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CHANNEL THERAPEUTICS CORPORATION
4400 Route 9 South, Suite 1000
Freehold, NJ 07728

NOTICE OF ACTION BY WRITTEN CONSENT AND INFORMATION STATEMENT

WE ARE NOT ASKING YOU FOR A PROXY AND
YOU ARE REQUESTED NOT TO SEND US A PROXY.

To Our Stockholders:

This notice of action by written consent and the accompanying information statement is being furnished by the
Board of Directors of Channel Therapeutics Corporation, a Nevada corporation (“Channel”, “we”, “us” or “our”),
to the holders of record at the close of business on April 23, 2025 of the outstanding shares of the Channel’s
common stock, par value $0.0001 per share (“Channel common stock”), pursuant to Rule 14¢-2 promulgated under
the Securities Exchange Act of 1934, as amended (the “Exchange Act”), in connection with an Agreement and Plan
of Merger (the “Merger Agreement”), dated April 16, 2025, pursuant to which, subject to the terms and conditions
thereof, CHRO Merger Sub Inc., a Delaware corporation and a wholly owned subsidiary of Channel (the “Merger
Sub”), will merge with and into LNHC, Inc., a Delaware corporation (“LNHC”), with LNHC surviving as a wholly
owned subsidiary of Channel, and the surviving corporation of the merger, which transaction is referred to herein as
the “Merger”. A copy of the Merger Agreement is attached as Annex A to the accompanying information statement
and incorporated by reference into this notice.

Immediately prior to the effective time of the Merger (the “Effective Time”), each share of LNHC capital
stock will be converted into the right to receive a number of shares of Series A Convertible Preferred Stock, par
value $0.0001 per share (the “Channel Series A Preferred Stock™), of Channel equal to the exchange ratio described
in more detail in the section titled “The Merger-Exchange Ratid” beginning on page 125 of this information
statement. The exchange ratio represents the number of shares of Channel common stock issuable upon conversion
of the Channel Series A Preferred Stock that will be received for each LNHC share outstanding in the Merger and
is based on a stipulated value for Channel of $15 million (excluding the PIPE Financing (as defined below)) and for
LNHC of $67 million. Based on Channel’s and LNHC’s capitalization as of May 23, 2025, Ligand
Pharmaceuticals, Inc., a Delaware corporation (“Ligand”) is expected to receive an aggregate of approximately
31,253.76 shares of Channel Series A Preferred Stock in the Merger. This amount is an estimate only and the final
number of shares Ligand will receive at closing will be determined pursuant to a formula described in more detail
in the Merger Agreement.

Certain investors (the “PIPE Investors”) have agreed to subscribe for and purchase an aggregate of
approximately 50,100 of shares of Channel Series A Preferred Stock, at a price per share equal to $1,000 (the
“Purchase Price”), subject to adjustment as set forth in the securities purchase agreement, by and among Channel,
LNHC and certain investors, which includes Nomis Bay Ltd (“Nomis Bay”) and Ligand (the “Purchase
Agreement” and together with the Merger Agreement, the “Transaction Agreements”; such transaction, the “PIPE
Financing” and together with the Merger, the “Transactions”). The PIPE Financing is expected to close
immediately prior to the closing of the Merger. Each share of Channel Series A Preferred Stock is initially
convertible into 1,000 shares of Channel common stock. The gross proceeds from the PIPE Financing are expected
to be approximately $50.1 million, consisting of approximately $50.0 million in cash and the conversion of
approximately $0.1 million of principal and interest payable under an outstanding convertible note issued by
Channel, before paying estimated expenses. The funding of the cash Purchase Price by Ligand, Nomis Bay and one
other investor will be offset by the repayment of certain bridge loans issued by such investors to LNHC. The
closing of the PIPE Financing is conditioned upon all conditions to the closing of the Merger being satisfied or
waived, the Merger being set to occur substantially concurrently with the PIPE Financing, entry into the Royalty
Agreements (as defined in the Purchase Agreement), as well as certain other conditions. A copy of the Purchase
Agreement is attached as Annex B to the accompanying information statement and incorporated by reference into
this notice.
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Additionally, immediately following the Transactions, the Channel securityholders as of immediately prior to
the Merger are expected to hold approximately 7.9% of the shares of combined company capital stock, Ligand,
including its participation in the PIPE Financing, is expected to hold approximately 55.7% of the shares of
combined company capital stock, and the other PIPE Investors are expected to hold approximately 36.3% of the
shares of combined company capital stock, in each case, on a fully diluted basis, subject to certain assumptions.

Shares of Channel common stock are currently listed on The NYSE American LLC (“the NYSE American”)
under the symbol “CHRO”. On April 16, 2025, the last trading day before the announcement of the Transactions,
the closing sale price of Channel common stock was $1.255 per share. On May 23, 2025, the last trading day before
the date of the accompanying information statement, the closing sale price of Channel common stock was $0.97 per
share. Channel intends to file a listing application for the combined company with The NYSE American. After
completion of the Merger, the combined company will be renamed “Pelthos Therapeutics Inc.” and, assuming
approval of the listing application, the common stock of the combined company will trade on The NYSE American
under the symbol “PTHS”. However, The NYSE American’s determination of the combined company’s listing
status is not known as of the date of this information statement.

The Transaction Agreements and the Transactions were unanimously approved and determined to be
advisable, fair to and in the best interests of Channel and Channel stockholders, by the Channel board of directors
upon unanimous recommendation of an independent special committee of the Channel board of directors (the
“Special Committee” and, such recommendation, the “Special Committee Recommendation”) — a committee
comprised solely of independent and disinterested directors with respect to the Transactions that was established by
the Channel board of directors to (a) establish, approve, modify, monitor and direct the process and procedures
related to the review, evaluation and negotiation of the Transactions; (b) review and make such investigation of the
Transactions as the Special Committee deems appropriate; (c) evaluate the terms and conditions of the
Transactions; (d) contact and negotiate with Ligand or its representatives regarding any element of the
Transactions, including the Transactions’ structure, price, terms and conditions (including the terms and conditions
of any definitive agreements with respect to the Transactions); (e) contact and negotiate with third parties and their
representatives (including potential investors, lenders and other parties) regarding any element of the Transactions;
(f) in the event the Transactions involved stock consideration, investigate the appropriate relative valuations of
Channel, Ligand or any other third party, as applicable; (g) to the extent the Special Committee deems it
appropriate, report to the full Channel board of directors its recommendations and conclusions with respect to the
Transactions, including a recommendation and determination as to whether the Transactions are advisable and in
the best interests of Channel and Channel stockholders and should be approved or rejected by the full Channel
board of directors; (h) in connection with its recommendation to the full Channel board of directors, communicate
(including, but not limited to, communications with the stockholders, management, advisors and representatives of
Channel) regarding the Transactions; (i) following the execution of any agreements relating to the Transactions, if
any, take any other actions contemplated by such agreements to be taken by the Special Committee, including to
take (or determine not to take) actions with respect to any intervening event; (j) to the fullest extent permitted by
Nevada law, as amended from time to time, exercise any other power or authority that may be otherwise exercised
by the Channel board of directors that the Special Committee may determine to be necessary or advisable to carry
out and fulfill its duties and responsibilities; and (k) determine to elect not to pursue the Transactions.

Stockholder approvals of the Merger Agreement, including the Merger, and the Purchase Agreement are also
required pursuant to Section 713 of the NYSE American LLC Company Guide (the “NYSE American Guide”),
which requires stockholder approval prior to the issuance of securities in connection with a transaction other than a
public offering involving (1) the sale, issuance, or potential issuance by the issuer of common stock (or securities
convertible into common stock) at a price less than the greater of book or market value which together with sales by
officers, directors or principal stockholders of the issuer equals 20% or more of presently outstanding common
stock; (2) the sale, issuance, or potential issuance by the issuer of common stock (or securities convertible into
common stock) equal to 20% or more of presently outstanding common stock for less than the greater of book or
market value of the stock; or (3) the issuance of shares in connection with a transaction when the issuance or
potential issuance will result in a change of control of the issuer.

Because Channel expects to issue approximately 31,253.76 shares of Channel Series A Preferred Stock to
Ligand in accordance with the terms and subject to the conditions of the Merger Agreement, and approximately
50,100 of shares of Channel Series A Preferred Stock to the PIPE Investors in accordance with the terms and
subject to the conditions of the Purchase Agreement, Channel will issue more than 20% of both the voting power
and the
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number of shares of Channel common stock outstanding before such issuance. Further, the closing price of
Channel’s common stock on April 16, 2025, which immediately preceded the signing of the Merger Agreement and
the Purchase Agreement, was $1.255 per share, and the average closing price of Channel’s common stock for the
five trading days immediately preceding the signing of the Merger Agreement and the Purchase Agreement was
$1.311 per share. Because the price at which Channel will issue the shares of Channel Series A Preferred Stock to
PIPE Investors in accordance with the terms and subject to the conditions of the Purchase Agreement is $1.00 per
share, which is lower than $1.255 per share, the stockholder approval of Channel is required pursuant to
Section 713(b) of the NYSE American Guide.

On April 11, 2025, the Channel board of directors adopted a resolution approving an amendment to the
articles of incorporation of Channel to change the name of the corporation from “Channel Therapeutics
Corporation” to “Pelthos Therapeutics Inc.” upon the consummation of the Transactions (the “Name Change
Charter Amendment”). Stockholder approval of the Name Change Charter Amendment is required pursuant to
Section 78.390 of the Nevada Revised Statutes (the “NRS”), which requires stockholder approval with respect to a
change in the name of Channel, if the proposed amendment to the articles of incorporation consists of more than a
change in the name of Channel. A copy of the Name Change Charter Amendment is attached as Annex C to the
accompanying information statement and incorporated by reference into this notice.

Also on April 11, 2025, the Channel board of directors adopted a resolution approving the Amended and
Restated Channel Therapeutics Corporation 2023 Equity Incentive Plan (the “Amended and Restated 2023 Plan”).
Stockholder approval of the Amended and Restated 2023 Plan is also required pursuant to Section 711 of the NYSE
American Guide, which requires stockholder approval with respect to the establishment or material amendment of
any equity compensation arrangement, with limited exceptions. A copy of the Amended and Restated 2023 Plan is
attached as Annex D to the accompanying information statement and incorporated by reference into this notice.

Additionally, on April 11, 2025, the Channel board of directors adopted a resolution approving an amendment
to the articles of incorporation of Channel (the “Reverse Stock Split Charter Amendment”) to effect a reverse stock
split of all outstanding shares of Channel common stock, by a ratio in the range of one-for five to one-for-twenty-
five, to be determined in the Board’s discretion (the “Reverse Stock Split”), only to the extent needed to meet the
listing requirements for listing the shares of the combined company on The NYSE American. Stockholder approval
of the Reverse Stock Split is required pursuant to Section 78.2055 of the NRS, which requires stockholder approval
with respect to a decrease in the number of issued and outstanding shares of a class or series held by Channel
stockholders without correspondingly decreasing the number of authorized shares of the same class or series. A
copy of the Reverse Stock Split Charter Amendment is attached as Annex K to the accompanying information
statement and incorporated by reference into this notice.

In accordance with Section 78.320 of the NRS, following execution of the Merger Agreement, Channel
stockholders who collectively held more than a majority of the combined voting power of the of the total issued
and outstanding Channel common stock (the “Majority Stockholders”), executed and delivered to Channel a written
consent approving and adopting the Transaction Agreements, the Transactions, the Name Change Charter
Amendment, the Amended and Restated 2023 Plan and the Reverse Stock Split (the “Stockholder Approval”) in
lieu of a special meeting of stockholders, which is attached hereto as Annex E (the “Written Consent”). As a result
of the execution and delivery of the Written Consent, the holders of a majority of the aggregate voting power of the
outstanding Channel common stock entitled to vote thereon have adopted and approved the Transaction
Agreements, the Transactions, the Name Change Charter Amendment, the Amended and Restated 2023 Plan and
the Reverse Stock Split. The delivery of the Written Consent constituted the necessary approvals of stockholders
for the approval of the Transaction Agreements and the Transactions, subject to the other conditions set forth in the
Transaction Agreements (as further described herein), the Name Change Charter Amendment, the Amended and
Restated 2023 Plan and the Reverse Stock Split. As a result, no further action by any stockholder of Channel is
required under applicable law or the Transaction Agreements (or otherwise) to adopt the Transaction Agreements,
approve the Transactions, approve the Name Change Charter Amendment, approve the Amended and Restated
2023 Plan or approve the Reverse Stock Split, and Channel will not be soliciting your vote for or consent to the
adoption of the Transaction Agreements, the approval of the Transactions, the approval of the Charter Amendment,
the approval of the Amended and Restated 2023 Plan and the Reverse Stock Split and will not call a stockholders’
meeting for purposes of voting on the adoption of the Transaction Agreements, the approval of the Transactions, the
approval of the Name Change Charter Amendment, the approval of the Amended and Restated 2023 Plan and the
Reverse Stock Split.

il
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PLEASE NOTE THAT THE SPECIFIED STOCKHOLDERS HAVE VOTED TO APPROVE AND
ADOPT THE TRANSACTION AGREEMENTS, INCLUDING THE TRANSACTIONS, THE NAME
CHANGE CHARTER AMENDMENT, THE AMENDED AND RESTATED 2023 PLAN AND THE
REVERSE STOCK SPLIT. THE NUMBER OF VOTES HELD BY THE SPECIFIED STOCKHOLDERS
IS SUFFICIENT TO SATISFY THE STOCKHOLDER VOTE REQUIREMENT UNDER THE NRS,
INCLUDING FOR THE NAME CHANGE CHARTER AMENDMENT AND THE REVERSE STOCK
SPLIT, SECTION 713 OF THE NYSE AMERICAN GUIDE FOR APPROVING THE TRANSACTION
AGREEMENTS, INCLUDING THE TRANSACTIONS, AND SECTION 711 OF THE NYSE AMERICAN
GUIDE FOR APPROVING THE AMENDED AND RESTATED 2023 PLAN. CONSEQUENTLY, NO
ADDITIONAL VOTES WILL BE NEEDED TO APPROVE THE TRANSACTION AGREEMENTS,
INCLUDING THE TRANSACTIONS, THE NAME CHANGE CHARTER AMENDMENT OR THE
AMENDED AND RESTATED 2023 PLAN.

The information statement accompanying this letter provides you with more specific information concerning
the Transaction Agreements, including the Transactions, the Name Change Charter Amendment, the Amended and
Restated 2023 Plan and the Reverse Stock Split. We encourage you to carefully read the accompanying information
statement and the copies of the Merger Agreement, the Purchase Agreement, the Name Change Charter
Amendment, the Amended and Restated 2023 Plan and the Written Consent included, respectively, as Annex A
Annex B, Annex C, Annex D and Annex E to the accompanying information statement.

BY ORDER OF THE BOARD OF DIRECTORS,

Francis Knuettel 11 Todd Davis
Chief Executive Officer and Chief Financial Officer, Chairman of the Board
Director

Neither the Securities and Exchange Commission nor any state securities regulatory agency has
approved or disapproved the Transactions, the Name Change Charter Amendment, the Amended and
Restated 2023 Plan or the Reverse Stock Split or passed upon the merits or fairness of the Transactions, the
Name Change Charter Amendment, the Amended and Restated 2023 Plan or the Reverse Stock Split or
passed upon the adequacy or accuracy of the disclosures in this notice or the accompanying information
statement. Any representation to the contrary is a criminal offense.

The information statement is dated May 27, 2025 and is being mailed on May 27, 2025 to our stockholders of
record as of April 23, 2025.




TABLE OF CONTENTS

TABLE OF CONTENTS

SUMMARY
The Companies
The Merger
PIPE Financing
Channel’s Reasons for the Merger
LNHC Reasons for the Merger
Recommendation of the Special Committee: Reasons for the Transaction
Recommendation of the Channel Board of Directors
Written Consent of Holders of Channel Common Stock
Opinion of M&N Sarchet to the Channel Special Committee and Channel Board of Directors
Overview of the Merger Agreement and Agreements Related to the Merger Agreement

Management Following the Merger
Interests of Directors and Executive Officers of Channel and LNHC

Material U.S. Federal Income Tax Consequences of the Merger

Risk Factor Summary

The NYSE American Stock Market Listing

Anticipated Accounting Treatment

Appraisal Rights and Dissenters’ Rights

Comparison of Stockholder Rights

The Name Change Charter Amendment

The Amended and Restated 2023 Plan

The Reverse Stock Split

Additional Information
QUESTIONS AND ANSWERS ABOUT THE TRANSACTIONS
CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS
RISK FACTORS

Risks Related to the Transactions

Risks Related to Channel’s Business

Risks Related to LNHC’s Business

Risks Related to the Combined Company
THE MERGER

Background of the Merger

Recommendation of the Special Committee; Channel’s Reasons for the Merger

Recommendation of the Channel board of directors

LNHC’s Reasons for the Merger

Opinion of M&N Sarchet to the Channel Special Committee and Channel Board of Directors

Certain Unaudited Financial Projections of LNHC

Interests of Channel Directors and Executive Officers in the Merger

Interests of LNHC Directors and Executive Officers in the Merger

Management Following the Merger

Limitations of Liability and Indemnification

Form of the Merger

Merger Consideration

Fractional Shares

Exchange Ratio

Procedures for Exchanging LNHC Stock Certificates

Effective Time of the Merger

Regulatory Approvals
Material U.S. Federal Income Tax Consequences of the Merger to Channel Stockholders

Material U.S. Federal Income Tax Consequences of the Merger to the Sole Stockholder of LNHC

Anticipated Accounting Treatment
Written Consent of Holders of Channel Common Stock

The NYSE American Stock Market Listing
Appraisal Rights and Dissenters’ Rights

Iad

=
0

]

O | DO 8 [ = |— |— |— = = = |— |[— |—
SBREBRERISERRIEEERRIEIS om0 vt s s 1w 1w 1o = — —

—_
(=3
)

=3
)

—_
=3
[~

(=

—
—_
(=3

[\S]

—
—
foe)

58]
—

_.
9
=

)
=

—
]
n

e
n

—
]
n

o]
N

—
]
n

e}
N

—
[}
(=

e}
(=N

—
[Ne]
[~

]
[~

—
[NS]
[~

NS
fo)

—
NS
foe)

1N
{2




TABLE OF CONTENTS

THE MERGER AGREEMENT
AGREEMENTS RELATED TO THE MERGER
THE AMENDED AND RESTATED 2023 PLAN
THE NAME CHANGE CHARTER AMENDMENT
THE REVERSE STOCK SPLIT
DESCRIPTION OF CHANNEL’S BUSINESS
MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS OF CHANNEL
Overview
Background
Trends and Other Factors Affecting Channel’s Business
Going Concern
Results of Operations
Comparison of the Years Ended December 31. 2024 and 2023
Liquidity
Critical Accounting Estimates
Recently Issued and Adopted Accounting Pronouncements
Segment Reporting
QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK OF CHANNEL

CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL

DISCLOSURE OF CHANNEL
DESCRIPTION OF LNHC’S BUSINESS
MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS OF LNHC
Separation from Ligand and Merger Agreement with Channel
Overview
Key Factors Affecting Our Results of Operations and Future Performance
Components of Results of Operations
Results of Operations
Liquidity and Capital Resources
Contractual Obligations and Commitments

Critical Accounting Policies and Estimates

MANAGEMENT FOLLOWING THE MERGER

CHANNEL’S EXECUTIVE AND DIRECTOR COMPENSATION

CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS OF THE COMBINED
COMPANY

UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL INFORMATION

DESCRIPTION OF SECURITIES

COMPARISON OF RIGHTS OF HOLDERS OF CHANNEL CAPITAL STOCK AND LNHC CAPITAL
STOCK

COMPARISON OF STOCKHOLDER RIGHTS UNDER DELAWARE AND NEVADA LAW

NO APPRAISAL OR DISSENTERS’ RIGHTS

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT OF CHANNEL

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT OF LNHC

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT OF THE
COMBINED COMPANY

HOUSEHOLDING

WHERE YOU CAN FIND ADDITIONAL INFORMATION

INDEX TO CONSOLIDATED FINANCIAL STATEMENTS OF CHANNEL

INDEX TO FINANCIAL STATEMENTS OF LNHC

ANNEX A — MERGER AGREEMENT

ANNEX B — PURCHASE AGREEMENT

ANNEX C — NAME CHANGE CHARTER AMENDMENT

ANNEX D — AMENDED AND RESTATED 2023 PLAN

vi




TABLE OF CONTENTS

Page
ANNEX E — WRITTEN CONSENT E-1
ANNEX F — FAIRNESS OPINION E-1
ANNEX G — FORM OF LOCK-UP (CERTAIN INVESTORS WHO HAVE ENTERED INTO THE
PURCHASE AGREEMENT) G-1
ANNEX H — FORM OF LOCK-UP (CERTAIN INVESTMENT COMPANY) H-1
ANNEX [ — FORM OF LOCK-UP AGREEMENT (NOMIS BAY. LIGAND AND OTHER INVESTORS) L1
ANNEX J — FORM OF REGISTRATION RIGHTS AGREEMENT J-1
ANNEX K — REVERSE STOCK SPLIT CHARTER AMENDMENT K-1

Certain schedules and exhibits from certain Annexes have been omitted. Channel agrees to furnish
supplementally a copy of such schedules and exhibits, or any section thereof, to the SEC upon its request.

vii




TABLE OF CONTENTS

SUMMARY

This summary highlights selected information in this information statement and may not contain all of the
information about the Transaction that is important to you. You should carefully read this information statement in its
entirety, including the annexes hereto and the other documents to which we have referred you, for a more complete
understanding of the Transaction. You may obtain, without charge, copies of documents incorporated by reference
into this information statement by following the instructions under the section entitled “Where You Can Find
Additional Information” beginning on page 2835.

The Companies

Channel Therapeutics Corporation
4400 Route 9 South, Suite 1000
Freehold, NJ 07728

(877) 265-8266

Channel is a clinical-stage biotech company focused on developing and commercializing new therapeutics to
alleviate pain. Our clinical focus is to selectively target the sodium ion-channel known as “NaV1.7”, which has been
genetically validated as a pain receptor in human physiology. A NaV1.7 blocker is a chemical entity that modulates
the structure of the sodium-channel in a way to prevent the transmission of pain perception to the central nervous
system (“CNS”). Channel’s goal is to develop a novel and proprietary class of NaV blockers that target the body’s
peripheral nervous system. Channel’s stock is traded on The NYSE American under the ticker symbol “CHRO”.

On April 16, 2025, Channel, Merger Sub, LNHC, and solely for the purposes of Article III thereof, Ligand,
entered into the Merger Agreement, pursuant to which, among other things, and subject to the satisfaction or waiver of
the conditions set forth in the Merger Agreement, Merger Sub will merge with and into LNHC, with LNHC continuing
as our wholly owned subsidiary and the surviving corporation of the Merger. If the Merger is completed, the business
of LNHC will continue as the business of the combined company, which will focus on developing LNHC’s product
candidates, and it is anticipated that the combined company will not continue to develop any of Channel’s legacy
product candidates.

LNHC, Inc.

4020 Stirrup Creek Drive, Suite 110
Durham, NC 27703

Telephone: (919) 908-2400

LNHC is a biopharmaceutical company committed to commercializing innovative, safe, and efficacious
therapeutic products to help patients with unmet treatment burdens. The company’s lead product ZELSUVMI™
(berdazimer) topical gel, 10.3% (“ZELSUVMI”), for the treatment of Molluscum contagiosum (molluscum), was
approved by the U.S. Food and Drug Administration (“FDA”) in 2024. LNHC is a subsidiary of Ligand and will
remain so until the completion of the Transactions.

CHRO Merger Sub Inc.

c/o Channel Therapeutics Corporation
4400 Route 9 South, Suite 1000
Freehold, NJ 07728

(877) 265-8266

Merger Sub is a wholly-owned subsidiary of Channel and was formed solely for the purpose of carrying out the
Merger.

The Merger

If the Merger is completed, Merger Sub will merge with and into LNHC, with LNHC surviving the Merger as a
wholly-owned subsidiary of Channel.

Subject to the terms and conditions of the Merger Agreement, at the closing of the Merger, among other things,
each then outstanding share of LNHC capital stock will be converted into the right to receive a number of shares of
Channel Series A Preferred Stock (subject to the payment of cash in lieu of fractional shares) calculated in accordance
with the exchange ratio set forth in the Merger Agreement. Based on Channel’s and LNHC’s capitalization as of
May 23, 2025, Ligand is expected to receive an aggregate of approximately 31,253.76 shares of Channel Series A
Preferred Stock in the Merger.
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For purposes of calculating the exchange ratio, (1) no Channel stock options that are (x) unvested and
outstanding as of immediately prior to the Effective Time or (y) vested and outstanding as of immediately prior to the
Effective Time with an exercise price equal to or greater than the volume weighted average closing trading price of a
share of Channel common stock on The NYSE American for the five consecutive trading days ending five trading
days immediately prior to the closing of the Merger (the “Public Company Closing Price”) will be included in the total
number of shares of Channel common stock and (2) other than with respect to shares of Channel common stock
underlying vested outstanding Channel stock options and Channel Warrants with an exercise price less than the Public
Company Closing Price of Channel common stock reserved for issuance under the Amended and Restated 2023 Plan
as of immediately prior to the Effective Time shall not be included in the total number of shares of Channel common
stock outstanding for purposes of determining the number of outstanding shares of Channel common stock. The total
number of the shares of Channel common stock outstanding will be calculated using the treasury stock method. The
exchange ratio is based on a stipulated value for Channel of $15 million (excluding the PIPE Financing) and for
LNHC of $67 million, as further described in the Merger Agreement.

Immediately following the closing of the Transactions, the Channel securityholders as of immediately prior to
the Merger are expected to hold approximately 7.9% of the shares of combined company capital stock, Ligand,
including its participation in the PIPE Financing, is expected to hold approximately 55.7% of the shares of combined
company capital stock (including Series A Preferred Stock acquired in the PIPE Financing), and the other PIPE
Investors are expected to hold approximately 36.3% of the shares of combined company capital stock, in each case, on
a fully diluted basis, subject to certain assumptions.

Each option to purchase shares of Channel common stock, whether vested or unvested, and each Channel
restricted stock unit award, in each case, that is issued and outstanding immediately prior to the Effective Time, will
survive the closing and remain outstanding in accordance with its terms.

For a more complete description of the Merger and the exchange ratio please see the section titled “The Merger”
beginning on page 103 in this information statement.

The Merger will be completed as promptly as practicable after all of the conditions to completion of the Merger
are satisfied or waived, including 20 calendar days having elapsed following the commencement of mailing of this
information statement to Channel’s stockholders, but in any event no later than the second business day after
satisfaction or, to the extent permitted by law, waiver of the condition precedents as set forth in the Merger Agreement
(other than those conditions that by their nature are to be satisfied at the closing of the Merger, but subject to the
satisfaction or (to the extent permitted by law) waiver of such conditions by remote exchange of electronic
documents), unless another date or time is agreed to in writing by Channel and LNHC. Channel and LNHC are
working to complete the Merger as quickly as practicable. In connection with the closing of the Merger, Channel will
be renamed “Pelthos Therapeutics Inc.” For more information, see the section titled “7The Name Change Charter
Amendment” beginning on page 154 in this information statement.

PIPE Financing

In connection with the foregoing and concurrently with the execution of the Merger Agreement, Channel and
LNHC entered into the Purchase Agreement with the PIPE Investors, pursuant to which the PIPE Investors have
agreed to subscribe for and purchase, and Channel has agreed to issue and sell to the PIPE Investors, an aggregate of
50,100 of shares of Channel Series A Preferred Stock at a price per share equal to the Purchase Price, subject to
adjustment as set forth in the Purchase Agreement. The gross proceeds from the PIPE Financing are expected to be
approximately $50.1 million, consisting of approximately $50.1 million in cash and the conversion of approximately
$0.1 million of principal and interest payable under an outstanding convertible note issued by Channel, before paying
estimated expenses. The funding of the cash Purchase Price by Ligand, Nomis Bay and one other investor will be
offset by the repayment of certain bridge loans issued by such investors to LNHC. The closing of the PIPE Financing
is conditioned upon all conditions to the closing of the Merger being satisfied or waived, the Merger being set to occur
substantially concurrently with the PIPE Financing, entry into the Royalty Agreements, as well as certain other
conditions.

The Channel Series A Preferred Stock to be issued pursuant to the Purchase Agreement will not be registered
under the Securities Act of 1933, as amended (the “Securities Act”), and will be issued and sold in reliance on the
exemption from registration requirements thereof provided by Section 4(a)(2) of the Securities Act as a transaction by
an issuer not involving a public offering. At the closing of the PIPE Financing, Channel will enter into a registration
rights agreement (the “Registration Rights Agreement”) with the PIPE Investors pursuant to which the
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PIPE Investors will be entitled to certain resale registration rights with respect to shares of Channel common stock
issuable upon conversion of the Channel Series A Preferred Stock issued to the PIPE Investors. Pursuant to the
Registration Rights Agreement, Channel will be required to prepare and file a resale registration statement on Form S-
1 with the SEC within 30 days following the closing of the PIPE Financing. Channel shall use its commercially
reasonable efforts to cause such resale registration statement to be declared effective by the SEC within 120 days
following the closing of the PIPE Financing (or within 150 days following the PIPE Financing if the SEC reviews
such resale registration statement). The PIPE Financing is contingent upon, among other things, all conditions to the
closing of the Merger being satisfied or waived and the Merger being set to occur substantially concurrently with the
PIPE Financing.

Channel’s Reasons for the Merger (page107)

During the course of its evaluation of the Merger Agreement and the transactions contemplated by the Merger
Agreement, the Special Committee and the Channel board of directors held numerous meetings, consulted with
Channel’s senior management, legal counsel and financial advisors, and reviewed and assessed a significant amount
of information. In reaching its decision to approve the Merger Agreement and the transactions contemplated by the
Merger Agreement, the Channel board of directors considered numerous factors that it viewed as supporting its
decision to approve the Merger Agreement. Several factors considered by the Special Committee and the Channel
board of directors included:

¢ that the historical and current information concerning Channel’s business, financial condition, operations
and prospects, including financial projections of Channel under various scenarios and its short- and long-
term strategic objectives, and the risks associated with continuing to operate Channel on a stand-alone basis,
particularly in light of the need to raise additional capital to fund pre-clinical and clinical activities and the
associated dilution, the length of time until Channel, if successful with its development activities, would be
in a position to commercialize any of its programs and the difficult capital markets for pre-revenue or non-
commercial stage life sciences companies;

» that the Special Committee, with the assistance of Channel’s financial advisors, undertook a comprehensive
and thorough process of reviewing and evaluating multiple potential strategic alternatives, including the
acquisition of new assets and independent development of existing assets, and reverse merger partner
candidates to identify the opportunity that would, in the view of the Channel board of directors, create the
most value for Channel stockholders; and

¢ the Special Committee’s and Channel board of directors’ belief, after a thorough review of strategic
alternatives and discussions with Channel’s senior management, financial advisors and legal counsel, that
the Merger is more favorable to Channel stockholders than the potential value that might have resulted from
other strategic alternatives available to Channel, including continuing to operate Channel on a stand-alone
basis or conducting a dissolution and liquidation of Channel and distributing any available cash to its
stockholders.

For additional information, please see the section titled “The Merger-Recommendation of the Special Committee;
Channel Reasons for the Merger” beginning on page 107 of this information statement.

LNHC Reasons for the Merger (page110)

In the course of reaching its determination to authorize the Merger Agreement and approve the Merger, the
LNHC board of directors considered a number of factors, including, but not limited to, the following (which factors
are not necessarily presented in order of relative importance):

+  that the Merger will provide LNHC’s current stockholder with greater liquidity by owning publicly-traded
stock;

+ the potential increased access to sources of capital and a broader range of investors to support the
commercialization of ZELSUVMI following consummation of the Merger compared to if LNHC continued
to operate as a subsidiary of Ligand;

« that the PIPE Financing will generate additional liquidity to fund the combined
company;
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¢ the belief of the LNHC board of directors, after a thorough review of strategic alternatives, that the Merger
has a better return on investment for LNHC’s sole stockholder than the potential value that might have
resulted from other strategic alternatives available to LNHC, including continuing to operate LNHC as a
wholly-owned subsidiary of Ligand; and

¢ that Ligand and two other investors in the PIPE Financing provided LNHC with bridge loans in aggregate
amount of up to $24 million to fund the commercialization of ZELSUVMI while the Merger is pending.

For additional information, please see the section titled “The Merger-LNHC Reasons for the Merger” beginning
on page 110 of this information statement.

Recommendation of the Special Committee; Channel’s Reasons for the Merger (pagel07)

On April 11, 2025, the Special Committee unanimously determined that the Transaction Agreements and the
Transactions, on the terms and subject to the conditions set forth therein, are advisable, fair to and in the best interests
of Channel and Channel stockholders. The Special Committee further (a) recommended that the Merger Agreement
and the other transactions contemplated by the Merger Agreement, including the Merger, be approved by the Channel
board of directors; (b) recommended that the Purchase Agreement and the other transactions contemplated by the
Purchase Agreement, including the PIPE Financing, be approved by the Channel board of directors; and (c) directed
M&N Sarchet, Inc. (“M&N Sarchet”) to deliver a written opinion to the Special Committee, dated March 13, 2025 (the
“Fairness Opinion”) to the Channel board of directors in connection with its deliberations and consideration of the
foregoing recommendations.

For more information, see the sections entitled “The Merger — Recommendation of the Special Committee;
Reasons for the Transaction” beginning on page 107.

Recommendation of the Channel Board of Directors (page110)

On April 11, 2025, acting upon the Special Committee Recommendation, the Channel board of directors
unanimously (a) determined that the terms and conditions of the Transaction Agreements and the Transactions are
advisable, fair to and in the best interests of Channel and its stockholders, (b) approved and declared advisable the
Transaction Agreements, including the Transactions, (c) authorized and approved the execution, delivery and
performance by Channel of the Transaction Agreements and the consummation of the Transactions, upon the terms
and subject to the conditions set forth therein and (d) recommended the adoption and approval of the Transaction
Agreements and the consummation of the Transactions be submitted to the stockholders of Channel for approval.

For more information, see the sections entitled “The Merger — Recommendation of the Channel Board of
Directors” beginning on page 110.

Written Consent of Holders of Channel Common Stock (page128 and Annex E)

Under Section 78.320 of the NRS and the Articles of Incorporation, the adoption of the Transaction Agreements,
including the Transactions, required the affirmative vote of the holders of a majority of the voting power of the
Channel common stock issued and outstanding. Holders of issued and outstanding shares of Channel preferred stock
have no voting rights and could not consent to the adoption of the Transaction Agreements, including the
Transactions. Under Section 713 of the NYSE American Guide stockholder approval is required prior to the issuance
of securities in connection with a transaction other than a public offering involving (1) the sale, issuance, or potential
issuance by the issuer of common stock (or securities convertible into common stock) at a price less than the greater
of book or market value which together with sales by officers, directors or principal stockholders of the issuer equals
20% or more of presently outstanding common stock; (2) the sale, issuance, or potential issuance by the issuer of
common stock (or securities convertible into common stock) equal to 20% or more of presently outstanding common
stock for less than the greater of book or market value of the stock; or (3) the issuance of shares in connection with a
transaction when the issuance or potential issuance will result in a change of control of the issuer. As of April 16,
2025, the date the Merger Agreement and the Purchase Agreement were executed, there were 6,143,923 shares of
Channel common stock issued and outstanding, 2,600 shares of Channel preferred stock issued and outstanding and
3,671,882 shares reserved for issuance for certain Convertible Securities, as defined in the Purchase Agreement.

As of April 16, 2025, the record date for determining stockholders of the Channel entitled to vote on the adoption
of the Merger Agreement, there were 6,143,923 shares of Channel common stock outstanding. Holders of Channel
common stock are entitled to one vote for each share held of record on all matters on which stockholders are entitled to
vote generally, including adoption of the Merger Agreement.
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On April 16, 2025, following the execution of the Transaction Agreements, the Majority Stockholders, who
collectively beneficially owned or had sole voting power over 3,996,296 shares of Channel common stock,
representing approximately 65.04% of the aggregate voting power of the outstanding Channel common stock entitled
to vote thereon, executed the Stockholder Approval and delivered the related Written Consent. No further action by
any other Channel stockholder is required under applicable law, The NYSE American listing rules or the Transaction
Agreements (or otherwise) in connection with the adoption of the Transaction Agreements. As a result, Channel is not
soliciting your vote for the adoption of the Transaction Agreements or approval of the Transactions and will not call a
stockholders’ meeting for purposes of voting on the adoption of the Transaction Agreements or approval of the
Transactions. No action by the stockholders of Channel is required to complete the Transactions and all requisite
corporate action by and on behalf of Channel, LNHC and Merger Sub required to complete the Transactions have
already been taken. If any of the Transaction Agreements is terminated in accordance with its terms, the Written
Consent will be of no further force and effect.

For more information, see the section entitled “The Merger — Written Consent of Holders of Channel Common
Stock” beginning on page 128.

Opinion of M&N Sarchet to the Channel Special Committee and Channel Board of Directors

Immediately prior to the Effective Time, each share of LNHC capital stock will be converted into the right to
receive a number of shares of Series A Preferred Stock of Channel equal to the exchange ratio pursuant to the Merger
Agreement. In connection with the Merger, M&N Sarchet delivered the Fairness Opinion to the Special Committee
and the Channel board of directors as to the fairness, from a financial point of view and as of the date of such opinion,
of the Merger Partner Valuation (as defined in the Fairness Opinion) used to calculate the exchange ratio described in
more detail in the section titled “The Merger-Exchange Ratid’ beginning on page 125 of this information statement.
The full text of the Fairness Opinion, which describes the procedures followed, assumptions made, matters
considered, and qualifications and limitations on the review undertaken by M&N Sarchet in connection with the
Fairness Opinion, is attached as Annex F to this document.

The Fairness Opinion was for the information of, and was directed to, the Special Committee and the
Channel board of directors (in its capacity as such) for its information and assistance in connection with its
consideration of the financial terms of the Merger. The Fairness Opinion addressed only the fairness, from a
financial perspective, to Channel of the Merger Partner Valuation used to calculate the exchange ratio
pursuant to the Merger Agreement. It did not address the underlying business decision of the Channel board of
directors or Channel to proceed with or effect the Merger or constitute a recommendation to the Channel
board of directors in connection with the Merger or any other matter, and it does not constitute a
recommendation to any stockholder of Channel or any stockholder of any other entity as to how to vote in
connection with the Merger or as to any other action that a stockholder should take with respect to the Merger.

The full text of the Fairness Opinion should be read carefully in its entirety for a description of the procedures
followed, the assumpti