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Item 1.01    Entry into a Material Definitive Agreement.

On April 26, 2026 (the “Effective Date”), Avalo Therapeutics, Inc. (the “Company”) entered into a Milestone Buyout Option Agreement and Amendment to
Agreement and Plan of Merger and Reorganization (the “Milestone Buyout and Amendment Agreement”). As previously disclosed, the Company, Project
Athens Merger Sub, Inc., Second Project Athens Merger Sub, LLC, AlmataBio, Inc. (“AlmataBio”) and Patrick J. Crutcher, solely in his capacity as the
representative agent and attorney-in-fact of the former holders of securities in AlmataBio (the “Securityholders’ Representative”) are parties to that certain
Agreement and Plan of Merger and Reorganization, dated March 27, 2024 (the “Merger Agreement”). Pursuant to the Merger Agreement, the Company agreed,
among other things, to pay contingent consideration in the amount of $15 million (the “Milestone Payment”) upon the first patient being dosed in a Phase 3
trial, regardless of indication (the “Milestone Event”).

Pursuant to the Milestone Buyout and Amendment Agreement, the parties have agreed, among other things, to amend the Milestone Payment and all related
rights and obligations such that the Company will (i) pay $2.25 million to the Securityholders’ Representative within five (5) business days following the
Effective Date and (ii) have the option, exercisable in its sole discretion within ninety (90) days following the Effective Date, to pay $5.125 million, payable in
cash or Company common stock or a combination thereof, to the Securityholders’ Representative, in lieu of and in full satisfaction of the Milestone Payment
(the “Milestone Buyout Option”). In the event the Company does not exercise the Milestone Buyout Option, the Company will be obligated to pay $12.75
million to the Securityholders’ Representative in either cash or Company common stock, in full satisfaction of the Milestone Payment upon achievement of the
Milestone Event.

The foregoing description of the terms of the Milestone Buyout and Amendment Agreement is a general description only, does not purport to be a complete
description of the rights and obligations of the parties thereunder and is qualified in its entirety by reference to the Milestone Buyout and Amendment
Agreement, a copy of which is filed as Exhibit 10.1 to this Current Report on Form 8-K and incorporated by reference herein.

Item 7.01    Regulation FD Disclosure.

On April 28, 2026, the Company issued a press release to report the entry into the Milestone Buyout and Amendment Agreement, a copy of which is being
furnished as Exhibit 99.1 to this Current Report on Form 8-K.

The information in this Report on Form 8-K and Exhibit 99.1 attached hereto is intended to be furnished and shall not be deemed “filed” for purposes of
Section 18 of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), or otherwise subject to the liabilities of that section, nor shall it be
deemed incorporated by reference in any filing under the Securities Act of 1933, as amended, or the Exchange Act, except as expressly set forth by specific
reference in such filing.

Item 9.01    Financial Statements and Exhibits.

(d)    Exhibits:

The following exhibits are being filed herewith:

Exhibit No. Description

10.1 † Milestone Buyout Option Agreement and Amendment to Agreement and Plan of Merger and Reorganization, effective upon April
26, 2026.

99.1 Press release, dated April 28, 2026.

104 Cover Page Interactive Data File (embedded within the Inline XBRL document)

† Portions of this exhibit (indicated by asterisks) were omitted in accordance with the rules of the Securities and Exchange Commission.
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
hereunto duly authorized.

AVALO THERAPEUTICS, INC.

Date: April 28, 2026 By: /s/ Christopher Sullivan
Christopher Sullivan
Chief Financial Officer
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Exhibit 10.1

MILESTONE BUYOUT OPTION AGREEMENT AND AMENDMENT TO AGREEMENT AND PLAN OF MERGER AND
REORGANIZATION

This Milestone Buyout Option Agreement and Amendment to the Agreement and Plan of Merger and Reorganization (this “Amendment”)
is made as of April 26, 2026 (the “Amendment Date”), by and between Avalo Therapeutics, Inc., a Delaware corporation (“Parent”) and Patrick
Crutcher (the “Securityholders’ Representative”), solely in his capacity as the representative agent and attorney-in-fact of the former holders of
securities in AlmataBio, Inc., a Delaware corporation (the “Company”). Capitalized terms used and not otherwise defined herein shall have the
meanings assigned to them in the Merger Agreement (as defined below).

RECITALS

WHEREAS, Parent, Project Athens Merger Sub, Inc., a Delaware corporation, Second Project Athens Merger Sub, LLC, a Delaware
limited liability company, the Company and the Sellers’ Representative entered into that certain Agreement and Plan of Merger and
Reorganization, dated as of March 27, 2024 (the “Merger Agreement”).

WHEREAS, pursuant to Section 8.15 of the Merger Agreement the Securityholders’ Representative has the power and authority to
negotiate and enter into amendments to the Merger Agreement on behalf of each Securityholder.

WHEREAS, pursuant to Section 2.08(c) of the Merger Agreement, Parent is obligated to pay the Securityholders contingent consideration
in the amount of $15,000,000 upon achievement of the Third Milestone.

WHEREAS, the parties hereto desire Parent to have the option to buyout and fully satisfy the Third Milestone Consideration on the terms
set forth herein and thereby amend the Merger Agreement accordingly.

NOW, THEREFORE, in consideration of the mutual covenants, agreements and understandings herein contained the parties hereby agree
as follows:

1.    Third Milestone Option.

(a)      Up-Front Cash Payment for Third Milestone Option. Parent shall pay (i) an amount equal to Two Million Two Hundred and Fifty
Thousand Dollars ($2,250,000) (the “Up-Front Cash Payment”) less the Legal Fees (as defined below), and (ii) an amount equal to the fees and
expenses of Lowenstein Sandler LLP (“Lowenstein” and such amount, the “Legal Fees”), the counsel for the Securityholders’ Representative, in
each case by wire transfer of immediately available funds, allocated among the Securityholders in accordance with their respective Ownership
Percentages, as set forth on Exhibit A hereto, unless otherwise specified in writing by the Securityholders’ Representative no less than two (2) days
prior to such payment being made with respect to (i) above and the account designated by Lowenstein with respect to (ii) above, within five (5)
Business Days of the Amendment Date; provided, that no later than two (2) Business Days prior to the date such payment is due, Securityholders’
Representative
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shall confirm in writing to Parent the wire information of each Securityholder and Lowenstein shall confirm in writing to Parent its wire
information. For the avoidance of doubt, the Parent shall pay the Legal Fees directly to Lowenstein and such amount shall be deducted from and
credited against Parent’s payment of the Up-Front Cash Payment and deemed paid directly to the Securityholders and then further remitted to
Lowenstein; provided, however, that Parent’s obligation to pay Legal Fees pursuant to this Section 1(a) shall be limited in all respects to the
amount of the Up-Front Cash Payment, and Parent shall not be responsible for any Legal Fees in excess thereof.

(b)       Option to Buyout Third Milestone Consideration. For a period of ninety (90) days following the Amendment Date (the “Option
Exercise Period”), Parent shall have the option (the “Third Milestone Option”), exercisable in its sole discretion, to pay an amount equal to Five
Million and One Hundred Twenty-Five Thousand Dollars ($5,125,000), payable either in cash, Parent Common Stock or in a combination thereof
as determined in Parent’s sole discretion (the “Third Milestone Buyout Consideration”). The Third Milestone Buyout Consideration shall be
allocated among the Securityholders in accordance with their respective Ownership Percentages, set forth on Exhibit A hereto. Parent shall notify
Securityholders’ Representative in writing of its exercise of the Third Milestone Option (such notice, the “Option Exercise Notice”) and within
five (5) days after the delivery of the Option Exercise Notice, the Securityholders’ Representative shall confirm in writing to Parent the wire
transfer information of each Securityholder and, if any portion of the Third Milestone Buyout Consideration is to be paid in Parent Common
Stock, shall confirm any required information for the issuance of Parent Common Stock. Notwithstanding anything to the contrary in the Merger
Agreement, the price per share of any Parent Common Stock issuable in respect of the Third Milestone Buyout Consideration will be calculated
based on the volume weighted average price per share for the twenty (20) Trading Day period beginning and including the first full Trading Day
that is twenty (20) Trading Days prior to the date on which Parent issues the applicable Parent Common Stock. The mix of cash or Parent
Common Stock payment for the Third Milestone Buyout Consideration shall be subject to Section 2.08(f) of the Merger Agreement. Shares of
Parent Common Stock shall be issued in book entry format to the respective accounts of the Securityholders as directed by the Securityholders’
Representative. Notwithstanding the foregoing, but subject in all events to the Reorg Threshold requirement of Section 2.08(f), no shares of Parent
Common Stock shall be issued to any individual Securityholder to the extent issuance would result in such holder’s beneficial ownership
exceeding 19.9% of the outstanding shares of Parent Common Stock; in such event, the individual Securityholder shall receive cash with respect
to all amount due in excess of the amount paid in shares of Parent Common Stock up to such 19.9% limit.

2.    Amendments to Merger Agreement upon Exercise of the Third Milestone Option. Upon payment of the Third Milestone Buyout
Consideration, the Third Milestone Consideration shall be deemed forever satisfied and Parent shall have no further obligations
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under Section 2.08(c) of the Merger Agreement or with respect to the Third Milestone Consideration and the Merger Agreement shall be amended
as set forth below:

(a)    Section 2.08(c) of the Merger Agreement shall be deemed deleted in its entirety and replaced with “RESERVED.” and Parent shall
have no further obligation thereunder. All references in the Merger Agreement to the Third Milestone Consideration shall be deemed deleted.

(b)        Section 2.08(k)(i) of the Merger Agreement will be deemed deleted in its entirety and Parent will have no further obligation
thereunder.

3.    Amendment to Merger Agreement upon Parent’s Failure to Exercise the Third Milestone Option. In the event Parent does not
exercise the Third Milestone Option during the Option Exercise Period, the definition of Third Milestone Consideration in the Merger Agreement
shall be amended and restated as follows:

“Third Milestone Consideration” means the amount of $12,750,000 payable either in cash or Parent Capital Stock as determined pursuant
to Section 2.08.”

4.    Resale Registration Statement.

(a)        If any portion of the Third Milestone Buyout Consideration is paid in Parent Common Stock (such consideration, the “Stock
Consideration”), Parent shall, within seventy-five (75) days of the issuance of such Parent Common Stock (the “Filing Deadline”), file with the
Securities and Exchange Commission (the “Commission”) a Form S-3 or any similar short-form registration statement, which may be an
automatically effective registration statement at any time the Parent is eligible, to register the resale of the Stock Consideration then outstanding
on a delayed or continuous basis in accordance with Rule 415 under the Securities Act (a “Resale Registration Statement”). Parent shall use its
commercially reasonable efforts to cause the Resale Registration Statement to be declared effective by the Commission or otherwise become
effective sixty (60) days after such filing (the “Effectiveness Deadline”). Such obligation is subject in all respects to Parent’s receipt of all
information from Securityholders’ Representative that is required by Law to be included in the applicable Resale Registration Statement. Parent
shall use commercially reasonable efforts to keep the Resale Registration Statement effective until the earlier of: (1) all Parent Common Stock
issued as Stock Consideration have been sold; or (2) all Parent Common Stock issued as Stock Consideration may be sold without restriction
pursuant to Rule 144 under the Securities Act (such time period, the “Effectiveness Period”).

(b)    If the Resale Registration Statement is not filed with the Commission on or prior to the Filing Deadline (a “Registration Failure”),
then, in addition to any other rights the Securityholders may have hereunder or under applicable law, Parent will make pro rata payments to each
Securityholder that received Stock Consideration (each a “Holder”), as liquidated damages and not as a penalty (the “Registration Liquidated
Damages”), in an amount equal to one percent (1.0%) of the value of such Holder’s pro rata share of the Stock Consideration for the initial day of
a Registration Failure and for each thirty (30) day period (or pro rata portion
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thereof with respect to a final period, if any) thereafter until the Registration Failure is cured. The Registration Liquidated Damages shall be paid
in cash (A) within five (5) Business Days of the date of such Registration Failure for the initial Registration Failure and (B) monthly, within two
(2) Business Days of the end of each subsequent thirty (30)-day period (or portion thereof with respect to a final period, if any) thereafter until the
Registration Failure is cured.

(c)     If the Resale Registration Statement is not declared effective by the Commission by the Effectiveness Deadline (an “Effectiveness
Failure”), then Parent will make pro rata payments to each Holder, as liquidated damages and not as a penalty (the “Effectiveness Liquidated
Damages” and together with the Registration Liquidated Damages, the “Liquidated Damages”), in an amount equal to one percent (1.0%) of the
value of such Holder’s pro rata share of the Stock Consideration for the initial day of a Effectiveness Failure and for each thirty (30)-day period
(pro rata for any portion thereof) thereafter until the Effectiveness Failure is cured. The Effectiveness Liquidated Damages shall be paid in cash
(A) within five (5) Business Days of the end of the date of the initial Effectiveness Failure and (B) monthly, within two (2) Business Days of the
end of each subsequent thirty (30)-day period (pro rata for any portion thereof) thereafter until the Effectiveness Failure is cured.

(d)        Notwithstanding the foregoing no Liquidated Damages shall be payable with respect to any period after the expiration of the
Effectiveness Period (it being understood that this sentence shall not relieve Parent of any Liquidated Damages accruing prior to the expiration of
the Effectiveness Period).

(e)        Parent shall pay all expenses incurred in connection with the preparation of any Resale Registration Statement; provided that
Securityholders’ Representative shall pay all applicable underwriting fees or selling commissions.

5.    Lock-Up.

(a)    For a period of 45 days following the issuance of the Stock Consideration, Securityholders shall not, without the prior written consent
of Parent, directly or indirectly sell, exchange, transfer, or assign (including a pledge or other grant of a security interest), whether voluntarily or
involuntarily, any shares of Parent Common Stock received as Stock Consideration.

(b)    The Securityholders consent to the entry of stop transfer instructions with Parent’s transfer agent and registrar against the transfer of
any shares issued as Stock Consideration except in compliance with the restrictions set forth in this Section 5.

(c)    The Securityholders acknowledge that the shares issued as Stock Consideration will bear a legend reflecting the above restrictions.

6.    Release. Effective for all purposes as of the date of satisfaction of the Third Milestone Buyout Consideration (the “Payment Date”),
each party hereby acknowledges and agrees, on behalf of itself and each of its agents, directors, officers, employees, stockholders, affiliates,
subsidiaries, estate, heirs, successors, assigns, members and partners (each, a
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“Releasor”), that for good and valuable consideration, each Releasor hereby unconditionally and irrevocably and forever releases and discharges
the other party and its stockholders, affiliates, successors, acquirors and assigns, present or former directors, officers, employees, and agents
(collectively, the “Released Parties”), of and from, and hereby unconditionally and irrevocably waives, any and all claims, demands, debts, losses,
costs, expenses, proceedings, covenants, liabilities, suits, judgments, damages, contracts, covenants, actions and causes of action, obligations,
accounts, attorney’s fees and liabilities of any kind or character whatsoever, known or unknown, suspected or unsuspected, vested or contingent, in
contract, at law or in equity, by statute or otherwise which have existed or may have existed, or which do, can, shall or may exist, through and
including the Payment Date or otherwise based on any act, omission, conduct, occurrence, decision, matter or thing occurring at any time up to
and including the Payment Date, relating to the Third Milestone Consideration or any amounts due or otherwise payable now or in the future
pursuant to Section 2.08(c) of the Merger Agreement; provided, however, that nothing contained in this Section 6 shall release, discharge, or
otherwise affect the rights or obligations of any party that survive by their terms under the Merger Agreement.

7.    Representations and Warranties.

(a)    Representations and Warranties of Securityholders’ Representative. Securityholders’ Representative hereby represents and warrants to
Parent, as of the Amendment Date, that:

(i)        Authority. Securityholders’ Representative has full power and authority, in its capacity as Securityholders’
Representative under the Merger Agreement, to enter into this Amendment and to perform its obligations hereunder, including
binding the Securityholders.

(ii)        Authorization; Binding Effect. This Amendment has been duly executed and delivered by Securityholders’
Representative and constitutes the valid and binding obligation of Securityholders’ Representative, enforceable against him in
accordance with its terms, subject to applicable bankruptcy, insolvency and similar laws.

(iii)        No Conflict. The execution and performance of this Amendment does not violate or conflict with the Merger
Agreement or any other agreement binding on Securityholders’ Representative in his representative capacity.

(iv)        Release Rights. Securityholders’ Representative has the authority to grant the releases contemplated by this
Amendment on behalf of the Securityholders.

(b)        Representations and Warranties of Parent. Parent hereby represents and warrants to Securityholders’ Representative, as of the
Amendment Date, that:
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(i)    Organization; Authority. Parent is duly organized and in good standing under the laws of the State of Delaware and has
full corporate power and authority to enter into and perform this Amendment.

(ii)       Authorization; Binding Effect. This Amendment has been duly authorized, executed and delivered by Parent and
constitutes a valid and binding obligation of Parent, enforceable against Parent in accordance with its terms, subject to applicable
bankruptcy, insolvency and similar laws.

(iii)    No Conflict. The execution and performance of this Amendment does not violate Parent’s organizational documents
or result in a breach of the Merger Agreement.

8.    Miscellaneous.

(a)    Full Force and Effect. Except as amended hereby, all of the terms and conditions of the Merger Agreement will remain in full force
and effect and will not be, or deemed to be, waived, modified, superseded or otherwise affected by this Amendment.

(b)    Expenses. Except as otherwise expressly provided herein or in the Merger Agreement, all expenses incurred in connection with the
negotiation, execution and delivery of this Amendment shall be paid by the party incurring such expenses.

(c)        Entire Agreement. This Amendment together with the Merger Agreement and the schedules and exhibits thereto and the other
Ancillary Agreements contain the entire understanding of the parties hereto with respect to the subject matter contained herein and therein and
supersede all prior agreements and understandings, oral and written, with respect thereto.

(d)        Headings. The headings used in this Amendment are for convenience of reference only and do not constitute a part of this
Amendment.

(e)    Counterparts; Electronic Transmission. This Amendment may be executed in any number of counterparts and by the several parties
hereto in separate counterparts (including by means of signature pages in “pdf” of similar format delivered electronically), each of which shall be
deemed to be one and the same instrument.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the parties hereto have executed this Amendment as of the date first written above.

PARENT

AVALO THERAPEUTICS, INC.

By: /s/ Garry A. Neil
Name: Garry A. Neil
Title: Chief Executive Officer

SECURITYHOLDERS'
REPRESENTATIVE

/s/ Patrick J. Crutcher
Patrick J. Crutcher, solely in his capacity as
Securityholders' Representative

[Signature Page to Amendment to Agreement and Plan of Merger and Reorganization and Milestone Buyout Agreement]
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Exhibit 99.1

Avalo Therapeutics Purchases Optional Milestone Buyout

WAYNE, PA, April 28, 2026 — Avalo Therapeutics, Inc. (Nasdaq: AVTX) (“Avalo”), a clinical-stage biotechnology company fully dedicated to
developing IL-1β based treatments for immune-mediated inflammatory diseases, today announced that it has entered into a Milestone Buyout
Option and Amendment Agreement (the “Buyout Agreement”) related to the company’s prior acquisition of AlmataBio, Inc. in March of 2024.

Pursuant to the Buyout Agreement, Avalo has agreed to pay $2.25 million to the former AlmataBio securityholders for an option, exercisable
within 90 days of the effective date, to pay an additional $5.125 million in cash or shares of Avalo common stock, or a combination thereof in lieu
of a previously disclosed $15 million contingent milestone payment due upon the first patient being dosed in a Phase 3 trial.

About Avalo Therapeutics

Avalo Therapeutics is a clinical stage biotechnology company fully dedicated to developing IL-1β-based treatments for immune-mediated
inflammatory diseases. Our lead asset, abdakibart (AVTX-009), is in a Phase 2 clinical trial for hidradenitis suppurativa (HS). We’re also
exploring additional opportunities to make an impact in prevalent indications that have significant remaining unmet needs. For more information
about Avalo, please visit www.avalotx.com.

Forward-Looking Statements

This press release may include forward-looking statements made pursuant to the Private Securities Litigation Reform Act of 1995. Forward-
looking statements are statements that are not historical facts. Such forward-looking statements are subject to significant risks and uncertainties
that are subject to change based on various factors (many of which are beyond Avalo’s control), which could cause actual results to differ from
the forward-looking statements. Such statements may include, without limitation, statements with respect to Avalo’s plans, objectives, projections,
expectations and intentions and other statements identified by words such as “projects,” “may,” “might,” “will,” “could,” “would,” “should,”
“continue,” “seeks,” “aims,” “predicts,” “believes,” “expects,” “anticipates,” “estimates,” “intends,” “plans,” “potential,” or similar expressions
(including their use in the negative), or by discussions of future matters such as: drug development costs, timing of trials and trial results and
other risks, including reliance on investigators and enrollment of patients in clinical trials; reliance on key personnel; regulatory risks; general
economic and market risks and uncertainties, including those caused by the war in Ukraine and the Middle East; and those other risks detailed in
Avalo’s filings with the Securities and Exchange Commission, available at www.sec.gov. Actual results may differ from those set forth in the
forward-looking statements. Except as required by applicable law, Avalo expressly disclaims any obligations or undertaking to release publicly
any updates or revisions to any forward-looking statements contained herein to reflect any change in Avalo’s expectations with respect thereto or
any change in events, conditions or circumstances on which any statement is based.
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For media and investor inquiries

Christopher Sullivan, CFO
Avalo Therapeutics, Inc.
ir@avalotx.com
410-803-6793

Meru Advisors
Lauren Glaser
lglaser@meruadvisors.com
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