of corporate governance principles
| applicable to the Company, review these principles periodically and recomrend any
17 1 changes to the Board.
13 "y : . \ ,
| F Periodically review and recommend to the Board changes to the Company’s
i4 1 Code of Conduct and Bthies (the “Code”}, and monitor overall compliance with the
: ' Code.
15
| 16 G, Review all polential conflicts of interest under and viclations of the
i Company’s Code of Conduct and Ethies {the “Code”), and consider all watvers of
i . . J]
¥ compliance with the Code.
‘g g H. Review and make recommendations to the full Board regarding:
20 1. The organization and effectiveness of the Board, including s size,
71 i corsposition, operation, practices, processes and tenure policies;
£
. 2. The size, composition, membership, gualifications, scope of authority,
o responsibilities, and charters of each commitiee of the Board;
3% , . : ,
“ 3. The selection of committee members and chairpersons;
'/ Al U] - . >
24 4. The Company’s Articles of Incorporation and Bylaws; and
25 1] 3. The Commitiee’s Charter.
26
i Annunally evaluate the performance of the Committee and its members,
27
28
66
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1. Annually evaluaie the performance of the Board and its members.
I
2 1 PROCESS
3 Al The Committee members shall be appointed by the Board and shall serve until
4 ' such member’s successor is duly elected and gualified or untif such member’s earlier
resignation or removal. The Board may remove any Committee members at any time,
g with or without cause. Unless a Chafrperson is elected by the Board, the members of
the Committee may designate a Chairperson by unanimous vole it the Committee is
6 comprised of two members, and by majority vote i comprised of three or more
members.
7
& f B. Committee meetings shall be led by the Chairperson.  In the absence of the
o ! Chairperson, at any meeting al which 2 guorum is preseni, a majorily of the
S Comimities members may elect an acting chairperson of the meeting, A majority of
1 i the members of the Committee shall consiitute a quorum for the transaciion of
| siness, unless the Comrnitiee is comprised of twoe members, in which case both
H members pust be present o constitute a guorum for the transaction of business, The
17 | Conunitiee may act by g majorily of those present at any meeting, by agreement of
o both members atl any meeting it the Commitiee i3 comprised of only two members, or
13 by the unanimous written consent of all of members.
7 4 - . . . . .
i 4 The Comumitiee shall have the sole authority to select, retain and terminate any search
15 firm used to identify director candidates and to spprove the search firm’s fees and
i other retention terms,
16 |
7 . The Committee shall report regolarly to the full Board, and all Committes
- aciions and recommmendations shall be prompily reported to the full Board.
18
19 DAMAGES TO GALECTIN
50 1 177.  Galectin has been, and will continue to be severely damaged and injured by
21 i Defendants’ misconduct, Such harm includes, but is not limited io:
22
| = gosis incurred in compensation and benefits paid to defendants that breached their
q'ﬂ . , L) -4
“3 4 duties to the Company;
24 « substantial loss of market capital;
25 = costs already incurred defending against the pending securities class actions, and
potential Hability therefrom; and
26 A
- «  Galectin’s business, goodwill, and reputation with its business partners, regulators,
“f and sharcholders have been gravely mpaired.
28 1

L)
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178, The actions complained of hercin have irreparably damaged (Galectin’s corporate

i image and goodwill, For at least the foreseeable tuture, Galectin will sutfer from what s known
i1 as the “Har’s discount,” a term applied to the stocks of companies who have been implicated in
{1 illegal behavior and have misled the investing public, such that Galectin’s ability fo raise equity

i capital or debt on favorable terms in the tuture i3 now impaired,

DERIVATIVE AND DEMAND FUTILITY ALLEGATIONRS
179, 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, Galectin is named as a nominal defendant

i solely in a derivative capacity.

180, Plaintiff will adegquately and fairly represent the interests of Galectin in enforcing

Hand prosecuting its rights and was a shareholder of Galectin common stock at the time of the |

Hwrongdoing of which Plainttff complains and has been continuously since,

181, Plaintiff did not make a pre-suit demand on the Board to pursue this action,

i because such a demand would have been a futile and wasteful gt for reasons detailed below,

182, At the time this action was commenced, the Board of Galectin consisted of the

il following ten directors: Defendants Traber, Czirr, Martin, Amelio, Greenberg, Rubin, Freeman, |

i Mauldin, Prelack, and, Pressler,

A, Defendants Traber and CUzirr Ave Recognized zs Non-Independent by the |
Company |

183,  Defendant Dr. Traber has been Galectin's President and Chief Executive Officer |
{“CEQ”) since March 2811 and a director of the Company since February 200% and is also the

Company’s Chief Medical Officer, having received $612,690 in total compensation from Galectin

in 2013 and 31,089,299 in 2012, Defendant Traber derives significant income from, and his
primary source of income is, his employment as CEQ, President and Chief Medical Officer of

Galectin, and his reputation is inextricably bound to his role at Galectin, As acknowledged in the

Company’s most recent Proxy dated April 7, 2014, Detendant Traber is not independent and

i therefore cannot independently consider any demand to sue himself for breaching his fiduciary

68
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EMICHAEL KIRSCH, derivatively on behalf of | CASE NO. A-14-706397-B
GALECTIN THERAPEUTICS, INC,,

DEPT. NO. X1
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Dhate of Hearing: Sece Below
RUBIN, Time of Hearing: See Below

Defendants,

Nominal Defendant.

COMES NOW Plaintiff, by and through its attorneys, LEE, HERNANDEZ, LANDRUM,

_;GAROFALO & BLAKE, and submits the following Memorandum in support of Plaintiff’s
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Motion for Leave lo File Plaintiff’s Second Amended Sharcholder Derivative Complaint.

DATED this Ra {%\ 1‘1&} of March, 2013,

LEFE, HERNANDEZ, LANDRUM
& GAROFALOG

B}fﬁ }P L .\.ﬁi\

NA\TASH& A. LANDRU M ESQ.
Nevada Bar No. 7414

DAVID K. DAVIS, ESQ.

Nevada Bar No. 11549

7575 Vegas Dirive, Suite 150

Las Vegas, NV 89128

Attorneys for Plaintiff Kirsch

LIFSHITZ AND MILLER
Edward W, Miller

Joshua M. Lifshitz

821 Franklin Avenue, Suite 249
Garden City, New York
Telephone: (516} 493-9780
Facsimile: (3163280-7376
Attorneys for Plaintiff Kirsch
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TGO ALL PARTIES AND THEIR COUNSEL OF RECORD

YOU WILL PLEASE TAKE NOTICE that the undersigned will bring the foregoing

| MEMORANDUM IN SUPPORT OF PLAINTIFE’S MOTION FOR LEAVE TO FILE
PLAINTIFE’S SECOND AMENDED SHAREHOLDER DERIVATIVE COMPLAINT on

for hearing before the above-entitled court on the 24 day of 2PT1L 2015, at the hour of

4iIn Chambers

a.., or as scon thereafter in Dept. 11, at the Regional Justice Center,

DATED this __day of March, 20135.

LEE, HERNANDEYZ, LANDRUM

& GAROFALQG
ES
P Y N e
y R a1 \
Y fIE AU
Mo § ] A ‘k 5
By: WP R
Yo N R e R

NATASHA A. LANDRUM, ESQ.
MNevada Bar No. 7414

DAVID 8. DAVIS, ESQ.

Nevada Bar No. 11349

7575 Vegas Drive, Suite 130

Las Vegas, NV 895128

Attorneys for Plaiotiff Kirsch

LIFSHITZ AND MILLER
Fdward 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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26, 2015, the Individual Defendants and Nominal Defendant Galectin Therapeutics Ine.

19 |

| 8

PRELIMINARY STATEMENT
Plaintiff respectfully moves the Court to grant (i) the present Motion for Leave to File the
Second Amended Sharcholder Derivative Complaint, a copy of which is attached herelo as

Fxhibit “1:” and (ii) maintain the Hearing Date scheduled for May 14, 2015 on Nominal |

| Defendant’s and Individual Defendants” Motions to Dismiss,

iL
BACKGROUND

Plaintiff Michael Kirsch ("Plaintiff” or “Kirsch™} commenced this action on August 29,

112014 (the “Action”), when he filed his Verified Shareholder Derivative Complaint {the |
| “Complaint™}). On November 17, 2014, Defendants filed a Motion to Stay the Action. Pursuant
to Stipulation and Order daled November 17, 2014, the pariies set a schedule for an amended
licomplaint and briefing schedule (entered into prior to Defendants’ Motion to Stay). On
December 1, 2014, Plaintiff filed his First Amended Sharcholder Derivative Complaint {the “First

16 Amended Complaint™).  On December 19, 2014 and February 6, 2013, the Court denied

Defendants” Motion to Stay the Case and Motion for Reconsideration, respeciively. On February |

(“Galectin™), filed Motions to Dismiss the First Amended Complaint. [The parties have stipulated

to and expect the court {o schedule a hearing on May 14, 2815, (the “Hearing Date™) to hear both

the Nominal Defendant’s and Individual Defendants’ Motions to Dismiss. ]

In the Individual Defendants’ Motion to Dismiss, Defendanis argued in part that Plaintiff’s

First Amended Complaint should be dismussed for failore o allege fraud with particularity.

i Specifically, Defendanis took issue with the viabilily of Plaintifl’s claim that Defondants had

falsely and deceptively caused articles promoting Galectin to be published appearing as

disinterested third party analysis, when in fact the articles were paid for by Galectin and/or its |

ijaffiliates.  Individual Defendants’ Motion to Dismiss the First Amended Complaint, at 12
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H (“Motion to Dismiss™),

Following further investigation in anticipation of Defendants’ Motion to Dismiss, and just

days prior to receipt of such motion, Plaintiff discovered information that Defendants should have
H previously disclosed to sharcholders. The Company failed to disclose since May 2011, when
| John Mauldin (“Mauldin™) first became a director of the Company, that he is the owner and Chief
i} Executive Officer of one of the largest stock promotion operations in the United States, Mauldin
Feonomies, LLC,! which disseminates investment advice through varions Mauldin Economics’
websites and weekly newsletters. Such websites and newsletters include: Yield Shark; Thoughts |
| from the Frowtline; Quiside the Box, World Money Analyst; Bull's Eye Investor; Things That
Make You Go Hwmmm. . Just One Trade, Transformational Technology Alert, Conversations,

Mauddin PRO; Tony Sagami’s Ravional Bear;, and Over My Shoulder,

Through Defendant Mauldin’s newsletter, Transformational Techwology Alert, he

| published approximately two-dozen articles promoting Galectin and encouraging investors to buy

55Gai.ectin stock. Starting from s first isswe in November 2013, through the present day,

T ransformational Technology Alert’s coverage of Galectin was and is presented as impartial
disinterested third party analysis and fails fo inform investors that it is published by a director of
Galectin with significant stock holdings therein,

The inauguration of Mauldin Economics, LLC’s Transformational Technology Alert in |

| ;’Nevember 2013 offered subscribers a “free pamphlet” entitled “The 3 Hidden Companies About
ét@ Change Every Life on Earth,” which introduced Galectin with the totally false claim that, “this
company has figured out how to make T cells in the body work at shutting cancer down,”
| continued by falsely representing that, “GR-MD-02 has cleared out liver fibrosis...” and “GR-
MI3-02 is the first of its kind in both effectiveness and safety.” Mauldin’s introductory teaser for
:Tran;gfarmafianaf Technology Alert - as always in Transformational Techrology Alert - did not

| disclose that the publisher of the newsletter was a director of Galectin with significant holdings

therein. The introduction concluded by assuring investors that investing in Galectin along with

|} Available at hitp//www.maunldineconomics.com,

A
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H the other two “hidden companies”™ will “make you wealthicr than you ever imagined” because
H today.

Complaint (the “Second Amended Complaint”} is brought primarily o add the facts surrounding

N W e

{1 the Company’s false and misleading statements promoting Galectin through Mauldin Economics’

i conceal in their public statements and SEC filings, Mauldin's identity as the owner and operator
| of Mauldin Fconomics, LLC, one of the largest stock promotion companies in the country.

| Adding to the difficulty of access, other than the feaser introducing Transformational Technology, |

and were aware of (1) John Mauldin’s background; (i) existence of Mauldin Economics, LLC and

Techmology Alert. Thus, five of the ten directors, a majority for purposes of demand futility ma

derivative action, were directly involved in the campaign of false and misleading statements,

allegations of: (1) how the Defendants added a directorship to the beard in order to appoint
;Befendant Mauldin as a director, while concealing his true identity as one of America’s foremost .
stock promoters; and, (2) how the Defendants meticulously coordinated a campaign of deception

working with Company press releases, and “articles” by Mauldin Economics, LLC, and Emerging

1+ Mauldin Heonomics, Build Transformational Wealth from Three Tiny Companies, A Special dlert by the
| Transformational Techmology Team, Mauldin Economics, LLC (3/9/15, 2:36 pm), available af
1 Rty aeidineconamice oot dosanlond Ao tionib wivalthelmitthrgetingcompanies,

Galectin, “has as much long-term potential as the Pfizer or Merck stories you've seen here
The present motion for leave to file the Second Amended Shareholder Derivative

Transformational Technology Alevt newsletter.

This information was only located recently because Defendants have and continue to |

the newsletter itself is available only by subscription (at a price of $995.00 per vear).

As detailed in the Proposed Second Amended Complaint attached herelo, Defendants are

(111} Defendant Mauldin’s newsletter Transformational Technology 4lerd, which relentlessly
promoted Galectin stock utilizing false and misleading statements to do so,
Defendants Martin and Amelio nominated Mauldin for appointment o the Board, and

Defendants Czirr and Traber were often “interviewed” and even videoed by Trangformational

Plaintiff’s [Proposed] Second Amended Complaint includes detailed fact specilic 55
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Growth, to deceive investors who bought Defendants’ promise that investing in Galectin would

1 “make you wealthier than you ever imagined.”

ik
STANDARD OF REVIEW

The Nevada Rules of Civil Procedure for the District Courts state that “a party may amend |

the party’s pleading only by leave of court...and leave shall be freely given when justice so |

requires.” N.R.C.P. §15(z). In the absence of any undue delay, bad faith, or dilatory motive on |

| the part of the movant, leave to amend should be freely given. Fernandez v. Blanck, 2014 Nev. |

Unpub, LEXIS 247(Nev. 2014); see also Stephens v. Southern Nev. Music Co., 8% Nev. 104, 106}

5 (1973); Morris v. Morris, 83 Nev. 412, 414 {1967} (The Nevada Rules of Civil Procedure enable |
litigants to try fully their issues before the court, whether raised expressly by the pleadings or not.
NRCP 15¢a), (b) (¢} and (J) indicate the great liberality with which pleadings can be amended

:éfmd issues raised before, during or after trial); Cohen v. Mirage Resorts, Inc., 119 Nev. 1, 23 |

112003,

When considering a motion to dismiss, a district court must draw every fair inference in |

ifavor of the plaintiff when a complaint can be amended 1o state a claim for relief, leave to amend,
frather than dismissal, is the preferred remedy. Cohen, 119 Nev. at 22 {finding that the district
| :c@urt abused its discretion in refusing to allow the amendment and dismissing the complaint}, |
The court should be particularly inclined to freely allow amendments when such a request comes |

1 at an early stage of the proceedings and in response to the motion to dismiss). See i@ at 23

Plaintiff’s Motion for Leave to Amend his First Amended Complaint in favor of his

[Proposed] Second Amended Complaint, should be granted because “leave to amend should be
freely given.” See N.-R.C.P. §15(a). Furthermore, such amendment will not cause undue delay, is’

| not made in bad faith, and is without dilatory motive. The Nevada Courts have routinely allowed

amendments in such cases. Fernandez, 2014 Nev, Unpub, LEXIS 247 (Nev. 2014); Cohen, 119

. 1 Nev, at 23,

s
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A. Plaintiff’s Motion for Leave to Amend Will Not Cause Undue Delay, [s Not Made in
Bad Faith and Is Without Bilatory Moetive

1. Plaintiffs Motion for Leave to Amend Will Net Cause Undue Delay

Amending the present complaint will not cause vndue delay in litigating the instant action.

_.Nevada courts have found undue delay to occur when a party seeks leave to amend his or her
filing on the “eve” of trial or near or at the end of discovery. See Kantor v. Kantor, 116 Nev. 886,
892 (2000} (finding that granting the party’s motion for leave to amend seven weeks before trial
would have necessitated extensive delay); see also Garmong v. Rogrey & Sons Constr., 2011
| 1 Nev. Unpub. LEXIS 683, at *9 (Nev. 201 1) (finding that plaintiff’s second amended complaint |
égwould have prejudiced the respondents by causing undue delay because plaintift filed just two |
months before discovery deadline and several months before the trial was scheduled to begin) |
Wolverton v. On Demand Sedan Servs., 2011 Nev. Unpub, LEXIS 1067 (Nev, 2011} {finding that
the district court properly denied leave to amend because the plainfiff had unduly delayed

{ amending her complaint unti] after the close of discovery).

Unlike the above cases, in which the courts found that an amended complaint would result |

{in undue delay, no such circumstances exist in this case. This case is at an early stage and

19 | . . o L
| Defendants cannot possibly claim that the litigation has proceeded so far as o claim it is at the

{ “ave of trigl.”

Allowing Plaintiff to amend his complaint will not prejudice defendants in any way and

the purpose of N.R.C.F §8§15(@a), (b), (¢} and (d) is to provide “great liberality with which
pleadings can be amended and issues raised before, during or afier trial.,” Cohern, 119 Nev. at 23,
In this instance, a trial date has not been set; indeed, discovery has not even comumenced. Thus, |
| allowing Plaintiff’s proposed amendment falls squarely within the Nevada Court’s interpretation

Of NRC.P§1S,
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3. Plaintiff’s Motion for Leave to Amend is Not Made in Bad Faith

Plaintiff’s motion for leave to amend should be granted because it was not made in bad

éfaith and “in the absence of any apparent or declared reason, such as...bad faith...on the part of
1lthe movant, leave to amend should be freely given.” Stephens, 89 Nev. at 106, The Nevada
éSupreme Court has held that in the absence of bad faith or an improper motive, it is not proper 10

fdeny leave to amend the complaint. See Fernandez, 2014 Nev. Unpub. LEXIS 247, at *2.

Plaintiff has filed his Motion for Leave to Amend to incorporate new findings of alleged |

| wrongdoings by the Individual Defendants that continue to date. These wrongdoings were |
| concealed by Defendants who have pever publicly disclosed that Defendant Mauldin’s primary

| occupation and source of income is the owner and operator of Mauldin Economics, LLC, and that |

Defendant Mauldin i a stock promoter.

Shockingly, the scheme to boost Galectin stock by Defendants continues to this day. As

:recentiy as March 5, 2015, Transformational Technology Alert informed investors, without

disclosing that Mauldin was a director and significant holder of Galectin, that recent declines in

(ialectin stock prices are not an indication of anything negative about the compaay or is produet,

H but are in fact, “a huge buying opportunity.” Transformational Technology Alert, March 3, 2015,

as detailed in the Second Amended Complaint.

Plaintiff has worked diligently to gather, identify, process and draft the inforpation into

the {Proposed] Second Amended Complaint, Plaintiff now seeks to amend his pleadings to fully
é_imm"pm‘ate the wrongdoing by defendants. Plaintiff has made no bad faith attempt to stall |

|| litigation or unduly burden the Court with delays,

3. PlaintifPs Motion for Leave to Amend is Without Dilatery Motive

In Cohen, the court granted plaintiff’s motion for lsave to amend because the request came

Hat an carly stage of the proceedings, in response to a motion to dismiss, and “[tihere was no

reason to beHeve the request to amend was.. for any dilatory motive.” Cohen, 119 Nev. at 13,

Just like the plaintiff in Cohen, Plaintiff in the instant action seeks leave to amend at an

|learly stage of the proceedings, in response to a motion to dismiss, and m hght of newly
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{ discovered evidence concerning the alleged wrongdoing,

This Court should follow the Nevada Supreme Court’s decision in Cohen and grant |
Plaintiffs reguest for leave to amend because there has been no trial date set, no discovery |
schedule set, and Plaintiffs request is in response to the newly discovered information which

goes to the hearl of the original complaint, Allowing Plaintiff to amend in such circumstances

follows the purpose of N.R.C.P §15(a).

B. The Hearing Date on Defendants’ Motions to Dismiss Should Mot Be Altered

The Hearing Date scheduled should not be adjourned in accordance with

Rule 15(a}:
A party shall plead in response to an amended pleading within the
time remaining for response to the original pleading or within {0
days after service of the amended pleading, whichever period may
be the longer, unless the court otherwise orders.

INLR.CLP. §15(a),

The Parties and the Court have arople time in accordance with Rule 15(s} to respond to the

Second Amended Complaint and for the Parties to be heard on May 14, 2015, Moreover,
Defendants should not be given the opportunity to rewrite or supplement their motion to dismiss
because the defendants knew that Defendant Mauldin was the owner and operator of Mauldim |
| Heonomics, LLC, and was responsible for the false and misleading promotion of Galectin stock.
i None of this comes a3 a surprise to the Individual Defendants, as described above, and in the |

19 |
1 Second Amended Complaint.,

The Chairman of the Nominating Committee, Defendant Martin, and Nominating |

Committee member, Defendant Amelio, along with the Board, falled to disclose in both the
announcement of the appointment of Defendant Mauldin as a director and Schedule 14As filed |
| with the SEC Defendant Mauldin’s identity and background as g stock promoter, all as detailed in

the Second Amended Complaint,

Defendants seek dismissal based upon the premise that in all promotional articles there has |

been appropriate disclosures of the relationship between the Company and stock promoters |

promoting Galectin, To make such an argument, knowing full well that one of the Individual |
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 Defendants did precisely this, is inexcusable. Just because Plaintiff has discovered that which
{ Defendant knew all along, is hardly a veason to permit Defendants to return to the drawing board

and recast their moving papets.

Defendants will have the opportunity to submit Reply Memoranda, responding to |

H Plaintif’s Memorandum in Opposition to their motions to dismiss due to be filed on March 30,
2014. To the extent that Defendants claim prejudice and that it is burdensome, it is a problem of
|their own making. Defendants were aware of the information concerning Defendant Mauldin®s

1 identity and background in both the Company’s SEC filings and Mauldin’s publications.

Plaintifs failure to locate the evidence earlier in the case is excusable since defendants |

| concealed the information concerning Mauldin’s identity and background ever since he was

appointed to the Board,

Y.

Noting that the N.R.C.P. “indicates the great liberality with which pleadings can be

{ amended and issues raised before, during or afier trial,” the Court cited NR.C.P. §15 explicitly

permitting amendment of a complaint when such request comes at an early stage of the :

proceedings and in response to the motion to dismiss, Cohen, 119 Nev, at 22-23. There is no

possibility of prejudice to defendants in this instance where the facts/evidence are known io

| defendants - who have concealed such information illegally from the iavesting public -
H constituting no unfair surprise.

Wi

~e,
e
.
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For all the above reasons, Plaintiff respectfully moves the Court to grant (i) the present

M@tion for Leave to File a Second Amended Complaint, a copy of which is attached hereto; and

f(ii} the Hearing Date scheduled for May 14, 2415 shall not be adjourned.
| DATED this 19 day of March, 2015,

LEE, HERNANDEZ, LANDRUM
& GAROFALO
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NATASHA A, LANDRUM, ESQ.
Nevada Bar No. 7414

DAVID 5. DAVIS, ES{Q.

Nevada Bar No. 11549

7575 Vegas Drive, Suite 156

Las Vegas, NV E9128

Attorneys for Plaintiff Kirsch

LIFSHITZ AND MELLER
Edward W. Miller

Toshua M. Lifshiiz

821 Franklin Avenue, Suite 2048
(Garden City, New York
Telephone: (516} 493-9780
Facsimile: (516)288-7376
Attorneys for Plainiiff Kirsch
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Michael Kirsch v. Peter Traber, et ol
{In Re: Galectin Therapeutics)
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1ang foregoing MEMORANDUM IN SUPPORT OF PLAINTIFF'S MOTION FOR LEAVE
TO FHLE PLAINTIFF'S SECOND AMENDED SHARFTHOLDER DERIVATIVE

7 {| COMPLAINT 1n g sealed envelope, postage prepaid to the following counsel/person(s):

HLYSSA 8§ ANDERSON

9 | Mevada Bar No. 5781

KAEMPFER CROWELL

8345 West Sunset Road, Suite 230
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1 Telephone: (702} 792-7000

12 | Fax; (702} 796-7181

| landerson@kenviaw.com
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GALECTIN THERAPEUTICS, INC,,

H-vs-

{ PETER G. TRABER; JAMES C. CZIRK;
HIACK W, CALLICUTT,; GILBERTF.
HAMELIO; KEVIN D, FREEMAN,; ARTHUR
H R, GREEMBERG; ROD D, MARTIN; JOHN F
HMAULDIN: STEVEN PRELACK; HERMAN |
i PAUL PRESSLER, H; and DR, MARC |
i RUBIN,

{-angd-~

| Nevads corporation,
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Nevada Bar No. 7414
DAVID 5. DAVIS, ESQ.
WNevada Bar Mo, 11549

HLEE, HERNANDEZ, LANDRUM
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7575 Vegas Drive, Suite 150
Las Vegas, Nevada 891728
(702 883-8750

Fax; {7023 314-121¢
nlandrum@lee-lawlirm.com
ddavisidice-lawlirm.com

Attornevs for Plaintiff

BESTRECT COURY

CLARK COUNTY, NEVADA

Plaintiff

Pefendants,

CASE NG, A-14-706397-B
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1 By and through his undersigned counsel, Plaintiff MICHAEL KIRSCH {“Plaintiff”) brings
3 t}m shareholder derivative action on behalf of Nominal Defendant Galectin Therapeutics, Inc.
3 11 (“Galectin®” or the “Company”) against certain current officers and directors of the Company for

4 {ibreaches of fiduciary duties, unjust envichment, and corporate waste.  Plaiotiff makes these

(]

éa]iegatit’ms upon personal knowledge as to those allegations concerning Plaintiff and, as to all
& éother matters, upon the investigation of counsel, which includes review of public filings with the
7 Ub Securities and Exchange Commission (“SEC™Y, Company press releases, wehsile postings
2 amd other publications, news articles, publications disseminated by Company Director Defendant
3 J ohn Mauidin through Mauldin Economics, LLL and its various websites and newsletters, and
10 épieadinga, and documents filed in connection with the related pending securities fraud class action |
11 ;ﬁied in the United States Disiriet Court for the Morthern District of Georgla, i re Galectin
13 éff’}zempeusicsj Inc. Securities Litigation, Civil Action No. F15-0v-00029-8CJ {the “Securities |

13 11 Class Action™).

_ 14 ] SUMMARY
= 5
16 |i i. Nominal Defendant Galectin is a development-stage biopharmaceutical companyé

17 éfounded in 2000 (under the name “Pro-Pharmaceuticals, Inc.”y by scientists Dre. David Platt Ph.D.
18 ézmd D, Anatole Kiyosov Ph.D3., “the inventors of the Company’s core technology,” along with
19 |i investor Defendant James Czirr. Though the Company never made a profit or developed a drug :
20 approved by the Federal Divug Adminustration (‘FDA”), Galectin describes itself as a “[ljeader m
21 galectin science and drug development with a pipeline of novel and proprietary carbohydratc—é
22 | based drug compounds that inhibit galectins.”’ |
33 2. For ten years, the Company represented that its fruit pectin? carhohydrate GM-CT-
34 01 or “DAVANAT™ targets and neutralizes the galectin coating on cancerous cells (believed by

25 {the Company to block T-cells and chemotherapeutic drugs from killing these diseased cells) and

26 i

11 Form Dief 14A, at 10, filed March 26, 2010; Form 8-K, Ex. 99.1, at 37, filed May 26, 2011
27 il

17 Form 8-K, Bx. 99.1, at 3, filed on May 14, 2014; Form 8-K, Ex, %9.1, a1 9, filed on February 18, 2014,
28
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i therefore “might significantly decrease the toxicity” of chemotherapies.® Howsever, after the
2 Phase T and II studies were non-conclusive, and years of the Company promising but not
3 ;i conducting a Phase 11 study, the Company placed clinical studies of GM-CT-01 “on hold.” Form
4 HO-I, at 2, filed March 21, 2014, ~
5 3. With a $100 million deficii and no substantial progress towards FDA approval of
6 |jaiy drug candidate, by June 30, 2013, the Company had just two employees in research an d

7 {{ development and $5.1 million in cash, enough to fund operations through the first guarter of

g 112014
< G 4. Diesperate to raise cash, Defendants: (1) rensmed the Company “Galectin |
\ 10 i} Therapeutics, Inc.””; (2) repackaged fruit pectin based GM-CT-01 for treatment of cancer by

11 |Inevtralizing galectin, as fruit pectin based “GR-MI-02" for treatment of fatty liver disease or
12 [“NASH” {a precursor to cirrhosis and/or liver cancer with advanced fibrosis) by neutralizing

13 |i galecting and (3) launched a stock promotion campaign promoting Galectin and #ts “new” lead

14 drug candidate, GR-MD-02, through one of the nation’s biggest stock promoters, Manidin |
i5 || Economics, LLC, owned and operated by Defendant-Director John Manldin, and stock promotion |

16 1 i Emerging Growth Corporation (“Emerging Growth™).
17 | 5. In September 2013, Defendant Mauldin launched a new pay to subsoribe stock
18 1 newsletter, “Transformational Technology Alert” (“Transformational Technology™), offering
19 |isubscribers a “free pamphlet” supposedly providing information, “with the power to make you |
20 :Eﬁweaithisr than you ever imagined.” The pamphlect, titled “Revealed: The 3 Hidden Cmnpz:mz'esi
21 About o Change Every Life on Larth” stated that “GR-MD-02 has cleared out iiver:

22 |} fibrosis, . GR-MD-02 is the first of its kind in both effectiveness and safety.”® Based upon that

| ;“ Form 42413 (Prospectus and ‘{{e ation Staternent), at 11, Gled Angust 18, 2003,

4 Tarr 10-3, at 15, filed August 14, 2013; Form i06-K, at 10, fied March 29, 2013; Form 10-Q, at 7, filed
35 i1 November 12, 2013, i

26 H® Form 8-K, Bx. 99.1, at 4, 20, 27-35, filed on May 26, 201 1.

27 5_6 Mauidin Economies, Build Transformational Wealth from Three Tmy Companies, A ‘-{)&za! Alers by the .
_ETr.,ms,amwmanw Teﬂhna;’o&} ?"Lam, \fiauldfn Fcommms. Et /Q 15 ’) 36 pm ma:iab!e a.f;;

\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\
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{ false statement, the article encouraged subscribers to invest in the Company because Galectin, |

i1 “has as much long-term potential as the Pfizer or Merck stories you've seen here today,”

&. Since its inception, {ransformarional Technology has on a non-stop mounthly and

sometimnes weekly basis praised Galectin and GR-MI-02 and encouraged subscribers to invest in |
3('jralractin. Mauldin’s newsletter interprefed virtually every rise in Galectin stock price a5 a
{lconfirmation of value and resson to invest in Galectin, while virtually every decline was
Egégrpresentﬁ:d as “a greal buying opportunity.” For example, on November &, 2013, after a dip in;
_.Gaiectin’s stock price, Mauldin published a “Flash Alert” stating, "We believe this is a bullish
sugn and a greal opportunity to buy into a company that has a ton of potential. That's why we

|| want vou to allocate 1/3 of vour planned capifal {o NASDAQ:GALT at the market.”

=y

7. Defendant Mauldin never disclosed in his Transformational Technology vewsletter

that he is a director of Galectin with significant Galectin stock holdings, thereby fraudulently
| misleading readers to believe that Transformational Technology “expert researcher” Patrick Cox |
{and his supposed “team of analysts” were offering impartial third party analysis and opinion in.

| praising Galectin and advising investment therein.

8. Defendanis also paid stock promotion firm Emerging Growth, through its parent

s

gécompany TDOM Financial ("TDM”} - a penmy stock promotion firm - to draft and publish over 2|

dozen articles falsely promoting the prospects for GR-MD-G2. The Emerging Growth articles

Pwere published in g fashion that falsely and misleadingly led readers to believe the articles were

impartial third party analysis, as opposed to the paid advertisements they actually were.

g As a result of the Mauldin Heonomics/Emerging Growth promotional campaign,

Jnvestors were led to believe Galectin was endorsed by neutral third party stock analysts and were
{enticed to buy its stock, causing Galectin’s stock to trade at artificially inflated levels, doubling

{and tripling in price until the promotional campaign was discovered and made public,

® Patrick Cox, Revealed: The 3 Hidden Companies About to Change Every Life on Earth, Manidin Economics, LLC |
{{(March 3, 2015, 12:20 pm), available af http//www.maskdineconomics.com/landing/aff-3-hidden-companies-
{revealed (Bx. ).
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St Prior to the stock pumping scheme being uncovered and investing public finding |

{out about the frue nature of Mauldin Economics/Emerging Growth’s promotional campaign,
1 eertain of the Defendants capitalized on the artificially inflated Galectin stock price and sold their

{1 shares in the Company.

il On Faly 28, 2014, in articles published on Seekingdipha.com by Bleecker Sirest

Research and TheStreet.com by Adam Feuerstein, i became public knowledge that the glowing |

reports concerning the Company by Patrick Cox in Transformarive Technology and Emerging

{1 Growth had been generated by the Company through stock promoters.

i2.  Onthe news that months of positive reviews of the Company’s supposed scientific

developments had in fact been paid-for advertisement - contrary o representations by Mauldin

Feonomics and Emerging Growth ~ 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.

P3. Because Defendants Ceirr, Traber, Martin, Amelio and Mauldin, five of the

Company’s ten directors, arranged for and directly participated in Mauldin’s false and misleading |

stock promotion campaign, 2 pre-suit demand upon Galectin’s Bosrd is a useless and futile act |

il since:

{a} Ceiry and Traber worked divectly with Mauldin Economics” emplovee,
Patrick Cox, as reflected in the pages of Transformational Techmology and
further detailed below;

{b} In March, 2011, Defendant Martin, Chairman of the Nominating
Comymittee, and Defendant Ameclio, a member of the Nominating
Commities, decided that the nine director board of the six employee
Company’ needed to add two additional directorships by appointment and
selecied, screened, and nominated John Mauldin because he “is an cxpert in
a particular field needed by the Company.” Defendants were no doubt
aware that Mauldin was the owner and operator of Mauldin Economics,
LLC, and an expert in stock promaotion and brought him onio the Board for
that purpose; and,

1 . H M
anly two employees were ongaged in rosear
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{C) The Galectin Board of Diractors is controlled by the primary perpetrator of
and benefiter of the wrongful conduct complained of herein, Defendant
Czirr. In 2009, 10X Fund LLC {of which Defendants Czirr and Martin are
general pariners and Defendant Greenberg an investor) acquired all of the
Company’s Series B preferred stock {(in addition o iis already owned 34%
of the Company’s outstanding non-preferred stock) and the right to appoint
two directors and nominate three directors, amounting {0 what Defendant
Martin describes on 10X Fund's webpage as 13X Fund's “takeover” of the

Coropany.®
JURESBICTION ANB YERUE
4, The Court has jurisdiction over all claims because each defendant is either a

corporation that does sufficient business in Nevadg, or is an individual who has sofficient

minimum contacts with Nevada so as to render the exercise of jurisdiction by the Nevada courts

permissibie under traditional notions of {air piay and subsiantial justice.

IS, Venue is proper in this District Court becanse many of the acis and practices

complained of herein occurred in this District and Galectin is incorporated in Nevada.

THE PARTIES
16, Plaintift is, and at all relevant times has been, a holder of Galectin common stock.

17, Nominal Defendant Galectin is incorporated in Nevada with its principal place of

{ business in Jeorgia. The Company’s common stock is traded on the NASDAG Capital Markeis

;5 under the ticker symbol “GALT.” The Company has more than 21 million shares cutstanding.

18 Defendant Yames C. Crr {“Crire™) co-founded Galectin in July 2000 and has been

Chairman of the Board since February 2009 and “Executive Chatrman”™ since February 2010 for

which full time executive officer employment Czirr was paid $437,214 in total compensation in

2013 and $292,192 in 2012, Czirr is a defendant in the Securities Class Action and is the primary |

{lindividual accused of actually generating the false and misleading statements and the false and |

i misleading stock promotion campaign.

18, Defendant Rod D, Martin ("Martin™) has been Vice Chairman of the Galectin:

| Form Def 14A, at 7, filed March 21, 2014; Form DEF 144, at 4, 6, filed Apeil 21, 2014; Form DEF 144, at 3, filed |
HMarch 26, 2010,  The Martin (rgasization  (Mar, &, 2018, 11:4%  am.), avaifable  ari

bitp://vwww raariinotganization.com/business-portfolio/ §x-fnd-He/ {Ex. Al

L
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1 i Board of Directors, Chairman of the Nominating and Corporate Governsnce Committes (Vthe |
2 i Nominating Conuniitee”) and Chairman of the Compensation Committee since February 2010 |
3 iafter he, along with Czire, led a takeover of the Company through the 10X Fund, as more fully |

4 i detailed herein® Defendant Martin was Chajrman of the Nominating Committes that proposed

5 adding two additional director posttions to expand the Board {from ning to eleven directors {(for the
& six employee Company} and the appointment of Defendant Mauldin o one of the newly creaied
7 ézdirectorships, Form 10-K, at 10, filed on March 15, 2011,
8 :E 245, Defendant Arthur R. Greenberg ("Greenberg™ has been a director of the
o > Company and member of the Audit and Compensation Commitiees since August 2009 when the
- 10 10X Fund appointed Defendant Greenberg to the Board.
\ - 11 21, Defendant Gilbert F. Amelio (“Amelio’™), a 10X Fund director nominee, has been a

I T TR

17 ] director of the Company since February 2009, a member of the Compensation Conuntttee and a |

13 {imember of the three director Nominating Committes that proposed adding two director positions |

14 {0 the Board and appointing Defendant Mauldin fo one of the newly created directorships. Form |
15 11 10-K, at 10, filed on March 15, 2011,

i6 22.  Defendant Joho F. Mauldin ("Mauldin”} has been a director of the Company since
17 May 2011 when the Board, upon the proposal of the 10X fund directors {Czirr, Martin, Amchio |
18 and Greenberg), added two additional director positions o expand the Board to gleven directors
10 i and appointed Defendant Mauldin to one of the newly created directorships. Form 16-K, at 19, |
20 4 filed on March 15, 2011,
71 23, Defendant Peter G. Traber, M., ("Traber™), a 10X Fund director nominge, has,
23 since March 2011, been Galectin’s President and Chief Executive Officer (“CEQ™) and Chief
27 hMedical Officer for which employment Defendant Dy, Traber was paid 3612690 in total
24 555 compensation from Galectin tn 2013 and 51,089,299 in tolal compensation from Galectiv in 2012,

25 i Defendant Dr. Traber is and has been a director of the Company since February 2006%. Defendant

i1 Orpanization (March 6, 2015, 11:49 am.), availadle ai hitp:/fwww.martinorganization.com/business-portiolio/F Ox-
i fund-lic/ (Fx. ),

S
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October 2011, Doctor Rubin is the only purportedly

1 Dr. Teaber is a named defendant in the Securities Class Action,

24, Defendant Kevin . Freeman (“Freeman’™ has been a director of the Company and
4 N :

i member of the Audit Committee since May 2011 when the Board, upon the proposal of the above
110X fund directors, added two additional director positions to expand the Board to eleven |
H directors and appoeinted Defendant Mauldin to one of the newly created directorships. Form 10-K,

Hat 10, filed on March 15, 2011,

25, Defendant Steven Prelack (“Prelack™) has been a director of the Company and

éffihairmzm of the Audit Commitiee since April 2003,

26,  Defendant Herman Paul Pressier, [T ("Pressier™) has been as a divector of the |
Company and member of the Nominating Committee since May 2011,

v

27, Delendant Dr. Mare Bubin ("Rubin”) has been as g director of the Company since |

<

‘independent” director on Galectin’s Board |

! with any scientific, medical or biopharmaceutical education.

28, Defendant Jack W. Callicutt {“Callicott™) has been the Chief Financial Officer

é("‘CFO”) of the Company since July 2013, In 2013, Defendant Callicuit received substantial

compensation from the Company as his primary means of income in the amount of $853,919 in |

i total compensation.

2% The defendants identified in paragraphs 18 through 2& above shall be referred to as

tHthe “Defendanis™ herein,

FACTS

DEFENDANTS CAMPAIGN TO PROMOTE THE VALUE OF GALECTIN
STOUK AND ATTRACT INVESTMENT CAPITAL

A. How Defendant Mauldin Was Appointed To The Board

. Mass Resignation of the Company’s Scientific
Leadership and Takeover by 18X Fund

30, After nearly a decade since the Company was founded in 2000, by 2009, the

+ Company’s only drug candidate GM-CUT-01 appeared 10 be a failure. As a resull, by the start of |
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12008, the Company’s stock was trading at under one dollar, a fraction of the average in excess ot

animal clindeal testing) all resigned on the same day together with CEQ Dr. Platt. Form 8-K, filed

)
O]

~ .

1320 per share the stock had traded at from the date the Company went public o 2003 thmughé

1 2006.

31. On February 12, 2009, for reasons never disclosed by the Company, virtually all of

{the Company’s scientific leadership resigned including the Company’s CEO and Chatrman of the
| Board of Directors Dr., David Plait {a Ph.D. in Chemistry and a former research scientist with the
Brepartment of Internal Medicine at the University of Michigan}, a founder of the Company and,

1in the words of the Company, “the co-developer of our cove fechnology.” Form 8-K, February 18,

2{H19,

32, Along with Dr. Platt, virtuglly all the directors with any scientific, medical or

biopharmaceutical education resigned fom the Company’s nine divector Board of Directors.

{ Directors Dr. Henry J. Esber (a Ph.D. in Immunology and Microbiology with extensive successful

experience keadership positions in biopharmaceutical drug research and development), Dy, James |
T. Gourzis {a Harvard AB. in Biclogy and a Ph.D) in Pharmacology and Medicine with |

“extensive experience in formulating scientific and regulatory strategy and heading clinical |

development teams {or pharmaceutical and biotechuoology products, small molecules and

biplogics™ and Dy, Dale H, Conaway {a M.5. in Pathology and the former Chietf Veterinary

Medical Officer {or the United States Office of Research Oversight, with extensive experience in

on February 18, 200%; Form DEF 14A, filed on Aprnil 16, 2008,

33, The Company reported that there had beep “no disagreement” in connection with |

the February 12, 2009 wmass resignation. The circumstances surrounding the most defining and |
devastating event in the Company’s history, by which the Company’s leadership was virtually
drained of persons with scientific, medical or biopharmaceuiical education in a single day mass |

| resignation, was never reported to sharcholders. Form 8-K, filed on February 18, 2009,
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| Z. Defendants Czirr and Mariin Takeover the Company
2 Through the 18X Fund

31 34, The Z60% mass resignation coincided with a takeover of the company by
41 Betendants Crzirr and Martin, Defendants Cazire and Martin, who had previously held no position
> ‘on the Company’s Board and had no medical, scientific or biopharmaceutical education, became

6 lithe Company’s Chairman and Vice Chairman of the Board respectively, with the power 1o

7 {nominate or appoint a majority of the Board.
& i 35.  The Company reported on the same day of the mass resignation, February 12,
Q G

3526309, that four emnpty directorships were filled - at the behest of Defendants Czirr and Martin, by 5
10} Defendants Czirr, Martin, Amelio and Traber, and an additional directorship created and filled by

H | Defendant Greenberg:

b On February 12, 2009, James €. Czirr, Rod Martin, Dr. Gil Amelio and Div. Peler
13 Traber were elected to the Company’s Board of Directors.  Mr, Czirr and
| Mr. Martin were designated as the Series B Directors and Dr, Amelio and
14 ¢ P, Fraber will be the Series B Nominees. Mr. Czirr will serve as the Chairman of
the Board of Dhrectors. Dr. Amelio and Mr. Martin were appointed to serve as
135 members of each of the Compensation Committee and the Nomination and
16 Corporate Governance Commitiee of the Company’s Board of Directors. Bobby
| Greenberg, who will become a Series B Nominee upon issuance of the Maximum
17 Amount, was also appointed to serve on the Compensation Comumittee.

18 Form 8-K, filed on February 18, 2009,

i9

n 36, The new directors, Defendanis Amelio, Traber and Greenberg were selected by
21' {| Defendants Czire and Martin through the following series of events: Czier and Martin through 5'
- 10X Fund, L.PY purchased Dr. Platt’s shares for an undisclosed price at the time of his|
dode

- {| resignation, making 10X Fund the owners of 34% of the Company’s outstanding shares and by |
04 far the Company’s largest single sharcholder.” See Galectin Therapeutics Reporis Exercise of';
. Another 200,000 Warrants, The Martin Organization (Mar, 18, 2018}, availoble w
2;} hitp//www martinorganization.com/galectin-therapeutics~reporis-exercise-of-ancther-240000-

‘:’ 7 :: A AT T T LA A A A LA LA L AR L A R A R, o .
{1 ' Defendents Czirr and Martin are the co~founders and general pariners of 16X Fund, L.P. and managing members of |

~

o 10X Capital Management LLC, the general partner of 10X Fund, L.P. {colleciively referred to as “10X Fund™),
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warrants/; Form 10-K, at 21, filed March 21, 2014,

¥

37. Also at the time of the mass resignation, 10X Capital acquired all the Company’s
Series B preferred stock, and together with it the right: {1) to select and appoint two directors of §
the Company’s Board of Directors; and (2) to nominate three directors. DEF 14A, at 4, filed Apri
21, 2014, Accordingly, the Company announced a “Change in Contrel,” because, “HIX Fund will
have the right to elect or nominate five of nine members, or a majority, of our Board of |

Directors.” DEF 14A, at 6, filed on April 21, 2008; hitp//www. martinorganization.com /galectin-

therapentics-reports-exercise-of-another-200000-warrants/; Form 2013 SEC Form 10-K, at 21,

U fited March 21, 2014.

38,  Defendants Martin and Czirr describe themselves as having “taken over” Galecting

“The 10X Fund, LP and s general partner, 10X Capital
Management, LLC, were co-founded by Jim Czirr and Red D.
Martin as a technology-focused hedge fund headquartered in
Niceville, Florida. It currently invests principally in the biotech
space, and is especially noled for ifs takeover and vesiructuring
¢f GGalectin Therapeutics.”

See 10X Capital Managemery & 10X Fund, The Martin
Organization {Mar. iE, 2013, availabie it
hitp/Swww martinorganization.com/business-portfolio/H Ox-fund-
{le/ {(emphasis added).

38, As detailed above, on the day of the February 12, 2009 mass resignation, {

Defendants Czirr and Martin tock over the Company and its Board of Directors by assuming

directorships and posttions of Chatrman and Vice Chairman of the Board, designating Detendant

Martin as the Chairman of the MNominating and Corporate Governance Committee and

Compensation Commiftee, and selecting Defendant Amelio for the board as well as a member of
the Nominating and Compensation Commifiess.

43, Czirr and Chairman of the Nominating Committee Martin next arranged for the

appointment of Defendant Arthur R, Greenberg {an investor in 10X Capital''} 1o the Galectin |

EF 144, at 7, filed on March 26, 2010,

i0
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i 1 Board by intentionally leaving one board directorship unfilled,’? and having the Board fill '(E‘if."‘.:
p ivacant directorship by appomiment of “10X nominge” Greenberg, August 24, 2009 SEC Form 8-
3 K in subsequent vears, 10X Fund would directly appoint Defendant Greenberg 1o & “Series B :
4 : directorship.” Form DEF 144, at U, filed on April 12, 2011; Form DEF 144, at 9, filed on April
5 1120, 2012; Form DEF 144, at 4, filed on April 12, 2013,

& | 3. The 18X Fund Controlled Board, Which was Devoid of Scientific,
71 Medical or Biopharmaceutical Education, Appoinis
o Defendant Manldin o the Board
8 -
g 41, Defendants Czirr and Martin themselves have no medical or scientific education

16 1 and made no effort to refill the emptied directorships with doctors or scientists with medical,
11 |iscientific or biopharmaceutical education necessary to advance the research and development of |

12 | biopharmaceutical drugs.

13 | 42.  New directors Amelio and Greenberp, who were selected and appointed by 10X |

14 || Fund, have no medical, scientific or biopharmaceutical education or experience and Plaintiff' |

15 \therefore states on information and belief that they therefore have made no significant |
16 contribution to the direction of the Company in these areas.
7 43, Defendani Greenberg was an advertising and marketing expert brought onto the |
8  board for that purpose. Pefendant Greenberg is the owner and CEO of Prism Technologies which

1o 1 describes itself on ifs website as follows:

20 | “Prism Technologies’ core competency is providing a blend of
technology and content to digitally present a company's message,

21 from a stated vision to the reality of what the customer sees on the
35 screen, We begin with the specific objective for the project and then
T creale a digital environment that attracts, engages and educates the
23 it customer to generate a positive ROI, answering specific business
] objectives such as higher brand recognition, betier informed
24 ] customers, improved customer service, lower perceived wail timoes,
25 mereased sales infent and alliance marketing revenus.”
26

27 | 2 “If ail of the nominees are elected at the Annual Meeting, our Board of Directors will have sight members, and one
{1 vacancy, which may be filled by the appointment of Arthur B, Greenberg, whom 16X Fund has named as the third |

or 1 Series B nominee.” Form DEF 14A, filed on April 21, 2009,

H
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Form &-K, filed on August 24, 2009,

44, Plamntifl alleges upon information and belief that in the role of Company director,

Diefendant Greenberg contributed his “core competency [of] providing a blend of technology and
content to digitally present 3 company's message,” in order to assist Galectin’s public relations

with invesiors and potential investors,

45, By late 2810, the Company had only two employees working in research and

H development direcied by a board of eight “independent” directors of whom only one - Defendant

Dir. Rubin ~ had any scientific, medical or biopharmaceutical education or experience.

46, In April, 2011, the 10X Fund Defendants (Vice Chairman of the Board and |

| Chairman of the Nominating Committee'® Martin, Nominating Conunittes member and 10X Fund |
{inominee director Defendant Amelio,'® Chairman of the Board Defendant Czirr, and 10X Fund
| investor and appointee Defendant Greenberg) and the rest of the Board advised sharcholders that

{i the Board required two additional directors’® (to be appointed by the board) in order:

“to have a broader range of experience and expertize on the Board
of Directors than is possible if the Board size is limited to nine
persons. A cowpany such as ours needs expertise in drug
development and clinical trials, drug approval regulatory matters,
pharmaceutfical commercializagtion, infernational health care trends,
corporate finance, financial reporting, and other matters.”

i:-:F-mrm DEF 144, at 30, filed on Apnil 12, 201 L,

47, On May 26, 2011, the sharcholders approved the Board's request to appoint two |

| additional directors; on the same day, the Board, acting upon the proposal of the Nominating

11 Committee, appointed John Mauldin and Eevin B Freeman to directorships.

48,  As apparent from the director biographics included in Company Proxies, neither {

{John Mauldin nor Kevin . Freeman had any experience or expertise in “drug development,

H 12 April 20, 2012 SEC Form 14A, at 17,
" April 26, 2010 SEC Form 144, at 9,

1% The additional two direciorships would make the hoard twice the size of the Company’s six-person work force.

iZ
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iclinical trials, drug approval regulatory watters, pharmaceutical conunercialization  or |
linternational health care trends” or any scientific, medical, or biopharmaceutical education or

1 work experience.

4%, John Mauldin, the owner and CEQ of one of the largest stock promotion

E;{}pem‘tion.s' in the United States, Mauldin Fconomics, LL{,'Y disseminates stock investmenté
{advice through various Mauldin Economics’ websites and weekly newsletiers, inclading: Yield
| Shark, Thoughts from the Fromiling; Ouiside the Box, World Money Analvst; Bull's Eve Investor,
é?."hz'rzgs That Moke You Go Hemm. Jusi One Trade;, Conversations, Mauidin FRO, Tony

Nagami'y Rational Bear, Transformational Technology Alevt; and Over My Shoulder.

50. In the Company’s June 2, 2011 Form 8-K announcing expansion of the Board and

appointment of Defendant Mauldin as a director, Nominating Committee Defendants Martin and
 Amelio, along with the Board, did not disclose that Defendant Mauldiy's primary occupation and
source of income s due o his position as the owner and operator of Mauldin Economics, LLC,

and/or that Mauldin was a stock promoter, Instead, the Defendants deseribed Mauldin as follows:

Mr. Mauldin is President of Millennivm Wave Advisors LLEC, an
investroent advisory firm, and a registered representaiive of
Millennium Wave Securities, LLC,'” a FINRA registered broker-
dealer. Previously he was Chiet Executive Officer of the American
Bureau of Economic Research. He has many publications on
investments and fnancial topics, including a New Yord Times
bestseller and articles in the Fingnciol Times and The Daily
Reckoning, and 5 a frequent guest on UNBC, Yahoo Tech Ticker
and Bloomberg TV. He holds a BA. from Rice University and a
M.Div. from Southwestern Baptist Theological Seminary.

51.  Though Defendanis presenied sharcholders with detailed emplovment histories {or

L other directors, Defendants listed only single prior position for Mauldin: “CEQO of the American
I Burgan of Hconomic Research,” a name indicative of a not-for-profit financial research

|| organization easily confused with the “National Bureau of Economic Research” {the largest

H 10 See hitp:/Awwew.mauidineconomics.con:,
Y Mauldin also operates as a registered securities dealer under the apparently intentionally easily confused names, ]
H“Miltenniuvm Wave Management, LLC,” “Millennium Wave [nvestments,” and, “Millennivm Wave Advisors, LLC.” |
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1 ilindependent economics research organization in the United States and home o many of the |
2 i American winners of the Nobel Memorial Prize in Economic Sciences),
3 i 52. Mauldin was, in fact, from 1988 to 1983, the “CEO” of his own self-created for-

whE

4 1 profit company named “American Bureau of Economic Research, Inc.,”* a publisher of radical-

5 il right conspiracy theory and Christian Reconstructionist pamphlets,
& | | 53, Nominating Committee Chairman Martin and member Amelio, who claim to have |

7 i “selected and screened” their nominees, were also no doubt aware from their selection and
8 1iscreening of Mauldin that in Mauldin’s publically accessible FINRA registration filing, Mauldin
9 listed his employment from September 2002 through February 2004, the “Williams Financial |
10 E;zdi”srrm;ap,"’ a firm that was in three different disciplinary cases Censured and Fined by the National

11 i Association of Securifies Dealers during the short period of Mauldin's eraployment.

SULTE 150

Ee
LAS VEGAS, NY B2123

™,

WNDRUM & GAROFALD

L

13 54, From their selection and screening of Mauldin for a directorship, Defendants |

A

L.
(70021 $$6-9750

13 || Martin avd Amelio were also no doubt aware that Mauldin’s FINRA® records indicate that in |

-
[
EZ,

E, HERNANDE
775 VEGAS DRIV

14 {12003 Defendant Mauldin was personally Censwred and Fined $35,000 by the National

i

15 11 Association of Securities Deslers for writing in newsletters “exaggerated and unwarranted

LT\Z
e

16 | statements and claims,” “unwarranted projection of future performance,” and, “failure to |
17 {jdisclose his affiliation with the member firm by name in either of his newsletfers”. e,
18 | precisely what Mauldin did in the 2013-2014 {alse and misleading stock promeation campaign for |

19 i Galectin

g -1 W g - & ¥ o ) . v -
20 4 John Francis Mauldin (CRD #1945566, Registered Representative, Grapevine,
Texas) submitted a Letter of Acceptance, Waiver, and Consent in which he was

22 11" By deleting the “Inc.” from Mauldin’s company name, the title ("MNations! Bureau of Econormnic Hesearch™) |
indieates a not for profit company. While in & benign context this misstatement of title would fairly be taken as a |
23 || typographical error or innocent mistake, the context here is not benign given the concealment of Manldin’s primary |
{ occupation. '

9 NASD Case #20030001884-01), available af

45 {1 bitp/Avww finen.orgfsties/defndt/Nles/Disciplinary Action/p0 1 5524 .pdfs NASD Case #UAFDIN031), availadle af

L htipeeeww flareorg/industry/monthly-disciplinary-actions-july-2003-0703; MASD Casc #CMSH0G220), avaifabie o
16 11 httpdiwww finra.org/sites/defankt/files/Disciplinary Action/pli 7453, pdf.

oy #SRINRAY is the Financial Industry Regulatory Authority and leading non-governmental regulator for all seeurities

| firms doing business with the ULS. public. FINRA s chicfrole is to protect invesiors by maintaining the falress of
28 | the ULS. capifal markets by writing and enforcing rules,

4
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censurad, fined $35,000, and requirad to file with NASDYs Advertising Regulation
! Department all sales literature—except for generic newsletiers that do not discuss
| or otherwise reference specific securitiss—and advertisements writlen, disiributed,
or used by him at least 16 days prior to their first use for six months,

(T

Without admitting or denying the allegations, Mauldin consented to the desoribed
4 sanctions and (o the entry of findings that he wrote newsletters recommending
hedge funds sold by a member firm that had madequate risk disclosures about

3 investing in the hedge funds, made an unwarranted projection of future
6 performance, and made an inaccuvale staternent that a hedge fund would be subject

to NASD inspection, oversight, or audit. The findings also stated that Mauldin
7 failed to fully disclose the amount of consideration he would receive from the

| member firm for referring customers to the firm to buy the hedge funds, Jn
&\ addition, NASD found that Mauldin failed to disclose his affiliation with the
| member firm by name in the newsletters. (NASD Case #CAFG30032)

Q g |
. 10 Disciplinary and Other NASD Actions, at 440 July 2003}, available ot
g htip://www finra.org/sites/defanit/files/DisciplinaryAction/p744 5 pdf
3
12 4 55, Since Defendant Mauldin bas no sclentific, medical or biopharmaceutical

13 ileducation or experience in the operation of a biopharmaceutical drug development company, |

; 14 || Plaintiff sleges upon information and belief that Defendant Mauldin was assigned to the Board |
15 11 by Defendants for his core competency of stock promotions.
16 56, The Company’s June 2, 2011 Form 8-K announcing the appointment of Defendant |

17 Freeman as a directior, Nominating Committee Defendants Martin and Amelio, along with the |
1% EZBGard, stated that Defendant Freeman was, “the author of 2 New York Tioes bestselling book
19 |} about the stock market and economy.”

54} 57.  From therr selection and screening of Delendant Freeman for a directorship,
31 {Chairman of the Nominating Cornmittee Martin and wember Amelio were no doubt ware that
Pefendant Freeman’s books are all on the subject of “economic cyberterrorism” and conspiracy
21 theorigs such as “the evidence linking rogue elements in Communist China, Russia, and Islamic

~4 1 finance to economic warfare against the United States and why the Obama adrministration |

i . . . 5
35 | continues to look the other way. !
114 htipi//secretweapon.org/secret~weapon/; http/fwww thevillagesteaparty org/anuary-13-2014-with- |

37 kevinfresman.html (at 1:07:35 in the video, Defendant Frooman shares his plan to train 5,000 investment consultants §
i1 to rnanage @ haif tillion dollars to prolect clients from economic cyberterrorism, before launching into an over fifteen: |
38 _minuta discussion of Biblical prophesies). g

i3
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1 58. Since Defendant Freeman has no scientific, medical or biopharmaceutical
g education or experience in the operation of a biopharmaceutical drug development company,
3 | Plaintiff alleges npon information and belief that Defendant Freeman was assigned to the Board
4 lvby Defendants for his position as CEO of Cross Consulting and Services, LLC, an investrent
5 advisory company, with the ability (o steer investors to Galectin.

& 59, Defendant Cairr, Company co-founder, Chairman of the Board and Executiveé
7 : giihairmanc, is no stranger o viclation of securities laws in order to steer investors to the Company. .
& EE_In a February 11, 2005 U.S, Department of Labor Administrative Law Judge ruling, which the __
G ;:Company did not appeal {(and therefore has the authority of a final judicial finding of fact), the
16 Company was found 1o have terminated its Vice President of Investor Relations for objecting to
13 :.the. Company’s multiple violations of securities laws by payving disguised comumissions o non-
12 bmkeis for bringing mvestors to the Company’s private placement. After the Complainant - who
13 i “was primarily responsible for directing and managing the Company’s fund raising efforts” -

14 || objected t the illegal commission payments, she was terminated and the illegally compensated

15 non-brokers steering investors to the Company “were to report to Mr, Czirr rather than {o the
16 || Complainant.” 2005 DOLSOX LEXIS 3, at *29.
17 60. It s no accident that as of the date of the filing of this action, of eight

iR éé"‘imdf:pandf:m:”‘ directors, Galectin’s Board of Directors has only one director - Defendant Rubin - |
19 ¢ éWiﬂ‘i any scientific, medical or biopharmaceutical education. DEF 14A, filed on March 21, 2014.
20 :éThf: Company’s Board reflected Defendants Crire and Martin's priorities for, as detailed above, it |
21 was Crirr and Martin who were in large part responsible for the Board’s composition.

22 61, The bloated 10X Fund controlied Board added two additional directorships in parté
273 | f‘t(} appoint Defendant Mauldin to a directorship for his stock promoting abilities and were a'warf:;
24 géaf and pariicipaied jo the false and misleading stock promotion campaign which ?\/Ea!,ﬂdinE
75 spearheaded for the Company.

26 YA
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I 4. The Failure of The Company’s Lead Drug Candidate GM-CT-81
5 62.  Forten years the Company represented that its fruit pectin® carbohydrate GM-CT-
3 101 or “DAVANATY™ targets and neutralizes the galectin coating on cancerous cells {which |
4 according to the Company, blocks T-cells and chemotherapeutic drugs from killing cancerous
5 cells) and therefore “might significantly decrease the toxicity” of chemotherapies. Form 42483
5 {Prospectus and Registration Statement), at 11, filed Angust 18, 2003,

7 63.  After over g decade with no significant progress towards FDA approval of GM-
R CT-01 and the departure of virtually its entive scientific leadership, unlike most companies that |
9 || work toward building brand awareness, Defendants desired to distance the Company from its ows
g i fatlure and therefore altogether changed its name (from Pro-Pharmaceuticals, Tne. to Galectin
11 Therapeutics, Inc.). Form &K, Ex. 99}, at 4, 20, 27-35, filed on May 26, 201 1.

12 64.  As the fathure of GM-CT-01 was becoming appareni but before the Companyé.f

13 i officially announced discontinuation of its testing, the Company announced a new lead drug |

14 { candidate, GR-MD-02, which was suspiciously similar to its failed predecessor {fruit pectin based |
15 {i carbohydrate) claiming similar chemical attributes (binding to and neutralizing galectin), though |

16 be it for a fatty liver disease or “NASH” {a precancerous condition), rather than cancer.?

17 | 65. As the Company’s announcement of the discontinuation of testing on GM-CT-{11
18 ;appmach@d i 2613, Company co-founder and Chief Scientist Anatole Klvosov, PhuDD. resigned
19 Hand fully disassociated himself from the Company, a fact not reported by the Company but |
20 i apparent by the lack of any mention of Dr. Kivosov in the Company’s SEC flings. Form DEF
21 14A, filed on March 21, 2014,

23 66.  Prior to 2010 and the resignation of Dy, Platt, the Company’s Form DEF 144 and
23 | T orrn 10-K filings had always prominently identified Py, Plait and Dr. Klyosov as key employees |
24 L and prominently stated that GM-CT-01 and the Company’s core fechnelogy {upon which GR- |

25 [ MID-02 was also based) had been mvented by company founders, David Platt, Ph.id, CEQ, and

{ % Form &K, Ex. 99,1, at 3, filed on May 14, 2014; Fornt 8-K, Ex. 99.1, at 9, filed on February 10, 2014, ]
37 2 GR-MD-02 was similar to GM-CT-01: “We believe the mechanisrm of action for GM-CT-01 and GR-MD-02 is :5
{based upon interaction with, and inhibition of, galectin proteins, which are expressed at high levels in cortain
58 | é’pesthoiogical states including inflarnmation, fibrosis and cancer,” Form 16-K, at 3, filed on March 21, 2013.

17
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1 1 Anatole Klvosov, Ph.D., Chief Scientist. Form 10-K, March 12, 2010, After Dy, Plait resigned, |
2 iithe Company rested its claims of scientific expertise upon its Chief Scientist Dr. Klvosov: “We |
3 i believe that his (Dr. Klyosov's) expertise, supplemented by members of our Scientific and
4 t‘i\f‘i_edicai Advisory Boards, provides us with a substantial advantage in this relatively new area of
5 {1 drug development.” Form 16-K, filed on March 15, 2011; Form DEF 14A, filed on Apnil 12,
& 2011 Form DEF 14A, filed on Aprid 20, 2012,

7 67. By late 2013, having spent over ien vears and more than 3104 million in an
8 ijunsuccessful effort to develop supposed canmcer drug GM-CT-01 and losing iis scientific
Q 9 leadership along the way, the Company was down o just two employess in research and
10 | development and $5.1 million of cash, encugh to fund operations through the first quarter of |
11 22014,""4

17 68, With no substantial progress towards FDA approval of its lead drug candidate,
13 GM-CT-(1, with inconclusive Phase T and H studies, and having promised for two years, but not

14 commenced, a Phase 111 Trial of GM-CT-01, the Company could no longer put oft admitting to

15 investors that it had placed clinical studies of GM-CT-01 “on hold.” Form 10-K, at 2, filed March

16 |121, 2014, It was in this context that Defendants executed the Company’s false and misleading

17 |1 stock promotion campaign,

iR B. The False and Misleading Stock Promotion Campaign
1G | 1. The Launch of Trangformational Technology Alert
20 63, In MNovember 2013, Mauldin Economics, LLC {(owned and operated by Defendant

21 i Mauldin}, introduced a new newsletter named “Transformational Technology Alert” on the |
22 {{ Mauldin Economics, LLC website. Delendant Mauldin explained to readers n an introductory |
23 4| teaser titled, “Revealed: The 3 Hidden Comparies About to Change Every Life on Earth,” that the |

24 newsletier’s author, Patrick Cox, had just “joined the team of expert researchers at Mauldin

L)
oy

37 % Form 10-Q, at 15, Bled August 14, 2813; Formy 10-K, at 10, filed March 29, 2013; Form 10-Q, at 7, filed {
Movember 12, 2G13, |

28
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i Economics.
{“we share a vision of the fotwre and T am proud to announce Pairick has joined my team at

Mauldin Economics,™® where “Patrick’s job is to uncover the most urgent (new technology)

fas

1 work and report bis findings directly fo you.”

this letter, please speak fo your children and grandchildren,” and that following Mr. Cox’s|
{1 investment advice, “could release you from wosries about struggles in retivement, providing for {
{your family, or making certain your children and grandchildren have every advantage starting out |

éin life.” {emphasis added).

Maudlin Economics’ Transformational Technology or any other Mauldin Economics’ publication |

i since the introduction of Transformational Technology in November 2013.%

{of $995.00 per vear for twelve issues. The description of Transformational Technology on the |

| Mauldin Economics” website reads as follows:

1% Patrick Cox, Revealed: The 3 Hidden Companies 4bout to Change Fvery Life on Earth, Mauidin Economics, LLC |
i (March 5, 2015, 1220 pm}, avaiiable of htip//iwew.menldineconomics.com/landing/aff-3-hidden-companies-
revealed,

102 Pawrick Cox, identifies himself as: “Patrick Cox, Editor, Transformational Technology Alert at Mauidin
I _ ) [P

i| Economics,” See hitp/fvwww mauldineconomics.com/; btto:/Swww raauldinecenomics.com/ftech; |
Chtte/Awww, Gnancial sense.comdcontributors/patrick-coxhitpr/onww businessinsider corv/author/patrick- :

127 On four occasions pricr to the publication of Pransformation Technologies, Defendant Mauldin refersnced Galectin
1 two of his free online newsletters: Oueside the Box (December 20, 2011} and Thoughis from the Frontiine (QOctober
1, 2011, May 3 and 4, 2813},

225

Mauldin told his readers that he had “become close friends” with Mr. Cox because

74, Mauldin's introductory posting presented investors with a powerful promise of

huge profits to be made by investing in Galectin, as reflected by lines sach as, “whesn you finish |

71, FThere was no disclosure of Mauldin’s Galectin directorship or stock holdings in |

72, Mauldin’s Transformational Technology newsletter is sold to subscribers at a price

“Transformational Technology Alert

At Transformational Technology Alert, Patrick Cox uses his 30 years of
technology research experience 1o uncover the breakthroughs that could transform
the future. Each month, yvou get specific buy and sell recommendations and the full
story behind the publicly traded firms working on disease treatments, life
exiension tools, and breakthrough computing ideas that could deliver

b

confixzrISeP 3k P2,
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| transformational benefits to society and transformational gains to your portfolio.
b Few readers are prepared to witness the amazing advaoces Patrick covers in
" Transformational Technology Alert "™
Fi
1 :
¥ 73, Defendants understood that investors who valued the investment analysis of
4 {1 “expert researcher Patrick Cox” and the “Mauldin team of analysts” sufficiently to pay 5995.00 ¢
5 1 - - . - .
© iifor an annual subscription to Transformational Technology, would be more likely to follow |
6 timisleading “analysis” and advice to buy Galectin stock.
7 74.  From its inception, Defendant Mauldin's Transformational Technology has|
8 promoted Galectin to investors and advised them to buy Galectin stock. At key moments when |
- G —~ . . , - . ,
“ iithe Company’s stock price declined or the Company faced negalive news, Transformationd!
2 10 Techrology vushed to the Company’s defense and served as the Company’s advocate, pumping
HEH Galectin stock with full force.
12 75. On MNovember 21, 2013, after Galectin stock declined 50% in one month,
13 | Transformational Technology leapt into action informing subscribers that,
t4 | i o e ay
: *1 understand that Galectin Therapeutics {GALT) was also targeted
" BS54 recently. I'm not going o read or answer it, but 'm hoping to have
R Br. Peter Traber on video for you in the next week or so. Seriously,
16 check out his OV (hyperlink} and tell me who you're inclined to
trust.”
17 1
18 i , ; . - ,
L Transformational Technology, Noveraber 21, 2613, Mauldin Economics, LLC.
19
20 . - : , i | S 1
76.  Mauldin Economics worked hand in hand with Defendants 1o push Galectin stoc
210 . . » . . o
prices hack up by producing a video “interview” of Defendant Traber™ posted in|
Fransformationsd Techmology on December 19, 2013, where Mauldin Economics described the |
"1‘3 i . s - ., . ) L ;
“~ il decline in Galectin stock as a buying “opportunity for your portfolio’s benefit” because of the |
24 s : '
Hcompany’s “historic” technological breakthroughs:
25 |
| “I's come under attack recently by shoriers and, i experience 15 a
26 | guide, this could continue for & while, IT the price is driven down
27 e s — - | |
1 -° Available at bttp:///www.manldineconomics.com/invesior-resources.
28 i ¥ Avaiiabie at hitpsy/www.manldineconomios.comiiech/trans-tech/biotime-shows-2 3andme-how-iis-done .
2 :
20
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: and vou believe in the company, use the opportunity for your
! portfolio's benefit. This video should remind vou just how historic
and disruptive the company’'s galectin-blocker platform really 157

"5
Fai
3 | Transformational Technology, Decernber 19, 2613, Mauldin Economics, LLC,
77, Building upon the unresirained hype of Galectin (“make you wealthier than you
=
evey imagined’’} contained in Mauldin®s introductory teaser, the “The 3 Hidden Companies Abour
& . B _ L |
io Change Every Life on Eardh” pamphlet and virtually every issue of Transformarional |
7] | _
| Technology, confained false and misleading statements concerning Galectin and advised
8 11 .
subscribers to invest in the Company.®”
9 | | | |
78. By not disclosing that the publisher of Transformational Technniogy vewsletier |
10 4 _ . - |
{twas a director of Galectin with significant holdings therein, Mauldin misled readers to believe |
that they were receiving impartial third party analysis and advice regarding Galectin, its products
12 1] _
1 and whether or not {o invest in (alectin,
N 13 |
: ” 2. The Beceptive Slock Promotion Campaign Misleadingly Conceals |
the Ten Year Hundred Million Dollar Failure of GM-CT-81 and |
15 1 Misicadingly Presends a Patent and Phase 1 Testing as Indications |
of Dirug Efficacy
16
17 § 79.  The Company prepared for the disclosure that it had discontinued testing of iis |

18 | tong time lead drug candidate GM-CT-01 with an avalanche of supposed good news, and
19 cargfully embedded and concealed the disclosure tiself within a much larger “good news” article,

20 6.  Defendants utilized Company  press  releases,  Mauldin Fconomics
21 Transformational Technology newsletter and articles by paid stock promoter Emerging Growth
22 {through its parent company TDM) in thewr deceptive campaign to convert non-news {the granting
23 of a patent} into big news {government endorsement of the efficacy of the Company’s new lead |
24 | drug candidate) and bad news {announcement of the ifen vear $100 million failure of the

25 || Company’s previous lead drug candidate) into non-news,

¥ Transformational Technology dated, Movember 27, 2013, January 2, 2014, Fanuary 23, 2014, February 27, 2014, |
37 1 March 27, 2014, April 24, 2014, May 22, 2014, June 26, 2014, July 24, 2014, Aupust 28, 2014, Septamber 25, 2(3)14,E

1t October 23, 2014, November 26, 2014, December 24, 2014, January 29, 2013, February 26, 2015, and, March 5, |
2% 112013, along with monthly undated raotthly issues. E

2}
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1 | 1. The Company paid Emerging Growth {or approximately thirteen articles starting in
2013 to praise the Company and prospects of GR-MDB-02. These articles were faise and
3 | misleading for appearing o be objective assesaments of Galectin and its lsading drag candidate,
41 and also for containing false and misieading statements.

5 82,  Albthough the Emerging Growth articles were devoted exclusively to Galectin, in
& the body of the articles there was no disclosure that the articles were paid for by Galectin. |
74 Emerging Growth circulated their articles through SECKiings.com and through the Adccesswire |
g service with the knowledge and mtent that the articles would be republished by financial news
G outlets such as MarketWaich.com without any disclaimer whatsoever of the paid-for natore of the |
16 liarticie {such as in the Emerging Growth articles published on YahooFinance.com, which
i1 contained a hyperiink to such a disclatmer). |
12 83. O fanuary 6, 2014, Galectin issued a press release entitled “Galectin Therapeutics

2

12 |i Receives US Patent for Combination Treatment for Liver Fibrosis.” The title and tone of the
14 |iarticle created the impression that the grant of & patent was an indication that Galectin's GR-MD-

]

The granting of a patent indicates only that a

L v

15 {102 had efficacy as a “treatment for liver fibrosis)’

16 1icompound is unigue and not previously patented. The release stated in part:

17 {zalectin Therapeutics Receives US Patent for Combination Treaiment for
vo | Liver Fibrosis.
I8
19 Galectin Therapeutics, the leading developer of therapeutics that target galectin
T proteins to ireat fibrosis and cancer, today anncunced that it has received a
364 notice of allowance from the U.LS. Patent and Trademark Office for patent
application number 13/550,862 titled “Galactose-Pronged Polysaccharides in a
21 Formulation for Antifibrotic Therapies.” The patent covers both composition
claim for and uses of the Company’s carbohydrate-based galectin inhibitor
22 i} componnd GR-MD-02 for use in patiests with liver fibrosis in combination with
other potential therapeutic agents. The palent covers use of GR-MD-02 with
23 ; agents directed at multiple targets, some of which are currently in chnical
4 development for fibrotic disorders inchuding mopoclonal antibodiss to
| connective tissue growth factor, integrins, and TGHF-BLL
23

; “This patent provides additional coverage in the U5, for the use of GR-MI-{2
26 | in combination with other potential anti-fibrotic agents in the treatment of Hver
' fibrosis,” said Peter G. Traber, MDD, President, CEOQ and CMGO of Galectin

27 Therapeutics. *Io the future, liver fibrosis could be treated with a combination of
agents, and this patent provides important intellectual property for this

D
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i surprise given that GR-MD-02 is a fruit pectin based compound). Nouetheless, the January

possibility.’

84, O January 7, 2014, Emerging Growih added 1o the hype in an “articie” issued via |

 Adecesswire, again announcing the grant of the patent as if it were major news {Galectin has

hundreds of paients, but has yet to patent an item of any proven marketable value). The article, |

without any disclosure in its text indicating that 1t was paid for by Galectin, was entitled “Galectin |

H| Therapeutics Receives Patent for Combination Treatment for Liver Fibrosis. ™!

83, The January 7, 2014 Emerging Growth article slso falsely stated that preclinical

data from a Phase 1 study indicated that GR-MD-02 was a “breakthrough.” Because Phase |
trials are designed to test whether a proposed drug is dangerous to patients and there were only
eight subjects in the early stage of the Company’s Phase 1 study {two of whom were given
placebos and six GR-MD-02)}, the incomplete study had little statistical significance for anvihing

other than iis ptial indication that the drug did not cause significant harm to six patients (not a |

Tt
fo |

: 2014 article stated in part, “Wih ne approved treaiments for fatty liver disease with fibrosis, the

| breakihrough i very importaat for investors.”

86.  Mauidin Hconomics repeated and amplified the Company’s and Emerging |

{ Growth's deceptive statements by blatantly declaring GR-MD-02’s efficacy to have now become |
a “fact™; “The fact that the drug showed reaf beneff)” a scientifically preposterons statement for |
i1a drug that had not yet even completed its Phase 1 study. Transformational Technology, June 25,

142014, Galectin Therapeutics Announces Preclinical Orval Efficacy, Mauldin Economics, LLC.

87. As January 15, 2014 approached - the date upon which the Company would

Hannounce its discontinuation of testing of GM-CT-01 - the magnitude of the Company’s ||

deceptive ‘good news” campaign intensified:

e {n January 8, 2014, the Company issued a press release entitled “Galectin
Therapeutics Reports on Key 2013 Scientific, Development and Regulatory
Milestones, Highhights Corporate and Financial Activity,” further touting the
Company’s purporied 2013 accompiishiments.

117 Available  at  hitpriwww.marketwatch.conystory/galectin-therapeutics-receives-us-patent-for-combination-
i} treatment-for-liver-fibrosis-2014~-01-06.

APP000229




Lad

LA

[N

e On January 13, 2014, the Company issued a press release entitled “Galectin
Therapeulics Announces Completion of Enrollment in First Cohort of Phase |
Trial of GR-MD-02 in Fatty Liver Bisease with Advanced Fibrosis”
announcing that patient enrsliment in the first cohort of the Phase 1 GR-MD-
02 was complete. In the lanuary 13, 2014 press release, defendant Traber
claimed that “[clompletion of enrollment in the first cohort is an imporiant step
toward Galectin Therapeutics’ obijective of bringing a first- in-class treatment
to the millions of Americans suffering from fatty liver disesse with advanced
fibrosis.”

88.  In the face of all of the supposed good news in the first half of January 2014,

{ Galectin’s stock nearly doubled shooting up from $8.47 per share to 515,10 per share on heavy |

volume., With the witching hour of January 15, 20614 rapidly approaching, the 10X Fund

Pefendants shamelessly cashed n just days before the feared announcement of the

H discontinuation of efforis to develop GM-CT-01,

89. OUn lanuary 10 and 13, 2014, days before the Company announces its halt of

| testing on GM-CT-01, Defendants Cziry and Martin caused the 10X Fund lo seil 42,000 shares
of its Galectin stock at $16 per share and 58,000 shares at $14 per share, reaping proceeds of
$672,000 and $812,000, respectively, and by January 10, 2014, through the at-the-market
financing vehicle {the “ATM Offering”}, the Company sold a total of 2,391,204 shares oi

{1 common stock for gross proceeds of $23,883,137.

8G.  On Japuary 15, 2014 the Company buried its announcement of its discontinuation |

of efforts to develop GM-CT-{11 within a long “good news” article bearing the “good news” title: |

{ “Galectin Therapeuties Supports Investigational New Drug (IND) Application for its Galectin

élnhibitor GR-MD-07 in Metastatic Melanoma,” stating in pari;

Noreress, GA (Ffanuary 15, 1014} ~ Galectin Therapeutics Inc. (NASDAG:
GALTY, the leading developer of therapeutios that target galeclin proteing {o treat
fibrosis and cancer, today anncunced that Providence Portland Medical Center
filed an Investigational New Drug (IND3 application with the ULS, Food and Drug
Administration (FDA) on Decenber 27, 2013 to study GR-MD-02 in combination

with ‘z’{:r\fqu‘{ (ipilimumab) in a Phase 1B study of patients with metastatic
melanoma. GR-MD-02 is Galectin Therapeutics” proprietary molecule that binds
to and inhibits galectin proteins, predominantly galectin-3.
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o The application was prompted by findings from a prechinical study led by tumor
bl romunology expert William L. Redmond, PhD., of the Providence Portland
: Medical Center’s Earle A. Chiles Research Institute (EACRI). The preclinical

~5

‘4 study found that GR-MID-02 increased tumor shrinkage and enhanced survival in
31 inumune competent mice with prostate and breast cancers when combined with
T one of the immune checkpoint ishibitors, anti-CTLA~4 ot anii-PD3-1. These
4 i findings suggest a role for GR-MD-02 in cancer immunotherapy.

51 “The IND filing to study GR-MD-02 in conjunctive use with Yervoy in patients

| with metfastatic melanoma is an imporiant milestone for both Providence Portland
6 | Medical Center and Galectin Therapeutics,™ said Dy, Peter G, Traber, Presudent,
| Chief Executive Officer and Chief Medical Officer, Galectin Therapeutics.

7 i “Preclinical data bave shown that GR-MD-02 holds inupense polential for
2 increasing the effectiveness of other therapies and may be an important approach
i in enhancing cancer immunotherapy.”
o 9
i if the application is approved by the FI3A, the Phase 1B study will be conducted
: 10 by the EACRI under principal investigator Brendan D, Curti, M.D. EACRI and
! Providence Cancer Center researchers have been leaders in  immunotherapy
IS research and translational clinical frials in melanoma and other cancers.,
12 “The Phase 1B study will determine if GR-MD-02 enhances the prohability of
melanoma response with iptlimuomab by inducing proliferation, activation and
13 memory function of CBB+ T cells,” said Dr. Curti, the wtrial’s principal
14 investigator, a medical oncologist and director of the Providence Biotherapy
= Program at EACRI “The combination of GR-MDB-02 and ipilimumab has 2 sirong
15 scientitic rationale based on Dr. Redmond’s laboratory work. This study represents
: a novel approach for patients with metastatic melanoma.”
it i

i The study will employ a 343 Phase 1 design with dose escalation of GR-MD-02
7y in conjunction with the standard therapeutic dose of iptiimumab in patients with
: advanced melanoma for whom ipilimumab would be considered standard of care.

1% In addition to monitoring for toxicity and clinical response, blood samples will be
19 obtained to assess mmmunoclogic measures relevant fo galectin biology and
T ipitimumab T-cell check-point inhibition. (alectin Therapeutics will provide its
20 | proprietary compound GR-MD-02 to EACRI researchers, as well as supply
i researchers with supporting analysis of the pharmacokinetics of GR-MD-82 and
2% the right to reference the Company’s open IND on GR-MD-{2,
22 ¢ 1. Buried deep within the body, at the end of the exceptionally long and scientifically
23 i detailed press release it was mentioned that GM-CT-(31, had been “placed on hold™
24
i Separately, the Cancer Centre at the Clinigues umversities Saint-Lue and the
25 1 Ludwig Institute for Cancer Research (LICR), i agreement with Galectin
Therapeutics, placed on fold its Phase 1/2 trial evaluating the safery and efficacy
26 i of another galectin inhibitor, GM-CT-G1, w combination with an experimental
peptide vaccine for the treatment of advanced mefastatic melanoma. Dr. Jean-
27 ¢ Francois Baurain, the {rial’s principal investigator, medical oncologist and
2% director of the melanoms clinic of the Cancer Center at CUSL, said, "“The trial

)
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was unable to enroll sufficient patients with advanced stage melanoma due to the
high selection criteria of patient candidates for the peptide vaccine and the
recent availability of Yervoy in Europe as a treatiment increasing the overall
survival of metastatic melanoma patienis.” A total of three patients compieted the
trial with no serious adverse evenis atiributed o drug treatment and with two
patients having a mixed response and one having progressive disease,

92. However, the most critical misinformation undertaking of the Company’s |

H campaign was delegsted to the most skilled professional stock promoter, Defendant Mauldin, who
was tasked with the “day after” job of pumping Galectin the day afier the January 15, 2014

announcement of the discontinuation GM-CT-01.

83, On January 16, 2014, Transformational Technology devoted most of s issue o
Galectin., The article contained the false vepresentation that GR-MID-02 had been demonstrated to

“stop cancers from shutting down T-cells” and “actually reversels] fibrosis” in preclinical animal

tand human cell fests — none of which was true. Building upon the false and misleading |

statements, the article concluded that objective criteria indicate that Galectin bhad “one of the most

important anti-cancer breakthroughs of afl time.” The article failed to disclose that the proceeding

day Galectin had announced discontinuation of GM-CT-01, fo which the Company had devoted

Lten years and 31040 million.

"The company's carbohydrate drugs have a powerful binding affinity {0 the
T cell receptors that are attacked by cancers' galectin-3s. This means that,
with the help of these carbohydrates, cancers can no longer shut down T
celis. As g resull, the immune system s much more able to recognize,
adapt to, and deal with cancers. When this technology is combined with
ong of several new anti-cancer drugs, | belleve that the disesase will be
fargely beaten.™s*

Galectin Therapeutics Moves as Liver Drugs
Gain Spotlight

By Fatrick Cox

2 Ouotes from articles are, to the extent possible, reprinted herain (0 the original fonis and font size in which they
: £ : : ] et S

4 were publishad.
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