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Atara Biotherapeutics, Inc.
Condensed Consolidated Balance Sheets
(Unaudited)

(In thousands, except share and per share amounts)

September December

30, 31,
2016 2015

Assets
Current assets:
Cash and cash equivalents $46,013 $23,746
Short-term investments 232,134 296,736
Restricted cash 194 194
Prepaid expenses and other current assets 3,889 3,921
Total current assets 282,230 324,597
Property and equipment, net 2,085 270
Other assets 102 108
Total assets $284,417 $324,975
Liabilities and stockholders’ equity
Current liabilities:
Accounts payable $4,463 $1,445
Accrued compensation 3,156 2,624
Accrued research and development expenses 5,109 5,112
Other accrued liabilities 960 528
Total current liabilities 13,688 9,709
Long-term liabilities 527 166
Total liabilities 14,215 9,875
Commitments and contingencies (Note 6)
Stockholders’ equity:
Common stock—$0.0001 par value, 500,000,000 shares authorized as of

September 30, 2016 and December 31, 2015; 28,842,125 and 28,458,807 shares

issued and outstanding as of September 30, 2016 and December 31, 2015,

respectively 3 3
Additional paid-in capital 429,088 413,725
Accumulated other comprehensive income (loss) 35 (518 )
Accumulated deficit (158,924) (98,110 )
Total stockholders’ equity 270,202 315,100

Total liabilities and stockholders’ equity $284,417 $324,975
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See accompanying notes.
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Atara Biotherapeutics, Inc.

Condensed Consolidated Statements of Operations and Comprehensive Loss

(Unaudited)

(In thousands, except per share amounts)

Operating expenses:

Research and development

General and administrative

Total operating expenses

Loss from operations

Interest and other income, net

Loss before provision (benefit) for income taxes
Provision (benefit) for income taxes

Net loss

Other comprehensive gain (loss):
Unrealized gain (loss) on available-for-sale
securities

Comprehensive loss

Net loss per common share:

Basic and diluted net loss per common share

Weighted-average common shares outstanding
used

to calculate basic and diluted net loss per
common share
See accompanying notes.

4

Three Months Ended September 30ine Months Ended September 30,

2016

$ 18,802
7,140
25,942
(25,942
576
(25,366
7

$ (25,373

(158
$ (25,531

$ (0.88

28,801

)

)
)

2015

$ 8,113
4,146
12,259
(12,259
380
(11,879
(11

$ (11,868

117
$ (11,751

$ (0.43

27,675

2016
$ 43,040
19,448
62,488
) (62,488
1,684
) (60,804
) 10
) $ (60,814
553
) $ (60,261
) $(2.12
28,670

)

)
)

2015

$ 25,387
11,291
36,678
(36,678
696
(35,982
C

$ (35973

151
$ (35,822

$ (1.46

24,628

)
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Atara Biotherapeutics, Inc.
Condensed Consolidated Statements of Cash Flows
(Unaudited)

(In thousands)

Nine months ended

September 30,

2016 2015
Operating activities
Net loss $(60,814 ) $(35,973 )
Adjustments to reconcile net loss to net cash used in operating activities:
Stock-based compensation expense 15,128 7,287
Amortization of investment premiums and discounts 2,811 1,714
Depreciation expense 210 21
Changes in operating assets and liabilities:
Prepaid expenses and other current assets (602 ) (2,514 )
Other assets 6 (50 )
Accounts payable 3,018 1,413
Accrued compensation 532 337
Accrued research and development expenses € ) 1,713
Other accrued liabilities 433 263
Long-term liabilities 420 25
Net cash used in operating activities (38,861 ) (25,764 )
Investing activities
Purchases of short-term investments (252,279) (285,390)
Sales of short-term investments 187,508 34,349
Maturities of short-term investments 127,749 50,352
Purchases of property and equipment (2,025 ) (19 )
Net cash provided by (used in) investing activities 60,953 (200,708)
Financing activities
Proceeds from sale of common stock, net of offering costs — 263,434
Taxes paid related to net share settlement of restricted stock units (75 ) (4,588 )
Proceeds from exercise of stock options 250 195
Net cash provided by financing activities 175 259,041
Increase in cash and cash equivalents 22,267 32,569
Cash and cash equivalents at beginning of period 23,746 21,897
Cash and cash equivalents at end of period $46,013 $54,466
Non-cash investing and financing activities
Issuance of common stock upon vesting of stock awards $60 $60
Change in long-term liabilities related to non-vested stock awards $(60 ) $(60 )
Property and equipment purchases included in liabilities $129 $—

Supplemental cash flow disclosure
Cash paid for taxes $10 $2
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See accompanying notes.
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Atara Biotherapeutics, Inc.
Notes to Condensed Consolidated Financial Statements

(Unaudited)

1.Description of Business

Atara Biotherapeutics, Inc. (“Atara”, “we”, “our” or “the Company’’) was incorporated in August 2012 in Delaware. Atara is a
clinical-stage biopharmaceutical company focused on developing meaningful therapies for patients with severe and
life-threatening diseases that have been underserved by scientific innovation. We have two groups of product

candidates: (a) allogeneic, or third-party derived, antigen-specific T-cells, and (b) molecularly targeted biologics.

Our T-cell programs were acquired through licensing arrangements with Memorial Sloan Kettering Cancer Center
(“MSK”) and Queensland Institute of Medical Research (“QIMR Berghofer”). Our molecularly targeted biologics
programs were acquired through licensing arrangements with Amgen Inc. (“Amgen”). See Note 5 for further
information.

2.Summary of Significant Accounting Policies
Basis of Presentation

The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with
U.S. generally accepted accounting principles (U.S. GAAP) and following the requirements of the Securities and
Exchange Commission (SEC) for interim reporting. As permitted under those rules, certain footnotes or other
financial information that are normally required by U.S. GAAP can be condensed or omitted. These condensed
consolidated financial statements have been prepared on the same basis as the Company’s annual consolidated
financial statements included in the Company’s Annual Report on Form 10-K for the year ended December 31, 2015,
and, in the opinion of management, reflect all adjustments, consisting only of normal recurring adjustments, which are
necessary for a fair statement of the Company’s consolidated financial information. The results of operations for the
nine month period ended September 30, 2016 are not necessarily indicative of the results to be expected for the full
year or any other future period. The condensed balance sheet as of December 31, 2015 has been derived from audited
consolidated financial statements at that date but does not include all of the information required by U.S. GAAP for
complete consolidated financial statements.

Significant Risks and Uncertainties

We have incurred significant operating losses since inception and have relied on public and private equity financings
to fund our operations. As of September 30, 2016, we had an accumulated deficit of $158.9 million. As we continue to
incur losses, our transition to profitability will depend on the successful development, approval and commercialization
of product candidates and on the achievement of sufficient revenues to support our cost structure. We may never
achieve profitability, and unless and until we do, we will need to continue to raise additional capital. Management
expects that our cash, cash equivalents and short-term investments as of September 30, 2016 will be sufficient to fund
our planned operations through 2018.

10
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Concentration of Credit Risk and Other Uncertainties

We place cash and cash equivalents in the custody of financial institutions that management believes are of high credit
quality, the amount of which at times, may be in excess of the amount insured by the Federal Deposit Insurance
Corporation. We also have short-term investments in money market funds, U.S. Treasury, government agency and
corporate debt obligations, commercial paper and asset-backed securities, which can be subject to certain credit risk.
However, we mitigate the risks by investing in high-grade instruments, limiting our exposure to any one issuer, and
monitoring the ongoing creditworthiness of the financial institutions and issuers.

We are subject to certain risks and uncertainties and believe that changes in any of the following areas could have a
material adverse effect on future financial position or results of operations: our ability to obtain future financing;
regulatory approval and market acceptance of, and reimbursement for, our product candidates, if approved,;
performance of third-party clinical research organizations and manufacturers upon which we rely; development of
sales channels; protection of our intellectual property; litigation or claims against us based on intellectual property,
patent, product, regulatory or other factors; and our ability to attract and retain employees necessary to support our
growth.

6

11
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Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates,
assumptions, and judgments that affect the amounts reported in the financial statements and accompanying notes.
Significant estimates relied upon in preparing these financial statements include estimates related to clinical trial and
other accruals, stock-based compensation expense, fair values of investments and income taxes. Actual results could
differ materially from those estimates.

Recent Accounting Pronouncements

In January 2016, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) No.
2016-01, Recognition and Measurement of Financial Assets and Financial Liabilities (Subtopic 825-20), which

amends the guidance in U.S. GAAP on the classification and measurement of financial instruments. Although the

ASU retains many current requirements, it significantly revises an entity’s accounting related to the classification and
measurement of investments in equity securities and the presentation of certain fair value changes for financial

liabilities measured at fair value. The ASU also amends certain disclosure requirements associated with the fair value

of financial instruments. The new standard is effective for fiscal years and interim periods within those fiscal years
beginning after December 15, 2017, with early adoption permitted for certain changes. The Company has not yet
determined the method of adoption and the potential effect the new standard will have on the Company’s consolidated
financial statements.

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842), which is intended to increase the
transparency and comparability in the reporting of leasing arrangements by generally requiring leased assets and
liabilities to be recorded on the balance sheet. The new standard is effective for fiscal years and interim periods within
those fiscal years beginning after December 15, 2018, with early adoption permitted. The Company has not yet
determined the method of adoption and the potential effect the new standard will have on the Company’s consolidated
financial statements.

In March 2016, the FASB issued ASU No. 2016-09, Improvements to Employee Share-Based Payment Accounting
(Topic 718), which simplifies several aspects of the accounting for share-based payment transactions, including the
income tax consequences, classification of awards as either equity or liabilities, and classification in the statement of
cash flows. The new standard is effective for fiscal years and interim periods within those fiscal years beginning after
December 15, 2016, with early adoption permitted. The Company has not yet determined the method of adoption and
the potential effect the new standard will have on the Company’s consolidated financial statements.

In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments — Credit Loss (Topic 326): Measurement of
Credit Losses on Financial Instruments, which significantly changes how companies measure and recognize credit
impairment for many financial assets. The new current expected credit loss model will require companies to
immediately recognize an estimate of credit losses expected to occur over the remaining life of the financial assets that
are in the scope of the standard. The ASU also makes targeted amendments to the current impairment model for
available-for-sale debt securities. The new standard is effective for fiscal years and interim periods within those fiscal
years beginning after December 15, 2019, with early adoption permitted. The Company has not yet determined the
method of adoption and the potential effect the new standard will have on the Company’s consolidated financial
statements.

In August 2016, the FASB issued ASU No. 2016-15, Statement of Cash Flows (Topic 230): Classification of Certain
Cash Receipts and Cash Payments, which clarifies how certain cash receipts and cash payments should be presented
and classified in the statement of cash flows. The new standard is effective for fiscal years and interim periods within
those fiscal years beginning after December 15, 2017, with early adoption permitted. The Company has not yet

12



Edgar Filing: Atara Biotherapeutics, Inc. - Form 10-Q

determined the method of adoption and the potential effect the new standard will have on the Company’s consolidated
financial statements.

3.Net Loss per Common Share

Basic net loss per common share is calculated by dividing net loss by the weighted-average number of shares of
common stock outstanding during the period, without consideration of common share equivalents. Diluted net loss per
common share is computed by dividing net loss by the weighted-average number of shares of common stock and
common share equivalents outstanding for the period. Common share equivalents are only included in the calculation
of diluted net loss per common share when their effect is dilutive.

Potential dilutive securities, which include unvested restricted stock awards (“RSAs”), unvested restricted stock units
(“RSUs”), vested and unvested options to purchase common stock (‘“options”) and shares to be issued under our employee
stock purchase plan (“ESPP”’) have been excluded from the computation of diluted net loss per share as the effect is
antidilutive. Therefore, the denominator used to calculate both basic and diluted net loss per common share is the

same in all periods presented.

7

13



Edgar Filing: Atara Biotherapeutics, Inc. - Form 10-Q

The following table represents the potential common shares issuable pursuant to outstanding securities as of the
related period end dates that were excluded from the computation of diluted net loss per common share as their
inclusion would have an antidilutive effect:

As of September 30,

2016 2015
Unvested RSAs 18,510 333,652
Unvested RSUs 1,371,269 453,449

Vested and unvested options 3,744,176 543,990
ESPP share purchase rights 15,888 —

4.Financial Instruments
Our financial assets are measured at fair value on a recurring basis using the following hierarchy to prioritize valuation
inputs, in accordance with applicable GAAP:

Level 1: Quoted prices in active markets for identical assets or liabilities that we have the ability to access

Level 2: Observable market based inputs or unobservable inputs that are corroborated by market data such as quoted
prices, interest rates and yield curves

Level 3: Inputs that are unobservable data points that are not corroborated by market data

We review the fair value hierarchy classification on a quarterly basis. Changes in the ability to observe valuation
inputs may result in a reclassification of levels of certain securities within the fair value hierarchy. We recognize
transfers into and out of levels within the fair value hierarchy in the period in which the actual event or change in
circumstances that caused the transfer occurs. There have been no transfers between Level 1, Level 2, and Level 3 in
any periods presented.

The following tables summarize the estimated fair value and related valuation input hierarchy of our financial assets
measured on a recurring basis, which were comprised solely of available-for-sale securities as of each period end:

Total Total Total Total
Amortized Unrealized Unrealized Estimated
Fair
As of September 30, 2016: Input Level Cost Gain Loss Value
(in thousands)
Money market funds Level 1 $37,397 $ — $ — $37,397
U.S. Treasury obligations Level 2 75,107 42 ® ) 75,144
Government agency obligations Level 2 24,834 19 (6 ) 24,847

14
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Corporate debt obligations Level 2 126,587 31 (66 ) 126,552
Commercial paper Level 2 900 — — 900
Asset-backed securities Level 2 13,262 18 — 13,280
Total available-for-sale securities 278,087 110 (77 ) 278,120
Less amounts classified as cash equivalents (45,988) — 2 (45,986 )
Amounts classified as short-term securities $232,099 $ 110 $ (75 ) $232,134
Total Total Total Total
Amortized Unrealized Unrealized Estimated
Fair
As of December 31, 2015: Input Level Cost Gain Loss Value
(in thousands)
Money market funds Level 1 $16,364 $ — $ — $16,364
U.S. Treasury obligations Level 2 599 — ¢! ) 598
Government agency obligations Level 2 36,480 1 (88 ) 36,393
Corporate debt obligations Level 2 203,767 8 (339 ) 203,436
Commercial paper Level 2 999 — — 999
Asset-backed securities Level 2 61,304 2 (102 ) 61,204
Total available-for-sale securities 319,513 11 (530 ) 318,994
Less amounts classified as cash equivalents (22,259) — 1 (22,258 )

Amounts classified as short-term securities $297.254 $ 11 $ (529 ) $296,736
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The amortized cost and fair value of our available-for-sale securities by contractual maturity were as follows:

As of September 30, As of December 31,

2016 2015

Amortized Estimated Amortized Estimated

Fair Fair

Cost Value Cost Value

(in thousands) (in thousands)
Maturing within one year $225,940 $225,953 $211,311 $211,059
Maturing in one to five years 52,147 52,167 108,202 107,935
Total available-for-sale securities $278,087 $278,120 $319,513 $318,994

As of September 30, 2016, certain available-for-sale securities had been in a continuous unrealized loss position, each
for less than twelve months. As of this date, no significant facts or circumstances were present to indicate a
deterioration in the creditworthiness of the respective issuers, and the Company has no requirement or intention to sell
these securities before maturity or recovery of their amortized cost basis. During the three and nine months ended
September 30, 2016 and 2015, we did not recognize any other-than-temporary impairment loss.

5.License and Collaboration Agreements

MSK Agreements — In September 2014, we entered into an exclusive option agreement with MSK under which we had
the right to acquire the exclusive worldwide license rights to three clinical stage T-cell therapies from MSK. In
exchange for the option, we paid $1.25 million in cash and issued 59,761 shares of our common stock to MSK, which
at the time of issuance had an estimated fair value of $0.75 million. The total of $2.0 million was recorded as research
and development expense in our statements of operations and comprehensive loss.

In June 2015, we exercised our option and entered into an exclusive license agreement with MSK. In connection with
the execution of the license agreement, we paid $4.5 million in cash to MSK, which was recorded as research and
development expense in our statement of operations and comprehensive loss.

We are required to make additional payments of up to $33.0 million to MSK based on achievement of specified
regulatory and sales-related milestones, as well as mid-single-digit percentage tiered royalty payments based on future
sales of products resulting from the development of the licensed product candidates, if any. In addition, under certain
circumstances, we are required to make certain minimum annual royalty payments to MSK, which are creditable
against earned royalties owed for the same annual period. We are also required to pay a low double-digit percentage of
any consideration we receive for sublicensing the licensed rights. The license agreement expires on a
product-by-product and country-by-country basis on the later of: (i) expiration of the last licensed patent rights related
to each licensed product, (ii) expiration of any market exclusivity period granted by law with respect to each licensed
product, and (iii) a specified number of years after the first commercial sale of the licensed product in each country.
Upon expiration of the license agreement, Atara will retain non-exclusive rights to the licensed products.

Amgen License Agreements - In September 2012, we entered into three license agreements with Amgen. In
accordance with terms of the agreements with Amgen, we use commercially reasonable efforts to prepare, file,
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prosecute, defend and maintain the patents covered by the license agreements. During the three months ended
September 30, 2016 and 2015, we incurred expenses of $0.3 million and $0.5 million, respectively, related to these
activities. During the nine months ended September 30, 2016 and 2015, we incurred expenses of $0.8 million and $1.3
million, respectively, related to these activities.

In December 2015, we announced that we would be suspending further development of PINTA 745 and in June 2016,
we returned the rights related to this and the ATA 842 program to Amgen. Under the remaining license agreements,
potential payments of up to $58.0 million are due to Amgen upon the achievement of development and regulatory
approval milestones and payments of up to $104.0 million are due upon the achievement of sales-based milestones.

We are also required to pay mid-single-digit percentage tiered royalties on future net sales of products which are
developed and approved as defined by the agreements, if any. Our royalty obligations as to a particular licensed
product will be payable, on a country-by-country and product-by-product basis, until the later of (a) the date of
expiration of the last to expire valid claim within the licensed patents that covers the manufacture, use or sale, offer to
sell, or import of such licensed product by us or a sublicense in such country, (b) loss of regulatory exclusivity, or (c)
10 years after the first commercial sale of the applicable licensed product in the applicable country. These agreements
expire at the end of all royalty obligations to Amgen and, upon expiration, the licenses will be fully paid, royalty-free,
irrevocable and non-exclusive.

9

17



Edgar Filing: Atara Biotherapeutics, Inc. - Form 10-Q

QIMR Berghofer Agreements — In October 2015, we entered into an exclusive license agreement and a research and
development collaboration agreement with QIMR Berghofer.

Under the terms of the license agreement, we obtained an exclusive, worldwide license to develop and commercialize
allogeneic cytotoxic T-lymphocyte (“CTL”) therapy programs utilizing technology and know-how developed by QIMR
Berghofer. In consideration for the exclusive license, we paid $3.0 million in cash to QIMR Berghofer, which was
recorded as research and development expense in our statement of operations and comprehensive loss in the fourth
quarter of 2015. In September 2016, the exclusive license agreement and research and development collaboration
agreement were amended and restated. Under the amended and restated agreements, we obtained an exclusive,
worldwide license to develop and commercialize additional CTL programs as well as the option to license additional
technology in exchange for $3.3 million in cash, which was recorded as research and development expense in our
statement of operations and comprehensive loss in the third quarter of 2016 and paid in October 2016. The amended
and restated license agreement also provides for various milestone and royalty payments to QIMR Berghofer based on
future product sales, if any.

Under the terms of the amended and restated research and development collaboration agreement, we are also required
to reimburse the cost of agreed-upon development activities related to programs developed under the collaboration.
These payments are expensed on a straight-line basis over the related development periods and resulted in research
and development expense of $0.3 million and $0.9 million for the three and nine months ended September 30, 2016,
respectively. The agreement also provides for various milestone payments to QIMR Berghofer based on achievement
of certain developmental and regulatory milestones.

Milestones and royalties under each of the above agreements are contingent upon future events and will be recorded as
expense when it is probable that the milestones will be achieved or royalties are due. As of September 30, 2016 and
December 31, 2015, there were no outstanding obligations for milestones and royalties to MSK, Amgen and QIMR
Berghofer.

6.Commitments and Contingencies
License and Collaboration Agreements

Certain potential payments related to our license and collaboration agreements, including milestone and royalty
payments, are detailed in Note 5. As the achievement of these milestones and royalties are currently not fixed and
determinable, such commitments have not been included in our condensed consolidated balance sheets.

Other Research and Development Agreements

We may enter into contracts in the normal course of business with clinical research organizations for clinical trials,
with contract manufacturing organizations for clinical supplies, and with other vendors for pre-clinical studies,
supplies and other services for our operating purposes. These contracts generally provide for termination on notice,
with the exception of potential termination charges related to one of our contract manufacturing agreements in the
event certain minimum purchase volumes are not met. As of September 30, 2016 and December 31, 2015, there were
no amounts accrued related to termination charges for minimum purchase volumes not being met.

10
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Operating Leases

In December 2015, we entered into a lease agreement for our new corporate headquarters in South San Francisco,
California, which is expected to expire in April 2021. In connection with the lease, we issued a letter of credit for $0.2
million to the landlord, which expires in December 2016 and is classified as restricted cash in our condensed
consolidated balance sheet. In May 2016, we subleased our previous corporate facility to a third party through January
2017. Other leased property includes a facility in Westlake Village, California under a lease agreement that expires in
April 2019. As of September 30, 2016, future minimum commitments for our operating leases were as follows:

Operating

Leases
Periods Ending December 31, (in

thousands)
Remaining 2016 $ 375
2017 1,294
2018 980
2019 732
2020 613
Thereafter 259
Total operating lease commitments $ 4,253
Less income from sublease 70

Net minimum operating lease commitments $ 4,183

Rent expense for the three months ended September 30, 2016 and 2015 was $0.3 million and $0.1 million,
respectively. Rent expense for the nine months ended September 30, 2016 and 2015 was $0.9 million and $0.3
million, respectively.

Indemnification Agreements

In the normal course of business, we enter into contracts and agreements that contain a variety of representations and
warranties and provide for indemnification for certain liabilities. The exposure under these agreements is unknown
because it involves claims that may be made against us in the future but have not yet been made. To date, we have not
paid any claims or been required to defend any action related to our indemnification obligations. However, we may
record charges in the future as a result of these indemnification obligations. We also have indemnification obligations
to our directors and executive officers for specified events or occurrences, subject to some limits, while they are
serving at our request in such capacities. There have been no claims to date and we believe the fair value of these
indemnification agreements is minimal. Accordingly, we did not record liabilities for these agreements as of
September 30, 2016 and December 31, 2015.

Contingencies

From time to time, we may be involved in legal proceedings, as well as demands, claims and threatened litigation,
which arise in the normal course of our business or otherwise. The ultimate outcome of any litigation is uncertain and
unfavorable outcomes could have a negative impact on our results of operations and financial condition. Regardless of
outcome, litigation can have an adverse impact on us because of the defense costs, diversion of management resources
and other factors. We are not currently involved in any material legal proceedings.
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7.Stockholders’ Equity
The following shares of common stock were reserved for future issuance as of September 30, 2016:

Total

Shares

Reserved
2014 Equity Incentive Plan 9,182,558
2014 Employee Stock Purchase Plan 663,667
Total reserved shares of common stock 9,846,225

11
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Restricted Stock Awards

In August 2012 and March 2013, our chief executive officer and one other Atara employee purchased RSAs with
certain service and performance conditions. As of September 30, 2016, 1,316,875 of these shares had vested and are
reported as shares outstanding in the financial statements. The remaining 18,510 shares vest in October 2016.
Stock-based compensation expense related to the RSAs is recorded using accelerated graded vesting model and was
$32,000 and $0.2 million for the three months ended September 30, 2016 and 2015, respectively, and $0.2 million and
$0.8 million for the nine months ended September 30, 2016 and 2015, respectively. There is no unrecognized
stock-based compensation expense related to unvested RSAs as of September 30, 2016. The aggregate intrinsic value
of unvested RSAs was $0.4 million as of September 30, 2016.

2014 Equity Incentive Plan (“2014 EIP”)

Our 2014 EIP permits the issuance of options, RSAs, RSUs and other types of awards to employees, directors and
consultants.

In June 2016, our stockholders approved an increase of 4,000,000 shares to the shares reserved for issuance under the
2014 EIP. As of September 30, 2016, a total of 9,182,558 shares of common stock were reserved for issuance under
the 2014 Plan, of which 5,140,848 were subject to outstanding options and RSUs and 4,041,710 shares were available
for future grant.

Restricted Stock Awards and Units

The following is a summary of RSA and RSU activity under our 2014 EIP:

RSAs RSUs
Weighted Average Weighted Average
Shares Grant Date Fair Value Shares Grant Date Fair Value
Unvested as of December 31, 2015 48,317 $ 0.40 427,605 $ 7.86
Granted — 1,142,697 $ 17.83
Forfeited — 44,746 ) $ 11.87
Vested (48,317) $ 0.40 (154,287 ) $ 6.33
Unvested as of September 30, 2016 — 1,371,269 $ 16.21
Vested and unreleased 25,403
Outstanding as of September 30, 2016 1,396,672

As of September 30, 2016, there was $17.4 million of unrecognized stock-based compensation expense related to
RSUs that is expected to be recognized over a weighted average period of 2.0 years. The aggregate intrinsic value of
the RSUs outstanding as of September 30, 2016 was $29.9 million. Under our RSU net settlement procedures, we
withhold shares at settlement to cover the minimum payroll withholding tax obligations. During the nine months
ended September 30, 2016, we settled 153,719 RSUs, of which 149,468 RSUs were net settled by withholding 4,251
shares. The value of the RSUs withheld was approximately $75,000 based on the closing price of our common stock
on the settlement date. These amounts were remitted to the appropriate taxing authorities and have been reflected as a
financing activity in our condensed consolidated statements of cash flows.
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Stock Options

The following is a summary of option activity under our 2014 EIP:

Weighted Average Aggregate Intrinsic

Remaining Value
Weighted Average Contractual Term
Shares Exercise Price (Years) (in thousands)

Outstanding as of December 31, 2015 3,137,529 $§ 25.81
Granted 804,700 $ 20.39
Exercised (18,947 ) $ 13.15
Forfeited or expired (179,106 ) $ 25.41
Outstanding as of September 30,2016 3,744,176 $ 24.79 5.90 $ 6,279
Vested and expected to vest as of

September 30, 2016 3,744,176 ' $ 24.79 5.90 $ 6,279
Exercisable as of September 30, 2016 924,752 $ 24.50 5.49 $ 2,369
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Aggregate intrinsic value represents the difference between the closing stock price of our common stock on September
30, 2016 and the exercise price of outstanding, in-the-money options. As of September 30, 2016, there was $37.1
million of unrecognized stock-based compensation expense related to stock options that is expected to be recognized
over a weighted average period of 2.9 years. Options for 18,947 and 11,844 shares of our common stock were
exercised during the nine months ended September 30, 2016 and 2015, with an intrinsic value of $0.2 million and $0.4
million, respectively, as calculated based on the exercise date.

The fair value of each option issued was estimated at the date of grant using the Black-Scholes valuation model. The

following table summarizes the weighted-average assumptions used as inputs to the Black-Scholes model, and
resulting weighted-average grant date fair values of stock options granted during the period indicated:

Nine months ended September 30,2016  Nine months ended September 30, 2015

Employees Consultants Employees Consultants

Assumptions:
Expected term (years) 4.5 6.9 4.5 7.0
Expected volatility 69.0 % 66.1 % T1.8 % 71.5 %
Risk-free interest rate 1.3 % 1.7 % 1.4 % 2.0 %
Expected dividend yield 0.0 % 0.0 % 0.0 % 0.0 %
Fair Value:
Weighted-average estimated

grant date fair value per share $ 11.23 $ 11.57 $ 19.15 $ 27.83
Options granted 795,700 9,000 1,106,699 9,000
Total estimated grant date fair

value $ 8,935,000 $ 104,000 $ 21,189,000 $ 250,000

The estimated fair value of stock options that vested during the nine months ended September 30, 2016 and 2015 was
$10.4 million and $1.9 million, respectively.

2014 Employee Stock Purchase Plan (2014 ESPP”)

As of September 30, 2016, there were 663,667 shares authorized for issuance under the 2014 ESPP. The 2014 ESPP
permits eligible employees to purchase common stock at a discount through payroll deductions during defined
offering periods. Eligible employees can purchase shares of the Company’s common stock at 85% of the lower of the
fair market value of the common stock at (i) the beginning of a 12-month offering period, or (ii) at the end of one of
the two related 6-month purchase periods. No participant in the 2014 ESPP may be issued or transferred shares of
common stock valued at more than $25,000 per calendar year. In June 2016, the first offering under the 2014 ESPP
commenced for the period from June 1, 2016 through May 31, 2017, and the Company recorded $0.2 million and $0.3
million of stock-based compensation expense in relation to this offering in the three and nine months ended September
30, 2016. There were no purchases of shares under the 2014 ESPP in the nine months ended September 30, 2016.

Stock-based Compensation Expense
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Total stock-based compensation expense related to all employee and non-employee awards was as follows:

Three months ended September 30, Nine months ended September 30,

2016 2015 2016 2015
(in thousands) (in thousands)
Research and development $ 2,551 $ 899 $ 7,231 $ 3,439
General and administrative 2,718 1,335 7,897 3,848
Total stock-based compensation expense $ 5,269 $ 2,234 $ 15,128 $ 7,287

8.Income Taxes

As of September 30, 2016, the Company had unrecognized tax benefits under ASC 740 Income Taxes, of
approximately $4.6 million. As of this date, the total amount of unrecognized tax benefits that would affect the

Company’s effective tax rate, if recognized, was $0.1 million. The Company currently has a full valuation allowance

against its U.S. net deferred tax assets, which would impact the timing of the effective tax rate benefit should any
uncertain tax position be favorably settled in the future.
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During July 2016, the Company licensed certain intellectual property rights to a wholly-owned subsidiary outside the
United States. Although the license of intellectual property rights between consolidated entities did not result in any
gain in the consolidated statements of operations and comprehensive loss, the transaction generated a taxable gain in
the U.S. However, as this gain is offset by current and existing tax losses, there was no cash tax impact from the
transaction in the periods presented. As a result of the transaction, there was an increase of $0.3 million in
unrecognized tax benefits during the three months ended September 30, 2016. The Company expects to record an
uncertain tax benefit of $1.1 million during the next 12 months. The Company’s policy is to account for interest and
penalties related to uncertain tax positions as a component of the income tax provision. The amount of accrued
interest and penalties as of September 30, 2016 was immaterial.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Management’s Discussion and Analysis of Financial Condition and Results of Operations

You should read the following discussion and analysis of our financial condition and results of operations together
with our unaudited condensed consolidated financial statements and related notes included elsewhere in our Quarterly
Report on Form 10-Q for the quarter ended September 30, 2016. This discussion and other parts of this Quarterly
Report contain forward-looking statements that involve risk and uncertainties, such as statements of our plans,
objectives, expectations and intentions. As a result of many factors, including those factors set forth in the “Risk
Factors” section of this Quarterly Report, our actual results could differ materially from the results described in or
implied by the forward-looking statements contained in the following discussion and analysis.

Overview

We are a clinical-stage biopharmaceutical company focused on developing meaningful therapies for patients with
severe and life-threatening diseases that have been underserved by scientific innovation. We have two groups of
product candidates: (a) allogeneic, or third-party derived, antigen-specific T-cells, and (b) molecularly targeted
biologics. Our most advanced product candidate, EBV-CTL, is expected to enter two Phase 3 trials by the end of
2016. We have additional product candidates at various stages of development.

T-cells are a type of white blood cell, and cytotoxic T-cells, otherwise known as cytotoxic T lymphocytes, or CTLs,
can mount an immune response against an antigen or antigens in order to combat viral infection or disease. Our
clinical stage T-cell product candidates use cells from healthy donors. These cells are trained to recognize an antigen,
then expanded, characterized, banked, and held as inventory. The cells are then partially human leukocyte antigen, or
HLA-matched to a patient in need, and are ready to infuse in patients in approximately three to five days.

Our initial T-cell product candidates are CTLs that target viral- or cancer-specific antigens and are designed to harness
the body’s immune system to counteract specific viral infections and cancers. Our most advanced T-cell product
candidate, EBV-CTL, is entering into Phase 3 trials for Epstein-Barr virus, or EBV-associated post-transplant
lymphoproliferative disorders, or EBV-PTLD. We licensed rights to this product candidate from Memorial Sloan
Kettering Cancer Center, or MSK, in June 2015. EBV-PTLD is a cancer affecting some patients who have received an
allogeneic hematopoietic cell transplant, or HCT, a solid organ transplant, or SOT, or are otherwise
immunocompromised. We recently submitted our final protocols for these Phase 3 trials to the U.S. Food and Drug
Administration, or FDA, and both of these trials are on track to commence by the end of 2016. In June 2016, we
opened a multi-center expanded access protocol, or EAP, trial of EBV-CTL at several transplant centers. The EAP is
intended to provide access to patients with EBV-PTLD in advance of opening our Phase 3 trials, and ensure continued
availability of EBV-CTL to patients who do not qualify for enrollment into the Phase 3 clinical trials.

In February 2015, the FDA granted breakthrough therapy designation for EBV-CTL in the treatment of
rituximab-refractory EBV-PTLD after HCT. Breakthrough therapy designation is an FDA process designed to
accelerate the development and review of drugs intended to treat a serious condition when early trials show that the
drug may be substantially better than current treatment. In February 2016, the FDA granted orphan drug designation
for EBV-CTL for the treatment of patients with EBV-PTLD after HCT or SOT, and in March 2016, the European
Medicines Agency, or EMA, granted orphan drug designation for EBV-CTL for the treatment of patients with
EBV-PTLD.
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EBV-CTL was accepted into the EMA’s Adaptive Licensing Program and in June 2016, the EMA classified our
EBV-CTL product candidate as an Advanced Therapy Medicinal Product, or ATMP. ATMP classification was
established to regulate cell and gene therapy, support development of these products and provide a benchmark for the
level of quality compliance for pharmaceutical practices. It can also provide developers with scientific regulatory
guidance, help clarify the applicable regulatory framework and development path, provide access to all relevant
services and incentives offered by the EMA and can also be advantageous when submitting clinical trial dossiers to
national EU regulatory authorities.

In October 2016, the EMA granted access to its newly established Priorities Medicines, or PRIME, regulatory
initiative for EBV-CTL in the treatment of patients with rituximab refractory EBV-PTLD after HCT. Access to the
PRIME initiative is granted by the EMA to support the development and accelerate the review of new therapies to
treat patients with unmet medical need. The criteria for the PRIME initiative require early clinical evidence that the
therapy offers a therapeutic advantage over existing treatments or benefits patients with limited treatment

options. This designation provides appointment of a rapporteur, early dialogue and scientific advice at key
development milestones, and the potential to qualify products for accelerated review earlier in the application process.
For EBV-CTL in the treatment of rituximab-refractory EBV-PTLD after HCT, we are scheduled to have a Scientific
Advice meeting with the EMA and health technology assessment groups in the fourth quarter of this year.
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We are also developing EBV-CTLs in other indications such as nasopharyngeal carcinoma, or NPC. Our
collaborating investigators at MSK presented clinical results on the use of EBV-CTLs in patients with stage 4
recurrent NPC at the June 2016 American Society of Clinical Oncology, or ASCO, Annual Meeting. We expect to
initiate a Phase 2 clinical trial evaluating EBV-CTLs in combination with another anti-cancer therapy for the
treatment of NPC in 2017.

Our second T-cell product candidate, CMV-CTL, is in Phase 2 clinical trials for cytomegalovirus, or CMV, an
infection that occurs in some patients who have received an HCT or SOT or are otherwise immunocompromised. In
the first quarter of 2016, we transferred the investigational new drug application, or IND, from MSK to us. We
recently met with the FDA for an end of Phase 2 meeting to discuss late stage development of allogeneic CMV-CTLs
for the treatment of anti-viral refractory or resistant CMV infection following either HCT or SOT. We expect to
initiate a Phase 3 trial in 2017, once we have completed discussions with the FDA on trial designs. In October 2016,
the EMA granted orphan drug designation for CMV-CTL for the treatment of CMV infection in patients with
impaired cell-mediated immunity.

Our third T-cell product candidate, WT1-CTL, targets cancers expressing the antigen Wilms Tumor 1, or WT1, and is
currently in Phase 1 clinical trials. At the 2015 American Society of Hematology, or ASH, Annual Meeting, MSK
presented results from this Phase 1 clinical trial of primary donor-derived WT1-CTLs. Based on data from these trials,
we expect to explore the clinical utility of WT1-CTL in these hematologic malignancies, including plasma cell
leukemia, or PCL.

In October 2015, we entered into exclusive license and research and development agreements with Queensland
Institute of Medical Research, or QIMR Berghofer. In September 2016, both agreements were amended and restated.
These agreements, as amended, enable us to access a technology that we believe is complementary to that which was
licensed from MSK and to pursue development of CTLs for other EBV-related diseases such as gastric cancer and
multiple sclerosis, or MS, as well as other CTL therapies targeting human papilloma virus, or HPV, and the BK virus.
We are working with QIMR Berghofer to initiate clinical trials utilizing allogeneic CTLs in these new indications.

While we evaluate the path to registration for both EBV-CTL and CMV-CTL, we intend to concurrently explore the
clinical utility of these T-cell product candidates or other cellular therapies in other relevant disease states to expand
their potential applicability. In addition, we believe that T-cells are versatile and can be directed at a broad range of
other targets to create future product candidates. To date, we have demonstrated clinical proof of concept across both
viral and non-viral targets in conditions ranging from liquid and solid tumors to infections and immune-mediated
disease, one in which the body’s immune system attacks an organ system.

Our molecularly targeted product candidates are biologics that inhibit myostatin and activin, members of the
Transforming Growth Factor-Beta, or TGF-B, protein superfamily, which play roles in the growth and maintenance of
muscle and many other body tissues. Our lead molecularly targeted product candidate is STM 434, which has received
orphan drug designation from the FDA for ovarian cancer. We commenced a Phase 1 clinical trial of STM 434 for
ovarian cancer and other solid tumors in 2014. The dose escalation stage of our Phase 1 trial for STM 434 is expected
to complete by the end of this year.

We do not yet manufacture any of our product candidates. We currently outsource the manufacturing of drug
substance and drug product for our preclinical studies and clinical trials to contract manufacturing organizations, each
a CMO. We also outsource fill-finish, packaging, labeling, storage, shipping and distribution. This approach has
allowed us to rapidly conduct manufacturing activities for multiple programs in parallel. We select CMOs to
manufacture our product candidates based on the particular technical needs of the product candidate. In addition, we
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aim to work with CMOs that possess the requisite scale, expertise and experience to support clinical as well as
commercial product manufacturing, which may mitigate the need for costly and time-consuming process transfers
later in development. We recently received feedback from the FDA regarding our comparability protocol designed to
compare EBV-CTL material manufactured by our CMO with material previously produced at MSK and have
commenced production of full scale EBV-CTL lots for the EAP and the Phase 3 trials. We intend to build our own
cellular manufacturing facility.

We have a limited operating history. Since our inception in 2012, we have devoted substantially all of our resources to
identify, acquire and develop our product candidates, including conducting preclinical studies and clinical trials and
providing general and administrative support for these operations.

We have never generated revenues and have incurred losses since inception. Our net loss was $60.8 million for the
nine months ended September 30, 2016, and as of September 30, 2016, we had an accumulated deficit of $158.9
million. Substantially all of our net losses have resulted from costs incurred in connection with our research and
development programs and from general and administrative expenses associated with our operations. As of September
30, 2016, our cash, cash equivalents and short-term investments totaled $278.1 million, which we intend to use to fund
our operations.
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Financial Overview
Revenues

To date, we have not generated any revenues. We do not expect to receive any revenues from any product candidates
that we develop until we obtain regulatory approval and commercialize our products or enter into collaborative
agreements with third parties.

Research and Development Expenses

The largest component of our total operating expenses since inception has been our investment in research and
development activities, including the preclinical and clinical development of our product candidates. Research and
development expenses consist primarily of compensation and benefits for research and development employees,
including stock-based compensation; expenses incurred under agreements with contract research organizations and
investigative sites that conduct clinical trials and preclinical studies; the costs of acquiring and manufacturing clinical
trial materials and other supplies; payments under licensing and research and development agreements; other outside
services and consulting costs; and an allocation of facilities and overhead expenses. Research and development costs
are expensed as incurred.

We plan to increase our research and development expenses as we continue the development of our product
candidates. Our current planned research and development activities include the following:

advancing EBV-CTLs into Phase 3 clinical trials for the treatment of EBV-PTLD after HCT and SOT;

developing CMV-CTL in antiviral refractory CMV infection after HCT;

continuing development of WT1-CTL in relapsed refractory multiple myeloma, including plasma cell leukemia;

collaborating with MSK and QIMR Berghofer in the discovery and development of additional T-cell programs;

expanding our licensed T-cell platforms into other indications, including NPC and MS or additional viral targets;

completing our Phase 1 clinical trial of STM 434;

process development and manufacturing of drug supply to support clinical trials and IND-enabling studies;

evaluating our other molecularly targeted product candidates and advancing them into the clinic as appropriate; and

{everaging our relationships and experience to in-license or acquire additional product candidates or technologies.
In addition, we believe it is important to invest in the development of new product candidates to continue to build the
value of our product candidate pipeline and our business. We plan to continue to advance our most promising early
product candidates into preclinical development with the objective to advance these early-stage programs to human
clinical trials over the next several years.

Our expenditures on current and future preclinical and clinical development programs are subject to numerous
uncertainties in timing and cost to completion. The duration, costs, and timing of clinical trials and development of
our product candidates will depend on a variety of factors, including:

the scope, rate of progress, and expenses of our ongoing as well as any additional clinical trials and other research

and development activities;

€uture clinical trial results;

uncertainties in clinical trial enrollment rates or discontinuation rates of patients;

potential additional safety monitoring or other studies requested by regulatory agencies;

significant and changing government regulation; and

the timing and receipt of any regulatory approvals.
The process of conducting the necessary clinical research to obtain FDA approval is costly and time consuming and
the successful development of our product candidates is highly uncertain. The risks and uncertainties associated with
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our research and development projects are discussed more fully in the section of this report titled “1 A. Risk Factors.”
As a result of these risks and uncertainties, we are unable to determine with any degree of certainty the duration and
costs to complete our research and development projects, or if, when, or to what extent we will generate revenues
from the commercialization and sale of any of our product candidates that obtain regulatory approval. We may never
succeed in achieving regulatory approval for any of our product candidates.
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General and Administrative Expenses

General and administrative expenses consist primarily of compensation and benefits for general and administrative
employees, including stock-based compensation; outside professional service costs, including legal, patent, human
resources, audit and accounting services; and allocated facilities costs. We anticipate that our general and
administrative expenses will continue to increase in the future as we increase our headcount to support our continued
research and development and potential commercialization of our product candidates.

Interest and Other Income, net

Interest and other income, net consists primarily of interest earned on our cash, cash equivalents and short-term
investments.

Critical Accounting Policies and Significant Judgments and Estimates

There have been no significant changes during the nine months ended September 30, 2016 to our critical accounting
policies and significant judgments and estimates as disclosed in our management’s discussion and analysis of financial
condition and results of operations included in our Annual Report on Form 10-K for the year ended December 31,
2015.

Emerging Growth Company Status

We are an “emerging growth company” as defined in the JOBS Act, and therefore we may take advantage of certain
exemptions from various public company reporting requirements. As an “emerging growth company”,

we will avail ourselves of the exemption from the requirement to obtain an attestation and report from our auditors

on the assessment of our internal control over financial reporting pursuant to the Sarbanes-Oxley Act;

we will provide less extensive disclosure about our executive compensation arrangements; and

we will not require stockholder non-binding advisory votes on executive compensation or golden parachute

arrangements.
However, we are choosing to irrevocably opt out of the extended transition periods available under the JOBS Act for
complying with new or revised accounting standards. We will remain an “emerging growth company” for up to five
years from the date of our initial public offering, although we will cease to be an “emerging growth company” upon the
earliest of: (1) December 31, 2019; (2) the last day of the first fiscal year in which our annual gross revenues are $1
billion or more; (3) the date on which we have, during the previous rolling three-year period, issued more than $1
billion in non-convertible debt securities; and (4) the date on which we are deemed to be a “large accelerated filer” as
defined in the Securities Exchange Act of 1934, as amended (the “Exchange Act”).

Results of Operations
Comparison of the Three and Nine Months Ended September 30, 2016 and 2015
Research and development expenses

Research and development expenses consisted of the following costs, by program:

Three months ended Septembeld€iease  Nine months ended September Big¢rease
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2016 2015 (Decrease) 2016 2015 (Decrease)
(in thousands) (in thousands)
EBV-CTL $ 2,500 $ 194 $2,306 $ 5,852 $ 256 $5,596
CMV-CTL 1,772 30 1,742 2,146 30 2,116
Other T-cell program expenses 7,058 200 6,858 14,558 4,846 9,712
STM 434 and other molecular
programs (118 ) 4,471 (4,589 ) 803 11,477 (10,674 )
Employee and overhead costs 7,590 3,218 4,372 19,681 8,778 10,903
Total research and development $ 18,802 $ 8,113 $10,680 $ 43,040 $ 25,387 $17,653

EBV-CTL costs increased to $2.5 million and $5.9 million in the three and nine months ended September 30, 2016, as
compared to $0.2 and $0.3 million in the comparative 2015 periods, primarily due to development work undertaken
following our exercise of the option to license this program from MSK in June 2015. We anticipate that EBV-CTL
costs will continue to increase in 2016 as compared to 2015 due to the preparation for and initiation of Phase 3 clinical
trials for this product candidate.
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CMV-CTL costs increased to $1.8 million and $2.1 million in the three and nine months ended September 30, 2016,
primarily due to development work undertaken following our exercise of the option to license this program from MSK
in June 2015.

Other T-cell program expenses were $7.1 million and $14.6 million in the three and nine months ended September 30,
2016, as compared to $0.2 million and $4.8 million in the comparative 2015 periods. The 2016 amounts primarily
comprise manufacturing costs for product that can be used across all of our T-cell programs and $3.3 million expensed
for license-related and other upfront fees that were paid to QIMR Berghofer in October 2016 as a result of the
expansion of our collaboration with them, including a license to additional CTL programs as well as the option to
license additional technology. The amount for the nine months ended September 30, 2015 includes $4.5 million for
the exercise of our option to license T-cell therapies from MSK. We anticipate that our T-cell program expenses will
continue to increase in 2016 as compared to 2015.

STM 434 and other molecular program expenses, which include costs related to PINTA 745 and ATA 842, were
$(0.1) million and $0.8 million in the three and nine months ended September 30, 2016, as compared to $4.5 million
and $11.5 million in the comparative 2015 periods. The decreases in each comparative period were primarily due to
reduced spending on PINTA 745 and ATA 842 following the suspension of clinical development in December 2015.
The negative expense in the three months ended September 30, 2016 was due to a reversal of accruals for closeout of
activities for which final invoices were less than amounts accrued. We anticipate that costs related to STM 434 and
other molecular program expenses will continue to decrease in 2016 as compared to 2015 following the return of
rights related to the PINTA 745 and ATA 842 programs to Amgen in June 2016.

Employee and overhead costs increased to $7.6 million and $19.7 million in the three and nine months ended
September 30, 2016, as compared to $3.2 million and $8.8 million in the comparative 2015 periods. The increase
between the three-month periods was primarily due to a $1.3 million increase in payroll costs and a $1.7 million
increase in stock-based compensation expense as a result of increased headcount in support of our continuing
expansion of research and development activities and, to a lesser extent, higher consulting and outside services

costs. The increase between the nine-month periods was primarily due to a $4.6 million increase in payroll costs and
a $3.8 million increase in stock-based compensation expense, also as a result of increased headcount, and to a lesser
extent, higher consulting and outside services costs. We anticipate that employee and overhead costs will continue to
increase in future periods as we continue to expand our research and development activities.

General and administrative expenses

Three months ended Septbmebeasd0, Nine months ended Septelnbeza3@,
2016 2015 (Decrease) 2016 2015 (Decrease)
(in thousands) (in thousands)

General and administrative $ 7,140 $ 4,146 $ 2,994 $19.448 $11,291 $ 8,157

General and administrative expenses increased to $7.1 million and $19.4 million in the three and nine months ended
September 30, 2016, as compared to $4.1 million and $11.3 million in the comparative 2015 periods. The increase
between the three-month periods was primarily due to a $1.4 million increase in stock-based compensation expense
driven by new award grants and a $0.9 million increase in payroll and related costs driven by increased headcount,
and, to a lesser extent; higher consulting and outside services costs. The increase between the nine-month periods was
primarily due to a $4.0 million increase in stock-based compensation expense and a $2.7 million increase in payroll
and related costs driven by increased headcount and, to a lesser extent higher consulting and outside services costs.
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We expect that general and administrative costs will continue to increase in 2016 as we continue to expand our
operations.

Income taxes

As of September 30, 2016, we had unrecognized tax benefits under ASC 740 Income Taxes, of approximately $4.6
million. As of this date, the total amount of unrecognized tax benefits that would affect our effective tax rate, if
recognized, was $0.1 million. We currently have a full valuation allowance against our U.S. net deferred tax asset,
which would impact the timing of the effective tax rate benefit should any uncertain tax position be favorably settled
in the future.
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During July 2016, we licensed certain intellectual property rights to a wholly-owned subsidiary outside the United
States. Although the license of intellectual property rights between consolidated entities did not result in any gain in
the consolidated statements of operations and comprehensive loss, the transaction generated a taxable gain in the U.S.
However, as this gain is offset by current and existing tax losses, there was no cash tax impact from the transaction in
the periods presented. As a result of the transaction, there was an increase of $0.3 million in unrecognized tax benefits
during the three months ended September 30, 2016. We expect to record an uncertain tax benefit of $1.1 million
during the next 12 months. Our policy is to account for interest and penalties related to uncertain tax positions as a
component of the income tax provision. The amount of accrued interest and penalties as of September 30, 2016 was
immaterial.

Liquidity and Capital Resources
Sources of Liquidity

Since our inception in 2012, we have funded our operations primarily through the issuance of common and preferred
stock.

We have incurred losses and negative cash flows from operations in each year since inception. As of September 30,
2016, we had an accumulated deficit of $158.9 million. It will be several years, if ever, before we have a product
candidate ready for commercialization, and we anticipate that we will continue to incur losses for at least the next
several years. We expect that our research and development and general and administrative expenses will continue to
increase and, as a result, we will need additional capital to fund our operations, which we may raise through a
combination of equity offerings, debt financings, other third-party funding, marketing and distribution arrangements
and other collaborations, strategic alliances and licensing arrangements.

Cash in excess of immediate requirements is invested in accordance with our written investment policy, primarily with
a view to liquidity and capital preservation. Currently, our cash, cash equivalents and short-term investments are held
in bank and custodial accounts and consist of money market funds, U.S. Treasury, government agency and corporate
debt obligations, commercial paper and asset-backed securities. Management expects that existing cash and cash
equivalents as of September 30, 2016 will be sufficient to fund our planned operations through 2018.

Our cash, cash equivalents and short-term investments balances as of the dates indicated were as follows:

September December

30, 31,

2016 2015

(in thousands)
Cash and cash equivalents $46,013 $23,746
Short-term investments 232,134 296,736

Total cash, cash equivalents and short-term investments $278,147 $320,482

Cash Flows
Comparison of the Nine Months Ended September 30, 2016 and 2015

The following table details the primary sources and uses of cash for each of the periods set forth below:
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Nine months ended
September 30,
2016 2015
(in thousands)

Net cash provided by (used in):

Operating activities $(38,861) $(25,764 )
Investing activities 60,953 (200,708)
Financing activities 175 259,041

Net increase in cash and cash equivalents $22,267 $32,569

Operating activities

Net cash used in operating activities was $38.9 million in the 2016 period as compared to $25.8 million in the 2015
period. The increase of $13.1 million was primarily due to a $24.8 million increase in net loss, partially offset by a

$7.8 million increase in stock-based compensation, a $2.6 million increase in operating assets and liabilities, and a

$1.1 million increase in the amortization of investment premiums and discounts.
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Investing activities

Net cash provided by investing activities in the 2016 period consisted primarily of $127.7 million from maturities and
$187.5 million of sales of available-for-sale securities partially offset by $252.3 million used to purchase
available-for-sale securities and $2.0 million in purchases of property and equipment. Net cash used in investing
activities during the 2015 period consisted primarily of $285.4 million used to purchase available-for-sale securities,
partially offset by $50.4 million received from maturities and $34.3 million from sales of available-for-sale

securities.

Financing activities

Net cash used in financing activities in the 2016 period was $0.2 million. Net cash provided by financing activities in
the 2015 period was $259.0 million, consisting of $263.4 million net proceeds from the sale of common stock,
partially offset by $4.6 million used to pay taxes related to the net share settlement of restricted stock units.

Operating Capital Requirements and Plan of Operations

To date, we have not generated any revenue from product sales. We do not know when, or if, we will generate any
revenue from product sales. We do not expect to generate significant revenue from product sales unless and until we
obtain regulatory approval of and commercialize one of our current or future product candidates. We anticipate that
we will continue to generate losses for the foreseeable future, and we expect the losses to increase as we continue the
development of and seek regulatory approvals for our product candidates, and begin to commercialize any approved
products. We are subject to all of the risks inherent in the development of new products, and we may encounter
unforeseen expenses, difficulties, complications, delays and other unknown factors that may adversely affect our
business. We anticipate that we will need to raise substantial additional funding in connection with our continuing
operations.

We expect that our existing cash, cash equivalents and short-term investments will be sufficient to fund our planned
operations through 2018. In order to complete the process of obtaining regulatory approval for our lead product
candidates and to build the sales, marketing and distribution infrastructure that we believe will be necessary to
commercialize our lead product candidates, if approved, we will require substantial additional funding.

We have based our projections of operating capital requirements on assumptions that may prove to be incorrect and
we may use all of our available capital resources sooner than we expect. Because of the numerous risks and
uncertainties associated with research, development and commercialization of pharmaceutical products, we are unable
to estimate the exact amount of our operating capital requirements. Our future funding requirements will depend on
many factors, including, but not limited to:

the timing and costs of our planned clinical trials and preclinical studies for our product candidates;

our success in establishing and scaling commercial manufacturing capabilities;

the number and characteristics of product candidates that we pursue;

the outcome, timing and costs of seeking regulatory approvals;

subject to receipt of regulatory approval, revenues received from commercial sales of our product candidates;

the terms and timing of any future collaborations, licensing, consulting or other arrangements that we may establish;
the amount and timing of any payments we may be required to make in connection with the licensing, filing,
prosecution, maintenance, defense and enforcement of any patents or patent applications or other intellectual
property rights;
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the extent to which we in-license or acquire other products and technologies; and
the timing of capital expenditures.
Off-Balance Sheet Arrangements

We did not have during the periods presented, and we do not currently have, any off-balance sheet arrangements, as
defined in the rules and regulations of the SEC.

21

39



Edgar Filing: Atara Biotherapeutics, Inc. - Form 10-Q

Item 3. Quantitative and Qualitative Disclosures about Market Risk

During the nine months ended September 30, 2016, there were no material changes to our interest rate risk
disclosures, market risk disclosures and foreign currency exchange rate risk disclosures reported in our Annual Report
on Form 10-K for the year ended December 31, 2015.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Under the supervision of our Chief Executive Officer and Chief Financial Officer, we evaluated the effectiveness of
our disclosure controls and procedures, as defined in Rules 13a-15(e) of the Exchange Act as of September 30,

2016. Based on that evaluation, our Chief Executive Officer and Chief Financial Officer have concluded that our
disclosure controls and procedures were effective as of September 30, 2016 to ensure that information required to be
disclosed by us in the reports we file or submit under the Exchange Act is recorded, processed, summarized and
reported within the time periods specified in the SEC’s rules and forms, and that such information is accumulated and
communicated to our management, including our Chief Executive Officer and Chief Financial Officer, as appropriate
to allow timely discussion regarding required disclosure. In designing and evaluating our disclosure controls and
procedures, management recognizes that any disclosure controls and procedures, no matter how well designed and
operated, can provide only reasonable assurance of achieving the desired control objectives. In addition, the design of
disclosure controls and procedures must reflect the fact that there are resource constraints and that management is
required to apply its judgment in evaluating the benefits of possible controls and procedures relative to their costs.

Inherent Limitations on Controls and Procedures

Our management, including our Chief Executive Officer and our Chief Financial Officer and Principal Accounting
Officer, does not expect that our disclosure controls and procedures and our internal controls will prevent all error and
all fraud. A control system, no matter how well designed and operated, can only provide reasonable assurances that
the objectives of the control system are met. The design of a control system reflects resource constraints; the benefits
of controls must be considered relative to their costs. Because there are inherent limitations in all control systems, no
evaluation of controls can provide absolute assurance that all control issues and instances of fraud, if any, within the
Company have been or will be detected. As these inherent limitations are known features of the financial reporting
process, it is possible to design into the process safeguards to reduce, though not eliminate, these risks. These inherent
limitations include the realities that judgments in decision-making can be faulty and that breakdowns occur because of
simple error or mistake. Controls can be circumvented by the individual acts of some persons, by collusion of two or
more people, or by management override of the control. The design of any system of controls is based in part upon
certain assumptions about the likelihood of future events. While our disclosure controls and procedures are designed
to provide reasonable assurance of achieving their objectives, there can be no assurance that any design will succeed
in achieving its stated goals under all future conditions. Over time, controls may become inadequate because of
changes in conditions or deterioration in the degree of compliance with the policies or procedures. Because of the
inherent limitations in a cost-effective control system, misstatements due to error or fraud may occur and not be
detected.
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We intend to review and evaluate the design and effectiveness of our disclosure controls and procedures on an
ongoing basis and to improve our controls and procedures over time and to correct any deficiencies that we may
discover in the future. While our Chief Executive and Financial Officer and Principal Accounting Officer have
concluded that, as of September 30, 2016, the design of our disclosure controls and procedures, as defined in Rule
13a-15(e) under the Exchange Act, was effective, future events affecting our business may cause us to significantly
modify our disclosure controls and procedures.

Changes in Internal Control over Financial Reporting

There was no change in our internal control over financial reporting identified in connection with the evaluation
required by Rules 13a-15(d) and 15d-15(d) of the Exchange Act that occurred during the three months ended
September 30, 2016 that has materially affected, or is reasonably likely to materially affect, our internal control over
financial reporting.

22

41



Edgar Filing: Atara Biotherapeutics, Inc. - Form 10-Q

PART II. OTHER INFORMATION

Item 1. Legal Proceedings

None.

Item 1A. Risk Factors

Investing in our common stock involves a high degree of risk. You should carefully consider all of the risk factors and
uncertainties described below, in addition to the other information contained in this Quarterly Report on Form 10-Q,
including the section of this report titled “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” and our unaudited condensed consolidated financial statements and related notes, before investing in our
common stock. If any of the following risks materialize, our business, financial condition and results of operations
could be seriously harmed. In these circumstances, the market price of our common stock could decline, and you may
lose all or a part of your investment. We have marked with an asterisk (*) those risk factors that reflect substantive
changes from the risk factors included in our previously filed Annual Report on Form 10-K for the year ended
December 31, 2015.

Risks Related to Our Financial Results and Capital Needs

We have incurred substantial losses since our inception and anticipate that we will continue to incur substantial and
increasing losses for the foreseeable future.*

We are a clinical-stage biopharmaceutical company. Investment in biopharmaceutical product development is highly
speculative because it entails substantial upfront capital expenditures and significant risk that a product candidate will
fail to prove effective, gain regulatory approval or become commercially viable. We do not have any products
approved by regulatory authorities and have not generated any revenues from product sales to date, and have incurred
significant research, development and other expenses related to our ongoing operations and expect to continue to incur
such expenses. As a result, we have not been profitable and have incurred significant operating losses in every
reporting period since our inception. For the three months ended September 30, 2016, we reported a net loss of $25.4
million and we had an accumulated deficit of $158.9 million as of September 30, 2016.

We do not expect to generate revenues for many years, if at all. We expect to continue to incur significant expenses
and operating losses for the foreseeable future. We anticipate these losses to increase as we continue to research,
develop and seek regulatory approvals for our product candidates and any additional product candidates we may
acquire, and potentially begin to commercialize product candidates that may achieve regulatory approval. We may
encounter unforeseen expenses, difficulties, complications, delays and other unknown factors that may adversely
affect our business. The size of our future net losses will depend, in part, on the rate of future growth of our expenses
and our ability to generate revenues. If any of our product candidates fails in clinical trials or does not gain regulatory
approval, or if approved, fails to achieve market acceptance, we may never become profitable. Even if we achieve
profitability in the future, we may not be able to sustain profitability in subsequent periods. We anticipate that our
expenses will increase in the future as we continue to invest in research and development of our existing product
candidates, investigate and potentially acquire new product candidates and expand our manufacturing and
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commercialization activities.

We have a limited operating history, which may make it difficult for you to evaluate the success of our business to
date and to assess our future viability.*

Our company was formed in August 2012. Our operations to date have been limited to organizing and staffing our
company, acquiring product and technology rights and conducting product development activities for our product
candidates. We have not yet demonstrated our ability to successfully complete any Phase 2 or Phase 3 clinical trials,
obtain regulatory approval, manufacture a commercial scale product or arrange for a third party to do so on our behalf,
or conduct sales and marketing activities necessary for successful commercialization for any of our product
candidates. In addition, the adoptive immunotherapy technology underlying our T-cell product candidates, EBV-CTL,
CMV-CTL and WT1-CTL, is new and largely unproven. Any predictions about our future success, performance or
viability, particularly in view of the rapidly evolving cancer immunotherapy field, may not be as accurate as they
could be if we had a longer operating history or approved products on the market.

In addition, as a young business, we may encounter unforeseen expenses, difficulties, complications, delays and other
known and unknown factors. We will need to transition at some point from a company with a research and
development focus to a company capable of supporting commercial activities. We may not be successful in such a
transition. We expect our financial condition and operating results to continue to fluctuate significantly from quarter to
quarter and year to year due to a variety of factors, many of which are beyond our control. Accordingly, you should
not rely upon the results of any quarterly or annual periods as indications of future operating performance.
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We currently have no source of revenues. We may never generate revenues or achieve profitability.

To date, we have not generated any revenues from product sales or otherwise. Even if we are able to successfully
achieve regulatory approval for our product candidates, we do not know when we will generate revenues or become
profitable, if at all. Our ability to generate revenues from product sales and achieve profitability will depend on our
ability to successfully commercialize products, including any of our current product candidates, and other product
candidates that we may develop, in-license or acquire in the future. Our ability to generate revenues and achieve
profitability also depends on a number of additional factors, including our ability to:

successfully complete development activities, including the necessary clinical trials;

complete and submit BLAs to the FDA and obtain U.S. regulatory approval for indications for which there is a

commercial market;

complete and submit applications to, and obtain regulatory approval from, foreign regulatory authorities in Europe,

Asia and other jurisdictions;

obtain coverage and adequate reimbursement from third parties, including government and private payors;

set commercially viable prices for our products, if any;

establish and maintain supply and manufacturing relationships with reliable third parties and ensure adequate, legally

globally compliant manufacturing of bulk drug substances and drug products to maintain that supply;

develop manufacturing and distribution processes for our novel T-cell product candidates;

obtain commercial quantities of our products at acceptable cost levels;

achieve market acceptance of our products, if any;

attract, hire and retain qualified personnel;

protect our rights in our intellectual property portfolio;

develop a commercial organization capable of sales, marketing and distribution for any products we intend to sell

ourselves in the markets in which we choose to commercialize on our own; and

€ind suitable distribution partners to help us market, sell and distribute our approved products in other markets.
Our revenues for any product candidate for which regulatory approval is obtained will be dependent, in part, upon the
size of the markets in the territories for which we gain regulatory approval, the accepted price for the product, the
ability to get reimbursement at any price, and whether we own the commercial rights for that territory. If the number
of our addressable disease patients is not as significant as we estimate, the indication approved by regulatory
authorities is narrower than we expect, or the reasonably accepted population for treatment is narrowed by
competition, physician choice or treatment guidelines, we may not generate significant revenues from sales of such
products, even if approved. In addition, we anticipate incurring significant costs associated with commercializing any
approved product candidate. As a result, even if we generate revenues, we may not become profitable and may need to
obtain additional funding to continue operations. If we fail to become profitable or are unable to sustain profitability
on a continuing basis, then we may be unable to continue our operations at planned levels and may be forced to reduce
our operations.

We will require substantial additional financing to achieve our goals, and a failure to obtain this necessary capital
when needed could force us to delay, limit, reduce or terminate our product development or commercialization
efforts.*

We expect to expend substantial resources for the foreseeable future to continue the clinical development and
manufacturing of EBV-CTL, CMV-CTL, WT1-CTL, STM 434 and the advancement and expansion of our preclinical
research pipeline. We also expect to expend resources for the development and manufacturing of product candidates
and the technology we recently licensed from QIMR Berghofer. These expenditures will include costs associated with
research and development, potentially acquiring new product candidates or technologies, conducting preclinical
studies and clinical trials and potentially obtaining regulatory approvals and manufacturing products, as well as
marketing and selling products approved for sale, if any. Under the terms of our license agreements with Amgen and
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MSK, we are obligated to make payments upon the achievement of certain development, regulatory and commercial
milestones. In addition, other unanticipated costs may arise. Because the design and outcome of our planned and
anticipated clinical trials is highly uncertain, we cannot reasonably estimate the actual amounts necessary to
successfully complete the development and commercialization of our product candidates.
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Our future capital requirements depend on many factors, including:

the scope, progress, results and costs of researching and developing our product candidates, and conducting

preclinical studies and clinical trials;

the timing of, and the costs involved in, obtaining regulatory approvals for our product candidates if clinical trials are

successful;

. the cost of commercialization activities for our product candidates, if any of these product candidates is
approved for sale, including marketing, sales and distribution costs;

the cost of manufacturing our product candidates for clinical trials in preparation for regulatory approval and in

preparation for commercialization;

our ability to establish and maintain strategic licensing or other arrangements and the financial terms of such

agreements;

the costs to in-license future product candidates or technologies;

the costs involved in preparing, filing, prosecuting, maintaining, expanding, defending and enforcing patent claims,

including litigation costs and the outcome of such litigation;

the timing, receipt and amount of sales of, or royalties on, our future products, if any; and

the emergence of competing technologies or other adverse market developments.
We believe that our existing cash, cash equivalents and short-term investments will be sufficient to fund our planned
operations through 2018. As of September 30, 2016, we had total cash, cash equivalents and short-term investments of
$278.1 million. However, our operating plan may change as a result of many factors currently unknown to us, and we
may need additional funds sooner than planned. In addition, we may seek additional capital due to favorable market
conditions or strategic considerations even if we believe we have sufficient funds for our current or future operating
plans. We do not have any committed external source of funds. Additional funds may not be available when we need
them on terms that are acceptable to us, or at all. If adequate funds are not available to us on a timely basis, we may be
required to delay, limit, reduce or terminate preclinical studies, clinical trials or other development activities for one or
more of our product candidates or delay, limit, reduce or terminate our establishment of sales and marketing
capabilities or other activities that may be necessary to commercialize our product candidates.

Raising additional capital may cause dilution to our existing stockholders, restrict our operations or require us to
relinquish rights to our product candidates on unfavorable terms to us.*

We may seek additional capital through a variety of means, including through private and public equity offerings and
debt financings. To the extent that we raise additional capital through the sale of equity or convertible debt securities,
your ownership interest will be diluted, and the terms may include liquidation or other preferences that adversely
affect your rights as a stockholder. Debt financing, if available, may involve agreements that include covenants
limiting or restricting our ability to take certain actions, such as incurring additional debt, making capital expenditures,
entering into licensing arrangements, or declaring dividends. If we raise additional funds from third parties, we may
have to relinquish valuable rights to our technologies or product candidates, or grant licenses on terms that are not
favorable to us. If we are unable to raise additional funds through equity or debt financing when needed, we may be
required to delay, limit, reduce or terminate our product development or commercialization efforts for our product
candidates, or grant to others the rights to develop and market product candidates that we would otherwise prefer to
develop and market ourselves.
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Our ability to use our net operating loss carryforwards and certain other tax attributes may be limited.

Our ability to use federal and state net operating loss, or NOL, carryforwards to offset potential future taxable income
and related income taxes that would otherwise be due is dependent upon our generation of future taxable income
before the expiration dates of the NOL carryforwards, and we cannot predict with certainty when, or whether, we will
generate sufficient taxable income to use all or a portion of our NOL carryforwards. As of December 31, 2015, we had
federal and state NOL carryforwards for tax return purposes of $68.8 million and $68.7 million, respectively, which, if
not utilized, begin to expire in various amounts beginning in the year 2032. Under Section 382 of the Internal Revenue
Code of 1986, as amended, or the Code, if over a rolling three-year period, the cumulative change in our ownership
exceeds 50% (as determined under applicable Treasury regulations), our ability to utilize our U.S. NOL carryforwards
and other pre-change tax attributes (such as research tax credits) to offset future taxable income or taxes may be
limited. We completed a Section 382 study of transactions in our stock through December 31, 2015 and concluded
that we have experienced at least one ownership change since inception and our utilization of NOL carryforwards will
therefore be subject to annual limitation. Our ability to utilize our NOL carryforwards may be further limited as a
result of subsequent ownership changes. Similar rules may apply under state tax laws. Further, other provisions of the
Code may limit our ability to utilize NOLs incurred before our recapitalization to offset income or gain realized after
the recapitalization, unless such income or gain is realized by the same entity that originally incurred such NOLs. In
addition, at the state level, there may be periods during which the use of NOLs is suspended or otherwise limited.
Such limitations could result in the expiration of our NOL carryforwards before they can be utilized and, if we are
profitable, our future cash flows could be adversely affected due to our increased tax liability.

Risks Related to the Development of Our Product Candidates

We are very early in our development efforts and have only four product candidates in clinical development. All of
our other product candidates are still in preclinical development. If we or our collaborators are unable to successfully
develop and commercialize product candidates or experience significant delays in doing so, our business may be
materially harmed.*

We are very early in our development efforts. We have four product candidates, EBV-CTL, CMV-CTL, WT1-CTL
and STM 434, in clinical development. All of our other product candidates are currently in preclinical development.
We have invested substantially all of our efforts and financial resources in identifying and developing potential
product candidates and conducting preclinical studies, clinical trials and manufacturing activities. Our ability to
generate revenues, which we do not expect will occur for many years, if ever, will depend heavily on the successful
development and eventual commercialization of our product candidates. The success of our product candidates will
depend on several factors, including the following:

completion of preclinical studies and clinical trials with positive results;

receipt of regulatory approvals from applicable authorities;

obtaining and maintaining patent and trade secret protection and regulatory exclusivity for our product candidates;
establishing or making arrangements with third-party manufacturers for commercial manufacturing capabilities;
develop manufacturing and distribution processes for our novel T-cell product candidates;

manufacturing our product candidates at an acceptable cost;

{aunching commercial sales of our product candidates, if approved, whether alone or in collaboration with others;
acceptance of the product candidates, if approved, by patients, the medical community and third-party payors;
effectively competing with other therapies;

obtaining and maintaining coverage and adequate reimbursement by third-party payors, including government
payors, for our product candidates;

protecting our rights in our intellectual property portfolio;

maintaining a continued acceptable safety profile of the products following approval; and
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maintaining and growing an organization of scientists and business people who can develop and commercialize our
products and technology.
For example, in December 2015, we announced that our Phase 2 proof-of-concept trial of PINTA 745 did not meet its
primary endpoint, and we suspended further development of PINTA 745 and ATA 842, a compound that is related to
PINTA 745. If we do not achieve one or more of these factors in a timely manner or at all, we could experience
significant delays or an inability to successfully develop and commercialize our product candidates, which could
materially harm our business.
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Our future success is dependent on the regulatory approval of our product candidates.

We do not have any products that have gained regulatory approval. Currently, our only clinical-stage product
candidates are EBV-CTL, CMV-CTL, which are in Phase 2 clinical trials, and WT1-CTL and STM 434, which are in
Phase 1 clinical trials. Our business is substantially dependent on our ability to obtain regulatory approval for, and, if
approved, to successfully commercialize our product candidates in a timely manner. We cannot commercialize
product candidates in the United States without first obtaining regulatory approval for the product from the FDA;
similarly, we cannot commercialize product candidates outside of the United States without obtaining regulatory
approval from comparable foreign regulatory authorities. Before obtaining regulatory approvals for the commercial
sale of any product candidate for a target indication, we must demonstrate with substantial evidence gathered in
preclinical studies and clinical trials, generally including two well-controlled Phase 3 trials, that the product candidate
is safe and effective for use for that target indication and that the manufacturing facilities, processes and controls are
adequate with respect to such product candidate.

The time required to obtain approval by the FDA and comparable foreign regulatory authorities is unpredictable but
typically takes many years following the commencement of preclinical studies and clinical trials and depends upon
numerous factors, including the substantial discretion of the regulatory authorities. In addition, approval policies,
regulations, or the type and amount of clinical data necessary to gain approval may change during the course of a
product candidate’s clinical development and may vary among jurisdictions. We have not obtained regulatory approval
for any product candidate and it is possible that none of our existing product candidates or any future product
candidates will ever obtain regulatory approval.

Our product candidates could fail to receive regulatory approval from the FDA or a comparable foreign regulatory
authority for many reasons, including:

disagreement with the design or implementation of our clinical trials;

€ailure to demonstrate that a product candidate is safe and effective for its proposed indication;

€ailure of clinical trials to meet the level of statistical significance required for approval;

€ailure to demonstrate that a product candidate’s clinical and other benefits outweigh its safety risks;

disagreement with our interpretation of data from preclinical studies or clinical trials;

the insufficiency of data collected from clinical trials of our product candidates to support the submission and filing

of a BLA or other submission or to obtain regulatory approval;

€ailure to obtain approval of the manufacturing processes or facilities of third-party manufacturers with whom we

contract for clinical and commercial supplies; or

changes in the approval policies or regulations that render our preclinical and clinical data insufficient for approval.
The FDA or a comparable foreign regulatory authority may require more information, including additional preclinical
or clinical data to support approval, which may delay or prevent approval and our commercialization plans, or we may
decide to abandon the development program. If we were to obtain approval, regulatory authorities may approve any of
our product candidates for fewer or more limited indications than we request (including failing to approve the most
commercially promising indications), may grant approval contingent on the performance of costly post-marketing
clinical trials, or may approve a product candidate with a label that does not include the labeling claims necessary or
desirable for the successful commercialization of that product candidate.

Even if a product candidate were to successfully obtain approval from the FDA and comparable foreign regulatory
authorities, any approval might contain significant limitations related to use restrictions for specified age groups,
warnings, precautions or contraindications, or may be subject to burdensome post-approval study or risk management
requirements. If we are unable to obtain regulatory approval for one of our product candidates in one or more
jurisdictions, or any approval contains significant limitations, we may not be able to obtain sufficient funding to
continue the development of that product or generate revenues attributable to that product candidate. Also, any
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regulatory approval of our current or future product candidates, once obtained, may be withdrawn.
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Our T-cell product candidates, EBV-CTL, CMV-CTL and WT1-CTL, represent new therapeutic approaches that
present significant challenges.*

Our future success is dependent in part on the successful development of T-cell immunotherapies in general and our
EBV-CTL, CMV-CTL and WT1-CTL product candidates in particular. Because these programs represent a new
approach to immunotherapy for the treatment of cancer and other diseases, developing and commercializing our
product candidates subject us to a number of challenges, including:

obtaining regulatory approval from the FDA and other regulatory authorities, which have very limited experience
with the development and commercialization of T-cell therapies;

developing and deploying consistent and reliable processes for procuring blood from consenting third-party donors,
isolating T-cells from the blood of such donors, activating the isolated T-cells against a specific antigen,
characterizing and storing the resulting activated T-cells for future therapeutic use, selecting and delivering an
appropriate partially HLA matched cell line from among the available T-cell lines, and finally infusing these
activated T-cells into patients;

atilizing these product candidates in combination with other therapies, which may increase the risk of adverse side
effects;

educating medical personnel regarding the potential side effect profile of each of our product candidates;
developing processes for the safe administration of these products, including long-term follow-up for all patients who
receive these product candidates;

sourcing clinical and, if approved, commercial supplies for the materials used to manufacture and process these
product candidates;

developing a manufacturing process and distribution network that can provide a stable supply with a cost of goods
that allows for an attractive return on investment;

establishing sales and marketing capabilities after obtaining any regulatory approval to gain market acceptance, and
obtaining adequate coverage, reimbursement and pricing by third-party payors and government authorities; and
developing therapies for types of diseases beyond those initially addressed by our current product candidates.
We cannot be sure that the manufacturing processes used in connection with our T-cell product candidates,
EBV-CTL, CMV-CTL and WT1-CTL, will yield satisfactory products that are safe and effective, comparable to those
T-cells produced by MSK historically, scalable or profitable.

Moreover, public perception of safety issues, including adoption of new therapeutics or novel approaches to treatment,
may adversely influence the willingness of subjects to participate in clinical trials, or if approved, of physicians to
subscribe to the novel treatment mechanics. Physicians, hospitals and third-party payors often are slow to adopt new
products, technologies and treatment practices that require additional upfront costs and training. Physicians may not
be willing to undergo training to adopt this novel therapy, may decide the therapy is too complex to adopt without
appropriate training and may choose not to administer the therapy. Based on these and other factors, hospitals and
payors may decide that the benefits of this new therapy do not or will not outweigh its costs.
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The results of preclinical studies or earlier clinical trials are not necessarily predictive of future results. Our existing
product candidates in clinical trials, and any other product candidate we advance into clinical trials, may not have
favorable results in later clinical trials or receive regulatory approval.*

Success in preclinical studies and early clinical trials does not ensure that later clinical trials will generate adequate
data to demonstrate the efficacy and safety of an investigational drug. A number of companies in the pharmaceutical
and biotechnology industries, including those with greater resources and experience than us, have suffered significant
setbacks in clinical trials, even after seeing promising results in earlier preclinical studies or clinical trials. For
example, in December 2015, we announced that our Phase 2 proof-of-concept trial of PINTA 745 did not meet its
primary endpoint even though earlier clinical trials and preclinical studies had indicated that it might be effective to
treat protein energy wasting in patients with end stage renal disease. Despite the results reported in earlier preclinical
studies or clinical trials for our product candidates, we do not know whether the clinical trials we may conduct will
demonstrate adequate efficacy and safety to result in regulatory approval to market EBV-CTL, CMV-CTL,
WT1-CTL, STM 434 or any of our other product candidates in any particular jurisdiction. For example, our
EBV-CTL, CMV-CTL and WT1-CTL product candidates have only been evaluated in single-center trials under
investigator-sponsored INDs held by MSK, utilizing a different response criteria and endpoints from those we may
utilize in later clinical trials. The findings may not be reproducible in multi-center trials we conduct. In addition, the
Phase 2 clinical trials with EBV-CTL enrolled a heterogeneous group of patients with a variety of EBV-associated
malignancies, including but not limited to EBV-PTLD after HCT and EBV-PTLD after SOT. These Phase 2 trials
were not prospectively designed to evaluate the efficacy of EBV-CTL in the treatment of a single disease state for
which we may later seek approval. Efficacy data from prospectively designed trials may differ significantly from
those obtained from retrospective subgroup analyses. If later-stage clinical trials do not produce favorable results, our
ability to achieve regulatory approval for any of our product candidates may be adversely impacted. Even if we
believe that we have adequate data to support an application for regulatory approval to market any of our product
candidates, the FDA or other regulatory authorities may not agree and may require that we conduct additional clinical
trials.

Clinical drug development involves a lengthy and expensive process with an uncertain outcome.*

Clinical testing is expensive and can take many years to complete, and its outcome is inherently uncertain. Failure can
occur at any time during the clinical trial process. Product candidates in later stages of clinical trials may fail to show
the desired safety and efficacy traits despite having progressed through preclinical and clinical trials.

We may experience delays in our ongoing or future clinical trials and we do not know whether planned clinical trials
will begin or enroll subjects on time, will need to be redesigned or will be completed on schedule, if at all. There can
be no assurance that the FDA will not put clinical trials of any of our product candidates on clinical hold in the future.
Clinical trials may be delayed, suspended or prematurely terminated for a variety of reasons, such as:

delay or failure in reaching agreement with the FDA or a comparable foreign regulatory authority on a trial design
that we are able to execute;

delay or failure in obtaining authorization to commence a trial or inability to comply with conditions imposed by a
regulatory authority regarding the scope or design of a trial;

delay or failure in reaching agreement on acceptable terms with prospective contract research organizations, or
CROs, and clinical trial sites, the terms of which can be subject to extensive negotiation and may vary significantly
among different CROs and trial sites;

* delay or failure in obtaining institutional review board, or IRB, approval or the approval of other reviewing
entities, including comparable foreign regulatory authorities, to conduct a clinical trial at each site;
withdrawal of clinical trial sites from our clinical trials or the ineligibility of a site to participate in our clinical trials;

delay or failure in recruiting and enrolling suitable subjects to participate in a trial;
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delay or failure in subjects completing a trial or returning for post-treatment follow-up;

clinical sites and investigators deviating from trial protocol, failing to conduct the trial in accordance with regulatory
requirements, or dropping out of a trial;

tnability to identify and maintain a sufficient number of trial sites, many of which may already be engaged in other
clinical trial programs, including some that may be for the same indication;

€ailure of our third-party clinical trial managers to satisfy their contractual duties, meet expected deadlines or return
trustworthy data;

delay or failure in adding new trial sites;
29
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tnterim results or data that are ambiguous or negative or are inconsistent with earlier results or data;

feedback from the FDA, the IRB, data safety monitoring boards or a comparable foreign regulatory authority, or

results from earlier stage or concurrent preclinical studies and clinical trials, that might require modification to the

protocol for a trial;

a decision by the FDA, the IRB, a comparable foreign regulatory authority, or us, or a recommendation by a data

safety monitoring board or comparable foreign regulatory authority, to suspend or terminate clinical trials at any time

for safety issues or for any other reason;

uanacceptable risk-benefit profile, unforeseen safety issues or adverse side effects;

failure to demonstrate a benefit from using a product candidate;

difficulties in manufacturing or obtaining from third parties sufficient quantities of a product candidate to start or to

use in clinical trials;

{ack of adequate funding to continue a trial, including the incurrence of unforeseen costs due to enrollment delays,

requirements to conduct additional studies or increased expenses associated with the services of our CROs and other

third parties; or

changes in governmental regulations or administrative actions or lack of adequate funding to continue a clinical trial.
Patient enrollment, a significant factor in the timing of clinical trials, is affected by many factors including the size
and nature of the patient population, the severity of the disease under investigation, the proximity of subjects to
clinical sites, the patient referral practices of physicians, the eligibility criteria for the trial, the design of the clinical
trial, ability to obtain and maintain patient consents, risk that enrolled subjects will drop out or die before completion,
competition for patients from other clinical trials, competing clinical trials and clinicians’ and patients’ perceptions as to
the potential advantages and risks of the drug being studied in relation to other available therapies, including any new
drugs that may be approved for the indications we are investigating. We may not be able to initiate or continue to
support clinical trials of EBV-CTL, CMV-CTL, WT1-CTL, STM 434 or any future product candidates if we are
unable to locate and enroll a sufficient number of eligible participants in these trials as required by the FDA or other
regulatory authorities. Even if we are able to enroll a sufficient number of patients in our clinical trials, if the pace of
enrollment is slower than we expect, the development costs for our product candidates may increase and the
completion of our trials may be delayed or our trials could become too expensive to complete. We rely on CROs,
other vendors and clinical trial sites to ensure the proper and timely conduct of our clinical trials, and while we have
agreements governing their committed activities, we have limited influence over their actual performance.

If we experience delays in the completion or termination of any clinical trial of our product candidates, the approval
and commercial prospects of such product candidate will be harmed, and our ability to generate product revenues from
such product candidate will be delayed. In addition, any delays in completing our clinical trials will increase our costs,
slow down our product candidate development and approval process and jeopardize our ability to commence product
sales and generate revenues. Any delays in completing our clinical trials for our product candidates may also decrease
the period of commercial exclusivity. In addition, many of the factors that could cause a delay in the commencement
or completion of clinical trials may also ultimately lead to the denial of regulatory approval of our product candidates.

Our product candidates, the methods used to deliver them or their dosage levels may cause undesirable side effects or
have other properties that could delay or prevent their regulatory approval, limit the commercial profile of an
approved label or result in significant negative consequences following any regulatory approval.

Undesirable side effects caused by our product candidates, their delivery methods or dosage levels could cause us or
regulatory authorities to interrupt, delay or halt clinical trials and could result in a more restrictive label or the delay or
denial of regulatory approval by the FDA or other comparable foreign regulatory authority. For example, hypoxia has
been observed in some patients receiving CMV-CTLs for the treatment of their CMV pneumonitis. As a result of
safety or toxicity issues that we may experience in our clinical trials, we may not receive approval to market any
product candidates, which could prevent us from ever generating revenues or achieving profitability. Results of our
trials could reveal an unacceptably high severity and prevalence of side effects. In such an event, our trials could be
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suspended or terminated and the FDA or comparable foreign regulatory authorities could order us to cease further
development of or deny approval of our product candidates for any or all targeted indications. The drug-related side
effects could affect patient recruitment or the ability of enrolled subjects to complete the trial or result in potential
product liability claims. Any of these occurrences may have a material adverse effect on our business, results of
operations, financial condition, cash flows and future prospects.
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Additionally, if any of our product candidates receives regulatory approval, and we or others later identify undesirable
side effects caused by such product, a number of potentially significant negative consequences could result, including
that:

we may be forced to suspend marketing of such product;
* regulatory authorities may withdraw their approvals of such
product;

regulatory authorities may require additional warnings on the label that could diminish the usage or otherwise limit

the commercial success of such products;

we may be required to conduct post-marketing studies;

we may be required to change the way the product is administered,;

we could be sued and held liable for harm caused to subjects or patients; and

our reputation may suffer.
Any of these events could prevent us from achieving or maintaining market acceptance of the particular product
candidate, if approved.

We may not be able to obtain orphan drug exclusivity for our product candidates.*

Regulatory authorities in some jurisdictions, including the United States and Europe, may designate drugs for
relatively small patient populations as orphan drugs. Under the Orphan Drug Act, the FDA may designate a product as
an orphan drug if it is a drug intended to treat a rare disease or condition, which is generally defined as a patient
population of fewer than 200,000 individuals annually in the United States. The FDA has granted us orphan drug
status for STM 434 for ovarian cancer and both the FDA and the EMA have granted us orphan status for EBV-CTL
for EBV-PTLD after HCT or SOT. Recently, the EMA also granted us orphan status for CMV-CTL for CMV
infection in patients with impaired cell-mediated immunity.

Generally, if a product with an orphan drug designation subsequently receives the first regulatory approval for the
indication for which it has such designation, the product is entitled to a period of marketing exclusivity, which
precludes the EMA or the FDA from approving another marketing application for the same drug for that time period.
The applicable period is seven years in the United States and ten years in Europe. The European exclusivity period
can be reduced to six years if a drug no longer meets the criteria for orphan drug designation or if the drug is
sufficiently profitable so that market exclusivity is no longer justified. Orphan drug exclusivity may be lost if the FDA
or EMA determines that the request for designation was materially defective or if the manufacturer is unable to assure
sufficient quantity of the drug to meet the needs of patients with the rare disease or condition.

Even if we obtain orphan drug exclusivity for a product, that exclusivity may not effectively protect the product from
competition because different drugs can be approved for the same condition. Even after an orphan drug is approved,
the FDA can subsequently approve a new drug for the same condition if the FDA concludes that the later drug is
clinically superior in that it is shown to be safer, more effective or makes a major contribution to patient care.

Failure to obtain regulatory approval in international jurisdictions would prevent our product candidates from being
marketed abroad.

In addition to regulations in the United States, to market and sell our products in the European Union, many Asian
countries and other jurisdictions, we must obtain separate regulatory approvals and comply with numerous and
varying regulatory requirements. The approval procedure varies among countries and can involve additional testing.
The time required to obtain approval may differ substantially from that required to obtain FDA approval. The
regulatory approval process outside the United States generally includes all of the risks associated with obtaining FDA
approval. Clinical trials accepted in one country may not be accepted by regulatory authorities in other countries. In
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addition, many countries outside the United States require that a product be approved for reimbursement before it can
be approved for sale in that country. A product candidate that has been approved for sale in a particular country may
not receive reimbursement approval in that country. We may not be able to obtain approvals from regulatory
authorities outside the United States on a timely basis, if at all. Approval by the FDA does not ensure approval by
regulatory authorities in other countries or jurisdictions, and approval by one regulatory authority outside the United
States does not ensure approval by regulatory authorities in other countries or jurisdictions or by the FDA. We may
not be able to file for regulatory approvals and may not receive necessary approvals to commercialize our products in
any market. If we are unable to obtain approval of any of our product candidates by regulatory authorities in the
European Union, Asia or elsewhere, the commercial prospects of that product candidate may be significantly
diminished, our business prospects could decline and this could materially adversely affect our business, results of
operations and financial condition.
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Even if our product candidates receive regulatory approval, they may still face future development and regulatory
difficulties.*

Even if we obtain regulatory approval for a product candidate, it would be subject to ongoing requirements by the
FDA and comparable foreign regulatory authorities governing the manufacture, quality control, further development,
labeling, packaging, storage, distribution, adverse event reporting, safety surveillance, import, export, advertising,
promotion, recordkeeping and reporting of safety and other post-marketing information. These requirements include
submissions of safety and other post-marketing information and reports, registration, as well as continued compliance
by our contract manufacturing organizations, or CMOs, and CROs for any post-approval clinical trials that we
conduct. The safety profile of any product will continue to be closely monitored by the FDA and comparable foreign
regulatory authorities after approval. If the FDA or comparable foreign regulatory authorities become aware of new
safety information after approval of any of our product candidates, they may require labeling changes or establishment
of a risk evaluation and mitigation strategy, impose significant restrictions on a product’s indicated uses or marketing
or impose ongoing requirements for potentially costly post-approval studies or post-market surveillance.

In addition, manufacturers of drug products and their facilities are subject to continual review and periodic inspections
by the FDA and other regulatory authorities for compliance with current good manufacturing practices, or cGMP,
current Good Clinical Practices, or GCP, current good tissue practices, or cGTP, and other regulations. If we or a
regulatory agency discover previously unknown problems with a product, such as adverse events of unanticipated
severity or frequency, or problems with the facility where the product is manufactured, a regulatory agency may
impose restrictions on that product, the manufacturing facility or us, including requiring recall or withdrawal of the
product from the market or suspension of manufacturing. If we, our product candidates or the manufacturing facilities
for our product candidates fail to comply with applicable regulatory requirements, a regulatory agency may:

tssue warning letters or untitled letters;

mandate modifications to promotional materials or require us to provide corrective information to healthcare

practitioners;

require us to enter into a consent decree, which can include imposition of various fines, reimbursements for

inspection costs, required due dates for specific actions and penalties for noncompliance;

seek an injunction or impose civil or criminal penalties or monetary fines;

suspend or withdraw regulatory approval;

suspend any ongoing clinical trials;

refuse to approve pending applications or supplements to applications filed by us;

suspend or impose restrictions on operations, including costly new manufacturing requirements; or

seize or detain products, refuse to permit the import or export of products, or require us to initiate a product recall.
The occurrence of any event or penalty described above may inhibit our ability to successfully commercialize our
products and generate revenues.

Adpvertising and promotion of any product candidate that obtains approval in the United States will be heavily
scrutinized by the FDA, the Department of Justice, or the DOJ, the Office of Inspector General of the Department of
Health and Human Services, or HHS, state attorneys general, members of Congress and the public. Additionally,
advertising and promotion of any product candidate that obtains approval outside of the United States will be heavily
scrutinized by comparable foreign regulatory authorities. Violations, including actual or alleged promotion of our
products for unapproved or off-label uses, are subject to enforcement letters, inquiries and investigations, and civil and
criminal sanctions by the FDA. Any actual or alleged failure to comply with labeling and promotion requirements
may have a negative impact on our business.

Regulations, guidelines and recommendations published by various government agencies and organizations may
affect the use of our product candidates.
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Although treatment with EBV-CTL is recognized as a recommended treatment for persistent or progressive
EBV-PTLD as set forth in the 2015 National Comprehensive Cancer Network Guidelines, future guidelines from
governmental agencies, professional societies, practice management groups, private health/science foundations and
organizations involved in various diseases may relate to such matters as product usage, dosage, and route of
administration and use of related or competing therapies. Changes to these recommendations or other guidelines
advocating alternative therapies could result in decreased use of our product candidates, which may adversely affect
our results of operations.
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We are subject to a multitude of manufacturing risks, any of which could substantially increase our costs and limit
supply of our product candidates.*

Concurrent with the license of our existing product candidates, we acquired manufacturing process know-how and
certain intermediates, as well as certain supplies intended for clinical use, from Amgen and MSK. To facilitate the
manufacture of additional drug substance and drug product for our preclinical studies and clinical trials using this
manufacturing process know-how, we undertook the process of transferring this know-how to our CMOs. We have
completed the transfer of this know-how received from MSK to our CMO and are still in the process of transferring
this know-how from Amgen to our CMO. Transferring manufacturing processes and know-how is complex and
involves review and incorporation of both documented and undocumented processes that may have evolved over
time. In addition, transferring production to different facilities may require utilization of new or different processes to
meet the specific requirements of a given facility. We and our CMOs will need to conduct significant development
work to transfer these processes and manufacture each of our product candidates for studies, trials and commercial
launch readiness. We cannot be certain that all relevant know-how has been adequately incorporated into the
manufacturing process until the completion of studies intended to demonstrate the comparability of material
previously produced by Amgen or MSK with that generated by our CMO. The inability to manufacture comparable
drug substance at our CMOs could delay the continued development of our product candidates.

The processes by which our product candidates are manufactured were initially developed by Amgen and MSK for
clinical purposes. We intend to evolve these existing processes for more advanced clinical trials or commercialization.
Developing commercially viable manufacturing processes is a difficult and uncertain task, and there are risks
associated with scaling to the level required for advanced clinical trials or commercialization, including cost overruns,
potential problems with process scale-up, process reproducibility, stability issues, consistency and timely availability
of reagents or raw materials. The manufacturing facilities in which our product candidates will be made could be
adversely affected by earthquakes and other natural disasters, equipment failures, labor shortages, power failures, and
numerous other factors.

Additionally, the process of manufacturing biologics and cellular therapies is complex, highly regulated and subject to
several risks, including but not limited to:

the process of manufacturing biologics and cellular therapies is extremely susceptible to product loss due to
contamination, equipment failure or improper installation or operation of equipment, or vendor or operator error.
Even minor deviations from normal manufacturing and distribution processes for any of our product candidates could
result in reduced production yields, product defects, and other supply disruptions. Product defects can also occur
unexpectedly. For example, in April 2014, we encountered a small number of cracked vials in certain STM 434 drug
product lots. If microbial, viral, or other contaminations are discovered in our product candidates or in the
manufacturing facilities in which our product candidates are made, such manufacturing facilities may need to be
closed for an extended period of time to allow us to investigate and remedy the contamination; and

because EBV-CTL, CMV-CTL and WT1-CTL are manufactured from the blood of third-party donors, the process of
developing products that can be commercialized may be particularly challenging, even if they otherwise prove to be
safe and effective. The manufacture of these product candidates involves complex processes. Some of these
processes require specialized equipment and highly skilled and trained personnel. The process of manufacturing
these product candidates will be susceptible to additional risks, given the need to maintain aseptic conditions
throughout the manufacturing process. Contamination in the donor material or ingress of microbiological material at
any point in the process may result in contaminated or unusable product. Such contaminations could result in delays
in the manufacture of products which could result in delays in the development of our product

candidates. Furthermore, the product ultimately consists of many individual cell lines, each with a different HLA
profile. As a result, the selection and distribution of the appropriate cell line for therapeutic use in a patient will
require close coordination between clinical and manufacturing personnel.
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Any adverse developments affecting manufacturing operations for our product candidates may result in shipment
delays, inventory shortages, lot failures, withdrawals or recalls or other interruptions in the supply of our drug
substance and drug product which could delay the development of our product candidates. We may also have to write
off inventory, incur other charges and expenses for supply of drug product that fails to meet specifications, undertake
costly remediation efforts, or seek more costly manufacturing alternatives. Inability to meet the demand for our
products, if approved, could damage our reputation and the reputation of our products among physicians, healthcare
payors, patients or the medical community, and cancer treatment centers, which could adversely affect our ability to
operate our business and our results of operations.
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We may not successfully identify, acquire, develop or commercialize new potential product candidates.

Part of our business strategy is to expand our product candidate pipeline by identifying and validating new product
candidates, which we may develop ourselves, in-license or otherwise acquire from others. In addition, in the event that
our existing product candidates do not receive regulatory approval or are not successfully commercialized, then the
success of our business will depend on our ability to expand our product pipeline through in-licensing or other
acquisitions. We may be unable to identify relevant product candidates. If we do identify such product candidates, we
may be unable to reach acceptable terms with any third party from which we desire to in-license or acquire them.

We may not realize the benefits of strategic alliances that we may form in the future.

We may form strategic alliances, create joint ventures or collaborations or enter into licensing arrangements with third
parties that we believe will complement or augment our existing business. These relationships, or those like them,
may require us to incur nonrecurring and other charges, increase our near- and long-term expenditures, issue securities
that dilute our existing stockholders or disrupt our management and business. In addition, we face significant
competition in seeking appropriate strategic alliances and the negotiation process is time-consuming and complex.
Moreover, we may not be successful in our efforts to establish a strategic alliance or other alternative arrangements for
any future product candidates and programs because our research and development pipeline may be insufficient, our
product candidates and programs may be deemed to be at too early a stage of development for collaborative effort and
third parties may not view our product candidates and programs as having the requisite potential to demonstrate safety
and efficacy. If we license products or acquire businesses, we may not be able to realize the benefit of such
transactions if we are unable to successfully integrate them with our existing operations and company culture. We
cannot be certain that, following a strategic transaction or license, we will achieve the revenues or specific net income
that justifies such transaction. Any delays in entering into new strategic alliances agreements related to our product
candidates could also delay the development and commercialization of our product candidates and reduce their
competitiveness even if they reach the market.

Risks Related to Our Dependence on Third Parties

We rely on third parties to conduct our preclinical studies and clinical trials. If these third parties do not successfully
carry out their contractual duties or meet expected deadlines, or if we lose any of our CROs, we may not be able to
obtain regulatory approval for or commercialize our product candidates on a timely basis, if at all.

We have relied upon and plan to continue to rely upon third-party CROs and contractors to monitor and manage data
for our ongoing preclinical and clinical programs. For example, our collaborating investigators at MSK manage the
conduct of the ongoing clinical trials for WT1-CTL as well as perform the analysis, publication and presentation of
data and results related to this program and the EBV-CTL and CMV-CTL programs. We are also relying on CROs to
perform similar services for our ongoing clinical trial of STM 434. We have also relied on studies previously
conducted by Amgen and MSK. We are utilizing a CRO for our EAP trial of EBV-CTL and intend to utilize a CRO
for our planned trials for EBV-PTLD after HCT and SOT. We rely on these parties for the execution of our preclinical
studies and clinical trials, and we control only some aspects of their activities. Nevertheless, we are responsible for
ensuring that each of our trials is conducted in accordance with the applicable protocol and legal, regulatory and
scientific standards, and our reliance on the CROs does not relieve us of our regulatory responsibilities. We also rely
on third parties to assist in conducting our preclinical studies in accordance with Good Laboratory Practices, or GLP,
and the Animal Welfare Act requirements. We and our CROs are required to comply with federal regulations, GCP,
which are international standards meant to protect the rights and health of patients that are enforced by the FDA, the
Competent Authorities of the Member States of the European Economic Area and comparable foreign regulatory
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authorities for all of our products in clinical development, and cGTP, which are standards designed to ensure that cell
and tissue based products are manufactured in a manner designed to prevent the introduction, transmission and spread
of communicable diseases. Regulatory authorities enforce GCP and cGTP through periodic inspections of trial
sponsors, principal investigators and trial sites. If we or any of our CROs fail to comply with applicable GCP or
cGTP, the clinical data generated in our clinical trials may be deemed unreliable and the FDA or comparable foreign
regulatory authorities may require us to perform additional clinical trials before approving our regulatory applications.
We cannot assure you that upon inspection by a given regulatory authority, such regulatory authority will determine
that any of our clinical trials comply with GCP or cGTP requirements. In addition, our clinical trials must be
conducted with product produced under cGMP and cGTP requirements. We are also required to register ongoing
clinical trials and post the results of completed clinical trials on a government-sponsored database, clinicaltrials.gov,
within a specified timeframe. Failure to comply with these regulations may require us to repeat preclinical studies and
clinical trials, which would delay the regulatory approval process and result in adverse publicity.
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Our CROs are not our employees, and except for remedies available to us under our agreements with such CROs, we
cannot control whether or not they devote sufficient time and resources, including experienced staff, to our ongoing
clinical, nonclinical and preclinical programs. They may also have relationships with other entities, some of which
may be our competitors. If CROs do not successfully carry out their contractual duties or obligations or meet expected
deadlines or if the quality or accuracy of the clinical data they obtain is compromised due to the failure to adhere to
our clinical protocols, regulatory requirements or for other reasons, our clinical trials may be extended, delayed or
terminated and we may not be able to obtain regulatory approval for or successfully commercialize our product
candidates. CRO or contractor errors could cause our results of operations and the commercial prospects for our
product candidates to be harmed, our costs to increase and our ability to generate revenues to be delayed.

Our internal capacity for clinical trial execution and management is limited and therefore we have relied on third
parties. Outsourcing these functions involves risk that third parties may not perform to our standards, may not produce
results or data in a timely manner or may fail to perform at all. For example, in July 2014, we became aware of a draft
report for a preclinical study conducted with STM 217, a compound similar to STM 434 that we also licensed from
Amgen. Results from this study led to the amendment of our planned clinical trial for STM 434. Other data from
studies or trials previously conducted by Amgen or MSK may emerge in the future. In addition, the use of third-party
service providers requires us to disclose our proprietary information to these parties, which could increase the risk that
this information will be misappropriated. We currently have a small number of employees, which limits the internal
resources we have available to identify and monitor our third-party providers. To the extent we are unable to identify
and successfully manage the performance of third-party service providers in the future, our business may be adversely
affected. Though we carefully manage our relationships with our CROs, there can be no assurance that we will not
encounter challenges or delays in the future or that these delays or challenges will not have a material adverse impact
on our business, financial condition and prospects.

Our CROs have the right to terminate their agreements with us in the event of an uncured material breach. In addition,
some of our CROs have an ability to terminate their respective agreements with us if it can be reasonably
demonstrated that the safety of the subjects participating in our clinical trials warrants such termination, if we make a
general assignment for the benefit of our creditors or if we are liquidated. Identifying, qualifying and managing
performance of third-party service providers can be difficult, time consuming and cause delays in our development
programs. In addition, there is a natural transition period when a new CRO commences work and the new CRO may
not provide the same type or level of services as the original provider. If any of our relationships with our third-party
CROs terminate, we may not be able to enter into arrangements with alternative CROs or to do so timely or on
commercially reasonable terms.
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We have no experience manufacturing our product candidates on a clinical or commercial scale and have no
manufacturing facility. We are dependent on third parties for the manufacturing of our product candidates and our
supply chain, and if we experience problems with any of these third parties, the manufacturing of our product
candidates could be delayed.*

We do not own or operate facilities for the manufacturing of our product candidates and currently we have no
commitments to build our own clinical or commercial scale manufacturing capabilities. We currently rely on single
source CMOs for the production of the product candidates we have licensed from Amgen and on single source
suppliers of some of the materials incorporated in these product candidates. In the case of EBV-CTL, CMV-CTL and
WT1-CTL, we currently rely on MSK for the production of these product candidates and acquisition of the materials
incorporated in or used in the manufacturing or testing of these product candidates. To meet our projected needs for
clinical supplies to support our activities through regulatory approval and commercial manufacturing of STM 434, the
CMOs with whom we currently work will need to increase the scale of production and demonstrate comparability of
the material produced by these CMOs to the material that was previously produced by Amgen. To meet our projected
needs for clinical and commercial materials to support our activities through regulatory approval and commercial
manufacturing of EBV-CTL, CMV-CTL and WT1-CTL, we will need to transition the manufacturing of such
materials to a CMO and/or our own facility, and such CMOs or we will need develop relationships with suppliers of
critical starting or other materials, increase the scale of production and demonstrate comparability of the material
produced at these facilities to the material that was previously produced by MSK. We recently completed the transfer
of the manufacturing process developed by and housed at MSK for EBV-CTL to our CMO. Transferring
manufacturing processes and know-how is complex and involves review and incorporation of both documented and
undocumented processes that may have evolved over time. In addition, transferring production to different facilities
may require utilization of new or different processes to meet the specific requirements of a given facility. We cannot
be certain that all relevant know-how has been adequately incorporated into the manufacturing process until the
completion of studies intended to demonstrate the comparability of material previously produced by Amgen or MSK
with that generated by our CMOs. If we are not able to successfully transfer this know-how our ability to manufacture
EBV-CTL, CMV-CTL and WT1-CTL may be negatively impacted. We may need to identify additional CMOs for
continued production of supply for all of our product candidates. In addition, given the manufacturing process for our
T-cell product candidates, the number of CMOs who possess the requisite skill and capability to manufacture our
T-cell product candidates is limited. We have not yet identified alternate suppliers in the event the current CMOs that
we utilize are unable to scale production, or if we otherwise experience any problems with them. We intend to build
our own cellular manufacturing facility. Manufacturing biologic drugs is complicated and tightly regulated by the
FDA and comparable regulatory authorities around the world, and although alternative third-party suppliers with the
necessary manufacturing and regulatory expertise and facilities exist, it could be expensive and take a significant
amount of time to arrange for alternative suppliers, transfer manufacturing procedures to these alternative suppliers,
and demonstrate comparability of material produced by such new suppliers. New manufacturers of any product would
be required to qualify under applicable regulatory requirements. These manufacturers may not be able to manufacture
our compounds at costs, or in quantities, or in a timely manner necessary to complete development of our product
candidates or make commercially successful products. If we are unable to arrange for alternative third-party
manufacturing sources, or to do so on commercially reasonable terms or in a timely manner, we may not be able to
complete development of our product candidates, or market or distribute them. In addition, should the FDA not agree
with our product candidate specifications and comparability assessments for these materials, further clinical
development of our product candidate could be substantially delayed and we would incur substantial additional
expenses.

Reliance on third-party manufacturers entails risks to which we would not be subject if we manufactured product
candidates ourselves, including reliance on the third party for regulatory compliance and quality assurance, the
possibility that the third-party manufacturer does not maintain the financial resources to meet its obligations under the
manufacturing agreement, the possibility of breach of the manufacturing agreement by the third party because of
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factors beyond our control, including a failure to synthesize and manufacture our product candidates or any products
we may eventually commercialize in accordance with our specifications, misappropriation of our proprietary
information, including our trade secrets and know-how, and the possibility of termination or nonrenewal of the
agreement by the third party, based on its own business priorities, at a time that is costly or damaging to us. In
addition, the FDA and other regulatory authorities require that our product candidates and any products that we may
eventually commercialize be manufactured according to cGMP, cGTP and similar foreign standards. These
requirements include, among other things, quality control, quality assurance and the maintenance of records and
documentation. The FDA or similar foreign regulatory agencies may also implement new standards at any time, or
change their interpretations and enforcement of existing standards for manufacture, packaging or testing of products.
We have little control over our manufacturers’ compliance with these regulations and standards. Any failure by our
third-party manufacturers to comply with cGMP or cGTP or failure to scale up manufacturing processes, including
any failure to deliver sufficient quantities of product candidates in a timely manner, could lead to a delay in, or failure
to obtain, regulatory approval of any of our product candidates. In addition, such failure could be the basis for the
FDA to issue a warning letter, withdraw approvals for product candidates previously granted to us, or take other
regulatory or legal action, including recall or seizure of outside supplies of the product candidate, total or partial
suspension of production, suspension of ongoing clinical trials, refusal to approve pending applications or
supplemental applications, detention or product, refusal to permit the import or export of products, injunction or
imposing civil and criminal penalties.
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Any significant disruption in our supplier relationships could harm our business. Any significant delay in the supply
of a product candidate for an ongoing clinical trial could considerably delay initiation or completion of our clinical
trials, product testing and potential regulatory approval of our product candidates. If our manufacturers or we are
unable to purchase key materials after regulatory approval has been obtained for our product candidates, the
commercial launch of our product candidates could be delayed or there could be a shortage in supply, which could
impair our ability to generate revenues from the sale of our product candidates.

Risks Related to Our Intellectual Property

If we are unable to obtain and maintain sufficient intellectual property protection for our product candidates, or if the
scope of the intellectual property protection is not sufficiently broad, our ability to commercialize our product
candidates successfully and to compete effectively may be adversely affected.*

We rely upon a combination of patents, trade secrets and confidentiality agreements to protect the intellectual property
related to our technology and product candidates. For our most advanced molecularly-targeted product candidate,
STM 434, we own or license a number of issued patents and pending patent applications covering the product
candidates’ compositions of matter and methods of use. For STM 434, the expected expiration dates range from 2027
through 2036 for U.S. patents and patent applications, if issued, and from 2026 through 2036 for patents and patent
applications, if issued, in jurisdictions outside the United States, exclusive of possible patent term extensions. The
T-cell product candidates and platform technology we have licensed from MSK are protected primarily as confidential
know-how and trade secrets. If we do not adequately protect our intellectual property, competitors may be able to use
our technologies and erode or negate any competitive advantage we may have, which could harm our business and
ability to achieve profitability. The patentability of inventions and the validity, enforceability and scope of patents in
the biotechnology field is generally uncertain because it involves complex legal, scientific and factual considerations,
and it has in recent years been the subject of significant litigation. Moreover, the standards applied by the U.S. Patent
and Trademark Office, or USPTO, and non-US patent offices in granting patents are not always applied uniformly or
predictably. For example, there is no uniform worldwide policy regarding patentable subject matter or the scope of
claims allowable in biotechnology patents.

Consequently, the patent applications that we own or in-license may fail to result in issued patents with claims that
cover our product candidates in the United States or in other countries. There is no assurance that all potentially
relevant prior art relating to our patents and patent applications has been found. We may be unaware of prior art that
could be used to invalidate an issued patent or prevent our pending patent applications from issuing as patents. There
also may be prior art of which we are aware, but which we do not believe affects the validity or enforceability of a
claim of one of our patents or patent applications, which may, nonetheless, ultimately be found to affect the validity or
enforceability of such claim.

Even if patents have issued or do successfully issue from patent applications, and even if such patents cover our
product candidates, third parties may challenge the validity, enforceability or scope thereof, which may result in such
patents being narrowed, invalidated or held to be unenforceable. No assurance can be given that if challenged, our
patents would be declared by a court to be valid or enforceable. Furthermore, even if they are unchallenged, our
patents and patent applications may not adequately protect our intellectual property, provide exclusivity for our
product candidates or prevent others from designing around our claims. In three of our pending patent applications
exclusively licensed from MSK, directed to use of CMV-CTL to treat CMV retinitis in HIV-infected patients or SOT
recipients, we do not have exclusive rights, due to one of the named inventors being an employee of an entity other
than MSK and ensuing co-ownership of the applications with MSK of this other entity from which we do not
presently have a license. There is no guarantee that we will be able to obtain a license from this other entity on
commercially reasonable terms, or at all. If this entity licenses its rights elsewhere, our competitors might gain access
to this intellectual property. Also, the possibility exists that others will develop products on an independent basis
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which have the same effect as our product candidates and which do not infringe our patents or other intellectual
property rights, or that others will design around the claims of patents that we have had issued that cover our product
candidates. If the breadth or strength of protection provided by the patents and patent applications we hold, license or
pursue with respect to our product candidates is threatened, it could jeopardize our ability to commercialize our
product candidates. In addition, the USPTO and various foreign governmental patent agencies require compliance
with a number of procedural, documentary, fee payment and other similar provisions during the patent application
process. While an inadvertent lapse can in many cases be cured by payment of a late fee or by other means in
accordance with the applicable rules, there are situations in which noncompliance can result in abandonment or lapse
of the patent or patent application, resulting in partial or complete loss of patent rights in the relevant jurisdiction. Any
of these outcomes could have an adverse impact on our business.
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If patent applications that we hold or in-license with respect to our technology or product candidates fail to issue, if
their breadth or strength of protection is threatened, or if they fail to provide meaningful exclusivity for our product
candidates, it could dissuade companies from collaborating with us. We have filed a number of patent applications
covering our product candidates. We cannot offer any assurances about which, if any, patents will be issued with
respect to these pending patent applications, the breadth of any such patents, whether any issued patents will be found
invalid and unenforceable or will be threatened by third parties. Any successful challenge to these patents or any other
patents owned by or exclusively licensed to us could deprive us of rights necessary for the successful
commercialization of any product candidate that we or our collaborators may develop. Because patent applications in
the United States and most other countries are confidential for a period of time after filing, and some remain so until
issued, we cannot be certain that we were the first to file any patent application related to a product candidate.
Furthermore, if third parties have filed such patent applications that have never had a claim with an effective filing
date on or after March 16, 2013, an interference proceeding in the United States can be initiated by the USPTO to
determine who was the first to invent any of the subject matter covered by the patent claims of our applications or
patents. Similarly, we could become involved in derivation proceedings before the USPTO to determine inventorship
with respect to our patent applications. We may also become involved in opposition proceedings in the European
Patent Office or counterpart offices in other jurisdictions regarding our intellectual property rights. In addition, patents
have a limited lifespan. In the United States, the natural expiration of a patent generally occurs 20 years after it is
filed. Although various extensions may be available if certain conditions are met, the life of a patent and the protection
it affords is limited. If we encounter delays in our clinical trials or in obtaining regulatory approvals, the period of
time during which we could exclusively market any of our product candidates under patent protection, if approved,
could be reduced. Even if patents covering our product candidates are obtained, once the patent life has expired for a
product, we may be vulnerable to competition from biosimilar products. Any loss of patent protection could have a
material adverse impact on our business. We may be unable to prevent competitors from entering the market with a
product that is similar or identical to our product candidates, which could harm our business and ability to achieve
profitability.

Furthermore, the research resulting in certain of our licensed patent rights and technology was funded by the U.S.
government. As a result, the government has certain rights, such as march-in rights, to such patent rights and
technology. When new technologies are developed with government funding, the government generally obtains
certain rights in any resulting patents, including a non-exclusive license authorizing the government to practice the
invention for or on behalf of the United States. These rights may permit the government to disclose our confidential
information to third parties and to exercise march-in rights to use or allow third parties to use our licensed technology.
The government can exercise its march-in rights if it determines that action is necessary because we fail to achieve
practical application of the government-funded technology, because action is necessary to alleviate health or safety
needs, to meet requirements of federal 