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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

Gritstone Oncology, Inc.
Condensed Balance Sheets

(Unaudited)

(In thousands, except share and per
share amounts)

 

  September 30,   December 31,  
  2019   2018  

Assets         
Current assets:         

Cash and cash equivalents  $ 116,942  $ 52,183 
Marketable securities   32,523   100,927 
Prepaid expenses and other current assets   5,318   4,526 

Total current assets   154,783   157,636 
Property and equipment, net   24,376   29,494 
Operating lease right-of-use assets   24,780   — 
Deposits and other long-term assets   2,709   2,428 
Long-term marketable securities   2,003   — 
Total assets  $ 208,651  $ 189,558 
Liabilities and stockholders’ equity         
Current liabilities:         

Accounts payable  $ 6,737  $ 4,825 
Accrued compensation   3,725   3,951 
Accrued liabilities   2,147   740 
Accrued research and development expenses   3,241   252 
Lease liabilities, current portion   1,642   — 
Deferred revenue, current portion   5,401   5,340 

Total current liabilities   22,893   15,108 
Deferred rent, net of current portion   —   1,353 
Other non-current liabilities   —   12 
Lease financing obligation, net of current portion   —   10,490 
Lease liabilities, net of current portion   19,432   — 
Deferred revenue, net of current portion   9,931   13,473 
Total liabilities   52,256   40,436 
Commitments and contingencies (Note 6)         
Stockholders’ equity:         

Convertible preferred stock, $0.0001 par value; 10,000,000 shares
   authorized; no shares issued and outstanding   —   — 
Common stock, $0.0001 par value; 300,000,000 shares authorized at September 30,
   2019 and December 31, 2018; 35,734,081 and 28,823,130 shares issued and
   outstanding at September 30, 2019 and December 31, 2018, respectively   17   16 
Additional paid-in capital   349,631   275,593 
Accumulated other comprehensive income (loss)   31   (85)
Accumulated deficit   (193,284)   (126,402)

Total stockholders’ equity   156,395   149,122 
Total liabilities and stockholders’ equity  $ 208,651  $ 189,558

 

 

See accompanying notes to the unaudited condensed financial statements.
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Gritstone Oncology, Inc.
Condensed Statements of Operations and Comprehensive Loss

(Unaudited)

(In thousands, except share and per share amounts)
 

  Three Months Ended September 30,   Nine Months Ended September 30,     
  2019   2018   2019   2018     

Collaboration revenue  $ 984  $ 96  $ 3,481  $ 96    
Operating expenses:                    

Research and development   24,886   15,622   59,314   39,712    
General and administrative   4,582   3,088   13,794   7,940    

Total operating expenses   29,468   18,710   73,108   47,652    
Loss from operations   (28,484)   (18,614)   (69,627)   (47,556)    
Interest income, net   936   26   2,898   120    
Net loss   (27,548)   (18,588)   (66,729)   (47,436)    
Other comprehensive loss:                    

Unrealized (loss)/gain on marketable securities, net of tax   (45)   26   116   69    
Net and comprehensive loss  $ (27,593)  $ (18,562)  $ (66,613)  $ (47,367)    
Net loss per share, basic and diluted  $ (0.77)  $ (7.60)  $ (2.04)  $ (20.27)    
Weighted-average number of shares used in computing net loss per
   share, basic and diluted   35,690,600   2,445,547   32,762,176   2,339,705   

 

 

See accompanying notes to the unaudited condensed financial statements.
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Gritstone Oncology, Inc.
Condensed Statements of Stockholders’ Equity

(Unaudited)

(In thousands, except share amounts)

Three Months Ended September 30, 2019:
 

  
Convertible

Preferred Stock   Common Stock   
Additional

Paid-In   

Accumulated
Other

Comprehensive  Accumulated  
Total

Stockholders' 
  Shares   Amount   Shares   Amount   Capital   Income (Loss)   Deficit   Equity  

Balance at June 30, 2019   —  $ —   35,654,631  $ 17  $ 348,021  $ 76  $ (165,736)  $ 182,378 
Unrealized loss on marketable securities,
   net of tax   —   —   —   —   —   (45)   —   (45)
Lapse of repurchase rights related to common
   stock issued pursuant to early exercises   —   —   48,174   —   17   —   —   17 
Issuance of common stock upon exercise of
   stock options   —   —   31,276   —   61   —   —   61 
Stock-based compensation   —   —   —   —   1,532   —   —   1,532 
Net loss   —   —   —   —   —   —   (27,548)   (27,548)

Balance at September 30, 2019   —  $ —   35,734,081  $ 17  $ 349,631  $ 31  $ (193,284)  $ 156,395
 

 

Three Months Ended September 30, 2018:
 

  
Convertible

Preferred Stock   Common Stock   
Additional

Paid-In   

Accumulated
Other

Comprehensive  Accumulated  
Total

Stockholders' 
  Shares   Amount   Shares   Amount   Capital   Income (Loss)   Deficit   Equity  

Balance at June 30, 2018   18,487,657  $ 165,865   2,408,611  $ 2  $ 3,311  $ (31)  $ (90,475)  $ 78,672 
Issuance of Series C convertible preferred stock
   at $13.04 per share for cash, net of issuance
   costs of $71   921,475   12,007   —   —   —   —   —   12,007 
Unrealized gain on marketable securities,
   net of tax   —   —   —   —   —   26   —   26 
Lapse of repurchase rights related to common
   stock issued pursuant to early exercises   —   —   52,938   —   18   —   —   18 
Issuance of common stock upon exercise of
   stock options   —   —   28,322   —   17   —   —   17 
Stock-based compensation   —   —   —   —   539   —   —   539 
Net loss   —   —   —   —   —   —   (18,588)   (18,588)

Balance at September 30, 2018   19,409,132  $ 177,872   2,489,871  $ 2  $ 3,885  $ (5)  $ (109,063)  $ 72,691
 

 

Continued on next page.

See accompanying notes to the unaudited condensed financial statements.
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Gritstone Oncology, Inc.
Condensed Statements of Stockholders’ Equity - Continued

(Unaudited)

(In thousands, except share amounts)

Nine Months Ended September 30, 2019:

  
Convertible

Preferred Stock   Common Stock   
Additional

Paid-In   

Accumulated
Other

Comprehensive  Accumulated  
Total

Stockholders' 
  Shares   Amount   Shares   Amount   Capital   Income (Loss)   Deficit   Equity  

Balance at December 31, 2018   —  $ —   28,823,130  $ 16  $ 275,593  $ (85)  $ (126,402)  $ 149,122 
Cumulative effect of adopting new accounting
   standard (Note 2)   —   —   —   —   —   —   (153)   (153)
Issuance of common stock upon public
   offering at $11.50 per share for cash, net
   of issuance costs of $556   —   —   6,500,000  $ 1  $ 69,708   —   —   69,709 
Unrealized gain on marketable securities,
   net of tax   —   —   —   —   —   116   —   116 
Lapse of repurchase rights related to common
   stock issued pursuant to early exercises   —   —   149,051   —   51   —   —   51 
Issuance of common stock upon exercise of
   stock options   —   —   261,900   —   423   —   —   423 
Stock-based compensation   —   —   —   —   3,856   —   —   3,856 
Net loss   —   —   —   —   —   —   (66,729)   (66,729)

Balance at September 30, 2019   —  $ —   35,734,081  $ 17   349,631   31   (193,284)   156,395
 

Nine Months Ended September 30, 2018:

  
Convertible

Preferred Stock   Common Stock   
Additional

Paid-In   

Accumulated
Other

Comprehensive  Accumulated  
Total

Stockholders' 
  Shares   Amount   Shares   Amount   Capital   Income (Loss)   Deficit   Equity  

Balance at December 31, 2017   17,797,529  $ 156,937   2,152,525  $ 1  $ 2,045  $ (74)  $ (61,627)  $ 97,282 
Issuance of Series C convertible preferred stock
   at $13.04 per share for cash, net of issuance
   costs of $71   1,611,603   20,935   —   —   —   —   —   20,935 
Unrealized gain on marketable securities,
   net of tax   —   —   —   —   —   69   —   69 
Lapse of repurchase rights related to common
   stock issued pursuant to early exercises   —   —   225,501   —   78   —   —   78 
Issuance of common stock upon exercise of
   stock options   —   —   67,241   1   39   —   —   40 
Exercise of common stock warrants           40,257   —   13           13 
Issuance of common stock for
   consulting services   —   —   4,347   —   36   —   —   36 
Stock-based compensation   —   —   —   —   1,674   —   —   1,674 
Net loss   —   —   —   —   —   —   (47,436)   (47,436)

Balance at September 30, 2018   19,409,132  $ 177,872   2,489,871  $ 2  $ 3,885  $ (5)  $ (109,063)  $ 72,691
 

 

See accompanying notes to the unaudited condensed financial statements.
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Gritstone Oncology, Inc.
Condensed Statements of Cash Flows

(Unaudited)

(In thousands)
 

  Nine Months Ended September 30,   
  2019   2018   

Operating activities          
Net loss  $ (66,729)  $ (47,436)  
Adjustments to reconcile net loss to net cash used in operating activities:          

Depreciation and amortization   3,303   2,885  
Net amortization of premiums and discounts on marketable securities   (1,248)   (204)  
Stock-based compensation   3,856   1,674  
Non-cash operating lease expense   4,491   —  
Changes in operating assets and liabilities:          

Prepaid expenses and other current assets   (1,785)   (2,475)  
Operating lease right-of-use assets   (3,328)   —  
Deposits and other long-term assets   (281)   (429)  
Accounts payable   1,600   179  
Accrued compensation   (226)   173  
Accrued and other non-current liabilities   104   (294)  
Accrued research and development expenses   2,989   1,039  
Deferred rent   —   (182)  
Lease liability   (1,824)   —  
Deferred revenue   (3,481)   19,904  

Net cash used in operating activities   (62,559)   (25,166)  
Investing activities          
Purchase of marketable securities   (28,329)   (1,487)  
Maturities of marketable securities   96,094   37,220  
Purchase of property and equipment   (10,575)   (3,375)  
Net cash provided by investing activities   57,190   32,358  
Financing activities          
Proceeds from issuance of common stock, net of issuance costs   70,684   79  
Payments of deferred financing costs   (556)   (1,277)  
Proceeds from issuance of convertible preferred stock, net of issuance costs   —   20,935  
Net cash provided by financing activities   70,128   19,737  
Net increase in cash, cash equivalents and restricted cash   64,759   26,929  
Cash, cash equivalents and restricted cash at beginning of period   53,175   39,999  
Cash, cash equivalents and restricted cash at end of period  $ 117,934  $ 66,928  
Supplemental disclosures of non-cash investing and financing
   information          
Property and equipment purchases accrued but not yet paid  $ 3,615  $ 211  
Deferred financing costs included in accrued liabilities and accounts payable  $ —  $ 1,727  
Remeasurement of operating lease right-of-use asset for lease modification  $ 99  $ — 

 

 

See accompanying notes to the unaudited condensed financial statements.
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Gritstone Oncology, Inc.
Notes to Condensed Financial Statements

(Unaudited)

1. Organization

Description of Business

Gritstone Oncology, Inc. (“Gritstone” or the “Company”) is an immuno-oncology company developing personalized cancer immunotherapies to
fight multiple cancer types. The Company was incorporated in the state of Delaware on August 5, 2015, and is based in Emeryville, California and
Cambridge, Massachusetts, with a manufacturing facility in Pleasanton, California. The Company operates in one segment.

Public Offerings

In October 2018, the Company closed its initial public offering (“IPO”), of 6,854,202 shares of common stock, including 187,535 shares sold
pursuant to the underwriters’ partial exercise of their option to purchase additional shares, at an offering price to the public of $15.00 per share. The Company
received net proceeds of approximately $92.6 million, after deducting underwriting discounts and commissions and offering costs. In connection with the
IPO, all of the Company’s outstanding shares of convertible preferred stock were automatically converted into 19,409,132 shares of common stock. The
related carrying value of $177.9 million was reclassified to common stock and additional paid-in capital.

In connection with the completion of its IPO, on October 2, 2018, the Company’s certificate of incorporation was amended and restated to provide
for 300,000,000 authorized shares of common stock with a par value of $0.0001 per share and 10,000,000 authorized shares of preferred stock with a par
value of $0.0001 per share.

In April 2019, the Company completed an underwritten public offering and sold and issued an aggregate of 6,500,000 shares of common stock at a
price to the public of $11.50 per share. The Company received aggregate net proceeds from the offering of approximately $69.7 million, after deducting
underwriting discounts and commissions and offering costs.

2. Summary of Significant Accounting Policies

Basis of Presentation

The accompanying condensed financial statements have been prepared in accordance with United States generally accepted accounting principles
(“U.S. GAAP”) and the rules and regulations of Securities and Exchange Commission (“SEC”) for interim reporting.

The condensed financial statements are unaudited and, in the opinion of management, reflect all adjustments, consisting only of normal recurring
adjustments, necessary for the fair presentation for interim reporting. The results of operations for any interim period are not necessarily indicative of results
of operations for any future period.

Certain information and footnote disclosures typically included in annual financial statements prepared in accordance with U.S. GAAP have been
condensed or omitted. Accordingly, these unaudited interim condensed financial statements should be read in conjunction with the Company’s financial
statements as of and for the year ended December 31, 2018, which are included in the Company’s Annual Report on Form 10-K, as filed with the SEC on
March 28, 2019.

Reverse Stock Split

On September 20, 2018, the Company amended and restated its amended and restated certificate of incorporation to effect a 1-for-6.9 reverse split
(“Reverse Split”) of shares of the Company’s common and convertible preferred stock. The par value and the authorized shares of common stock and
convertible preferred stock were not adjusted as a result of the Reverse Split. All of the share and per share information included in the accompanying
financial statements has been adjusted to reflect the Reverse Split.

Need for Additional Capital

The Company has incurred operating losses and has an accumulated deficit as a result of ongoing efforts to develop drug product candidates,
including conducting preclinical and clinical trials and providing general and administrative support for these operations. The Company had cash, cash
equivalents, and marketable securities of $151.5 million and $153.1 million as of September 30, 2019 and December 31, 2018, respectively. The Company
had an accumulated deficit of $193.3 million and $126.4 million as of September 30, 2019 and December 31, 2018, respectively. The Company had net losses
of $27.5 million and $66.7 million for the three and nine months ended September 30, 2019, respectively, and $18.6 million and $47.4 million for the three
and nine months ended September 30, 2018, respectively, and net cash used in operating activities of $62.6 million and $25.2 million for the nine months
ended September 30,
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2019 and 2018, respectively. To date, none of the Company’s product candidates have been approved for sale and therefore the Company has not generated
any revenue from contracts with customers. The Company has evaluated and concluded there are no conditions or events, considered in the aggregate, that
raise substantial doubt about the Company’s ability to continue as a going concern for a period of one year following the date that these condensed financial
statements are issued. Management expects operating losses to continue for the foreseeable future. As a result, the Company will need to raise additional
capital. If sufficient funds on acceptable terms are not available when needed, the Company could be required to significantly reduce its operating expenses
and delay, reduce the scope of, or eliminate one or more of its development programs. Failure to manage discretionary spending or raise additional financing,
as needed, may adversely impact the Company’s ability to achieve its intended business objectives.

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and judgments that affect the
reported amounts of assets and liabilities and disclosures of contingent assets and liabilities as of the date of the condensed financial statements and the
reported amounts of revenue and expenses in the condensed financial statements and accompanying notes during the reporting period. On an ongoing basis,
management evaluates its estimates, including those related to revenue recognition, clinical and preclinical study trial accruals, fair value of assets and
liabilities the present value of lease liabilities and the corresponding right-of-use assets (“ROU assets”), and the fair value of common stock and stock-based
compensation. Management bases its estimates on historical experience and on various other market-specific and relevant assumptions that management
believes to be reasonable under the circumstances. Actual results could differ from those estimates.

Other Risks and Uncertainties

The Company is subject to a number of risks similar to those of other early-stage immuno-oncology companies, including dependence on key
individuals; the need to develop commercially viable therapeutics; competition from other companies, many of which are larger and better capitalized; and
the need to obtain adequate additional financing to fund the development of its product candidates. The Company currently depends on third-party suppliers
for key materials and services used in its research and development manufacturing process, and is subject to certain risks related to the loss of these third-
party suppliers or their inability to supply the Company with adequate materials and services.

Cash, Cash Equivalents, and Restricted Cash

Cash equivalents, which consist primarily of highly liquid investments with maturities of three months or less when purchased, are stated at cost
which approximates fair value. These assets include investments in money market funds that invest in U.S. Treasury obligations and certificates of deposit
which are stated at fair value.

The Company has issued a letter of credit under a lease agreement which has been collateralized by a cash deposit for an equal amount and is
recorded within deposits and other long-term assets on the balance sheet based on the term of the underlying lease. The following table provides a
reconciliation of cash, cash equivalents and restricted cash reported within the balance sheets that sum to the total of the same amounts shown in the
statements of cash flows (in thousands).
 

  September 30,   December 31,  
  2019   2018  

Cash and cash equivalents  $ 116,942  $ 52,183 
Restricted cash   992   992 
Total cash, cash equivalents and restricted cash  $ 117,934  $ 53,175

 

 

Leases

Prior to January 1, 2019, the Company rented its office space and facilities under non-cancelable operating lease agreements and recognizes related
rent expense on a straight-line basis over the term of the lease. The Company’s lease agreements contained rent holidays, scheduled rent increases, and
renewal options. Rent holidays and scheduled rent increases were included in the determination of rent expense to be recorded ratably over the lease term.
The Company did not assume renewals in its determination of the lease term unless they were deemed to be reasonably assured at the inception of the lease.
The Company began recognizing rent expense on the date that it obtained the legal right to use and control the leased space. Deferred rent consisted of the
difference between cash payments and the recognition of rent expense on a straight-line basis for the buildings the Company occupied.

Funding of leasehold improvements by the Company’s landlord was accounted for as a tenant improvement allowance and recorded as current and
non-current deferred rent liabilities and amortized on a straight-line basis as a reduction of rent expense over the term of the lease.

In certain arrangements, the Company was involved in the construction of improvements to buildings it was leasing. To the extent the Company was
involved with the structural improvements of the construction project or takes construction risk, the Company was considered to be the owner of the building
and related improvements for accounting purposes during the construction period. The
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Company recorded the fair value of the building and related improvements subject to the lease within property and equipment on the balance sheet. The
Company also recorded a corresponding lease financing obligation on its balance sheet representing the amounts financed by the lessor for the building and
lessor financed improvements. Lessor financed improvement incentives due but not yet received of $1.2 million at December 31, 2017 were recorded as
prepaid expense and other current assets on the condensed balance sheet. Such amounts were fully collected in April 2018. Once a construction project was
complete, the Company considered the requirements for sale-leaseback accounting treatment. If the Company concluded the arrangement did not qualify for
sale-leaseback accounting treatment, the building and related improvements remained on the Company’s condensed balance sheet and were subject to
depreciation and assessment of impairment.

For such arrangements, at both pre and post the construction period, the Company bifurcated its lease payments into a portion allocated to the
building and a portion allocated to the parcel of land on which the building had been built. The portion of the lease payments allocated to the land was treated
for accounting purposes as operating lease payments, and therefore was recorded as rent expense in the condensed statements of operations and
comprehensive loss. The portion of the lease payments allocated to the building were further bifurcated into a portion allocated to interest expense and a
portion allocated to reduce the lease financing obligation. The interest rate used for the lease financing obligation represented the Company’s estimated
incremental borrowing rate at the inception of the lease, adjusted to reduce any built in loss.

Subsequent to January 1, 2019, the Company determines whether the arrangement is or contains a lease at the inception of the arrangement and if
such a lease is classified as a financing lease or operating lease. All of the Company’s leases are classified as operating leases. Leases with a term greater than
one year are included in operating lease ROU assets, lease liabilities, current portion, and lease liabilities, net of current portion in our condensed balance
sheet at September 30, 2019. The Company has elected not to recognize on the condensed balance sheet leases with terms of one year or less. Lease liabilities
and their corresponding ROU assets are recorded based on the present value of lease payments over the expected lease term.  In determining the net present
value of lease payments, the interest rate implicit in lease contracts is typically not readily determinable. As such, the Company utilizes the appropriate
incremental borrowing rate, which is the rate incurred to borrow on a collateralized basis over a similar term an amount equal to the lease payments in a
similar economic environment. Certain adjustments to the right-of-use asset may be required for items such as initial direct costs paid or incentives received
and impairment charges if we determine the ROU asset is impaired.

The Company considers a lease term to be the noncancelable period that it has the right to use the underlying asset, including any periods where it is
reasonably assured the Company will exercise the option to extend the contract. Periods covered by an option to extend are included in the lease term if the
lessor controls the exercise of that option.

The Company recognizes lease expense on a straight-line basis over the expected lease term.

The Company has elected to not separate lease and non-lease components for its leased assets and accounts for all lease and non-lease components
of its agreements as a single lease component.  The lease components resulting in a ROU asset have been recorded on the condensed balance sheet and
amortized as lease expense on a straight-line basis over the lease term.

Revenue Recognition

The Company analyzes its collaboration agreements to assess whether such arrangements involve joint operating activities performed by parties that
are both active participants in the activities and exposed to significant risks and rewards dependent on the commercial success of such activities. This
assessment is performed throughout the life of the arrangement based on changes in the responsibilities of all parties in the arrangement. For collaboration
arrangements that are considered to be in the scope of the collaboration guidance and that contain multiple elements, the Company first determines which
elements of the collaboration are deemed to be within the scope of the collaboration guidance and those that are more reflective of a vendor-customer
relationship and, therefore, within the scope of the revenue with contracts with customer guidance. For elements of collaboration arrangements that are
accounted for pursuant to the revenue from contracts with customer guidance, an appropriate recognition method is determined and applied consistently,
generally by analogy to the revenue from contracts with customers guidance.

The terms of the licensing and collaboration agreements entered into typically include payment of one or more of the following: non-refundable, up-
front fees; development, regulatory, and commercial milestone payments; payments for manufacturing supply services; and royalties on net sales of licensed
products. Each of these payments results in license, collaboration, and other revenues, except for revenues from royalties on net sales of licensed products,
which are classified as royalty revenues. The core principle of the accounting for revenue from contracts with customers guidance is to recognize revenues
when promised goods or services are transferred to customers in an amount that reflects the consideration that is expected to be received in exchange for those
goods or services.

In determining the appropriate amount of revenue to be recognized as the Company fulfills its obligations under each of its agreements, the
Company performs the following steps: (i) identification of the promised goods or services in the contract; (ii) determination of whether the promised goods
or services are performance obligations including whether they are distinct in the context of the contract; (iii) measurement of the transaction price, including
the constraint on variable consideration; (iv) allocation of the transaction price to the performance obligations based on estimated selling prices; and
(v) recognition of revenue when (or as) the Company satisfies each performance obligation.
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Amounts received prior to satisfying the revenue recognition criteria are recorded as deferred revenue in the Company’s balance sheets. If the related
performance obligation is expected to be satisfied within the next twelve months this will be classified in current liabilities. Amounts recognized as revenue
prior to receipt are recorded as contract assets in the Company’s balance sheets. If the Company expects to have an unconditional right to receive
consideration in the next twelve months, this will be classified in current assets. A net contract asset or liability is presented for each contract with a customer.

At contract inception, the Company assesses the goods or services promised in a contract with a customer and identifies those distinct goods and
services that represent a performance obligation. A promised good or service may not be identified as a performance obligation if it is immaterial in the
context of the contract with the customer, if it is not separately identifiable from other promises in the contract (either because it is not capable of being
separated or because it is not separable in the context of the contract), or if the performance obligation does not provide the customer with a material right.

The Company considers the terms of the contract and its customary business practices to determine the transaction price. The transaction price is the
amount of consideration to which the Company expects to be entitled in exchange for transferring promised goods or services to a customer. The
consideration promised in a contract with a customer may include fixed amounts, variable amounts, or both. Variable consideration will only be included in
the transaction price when it is not considered constrained, which is when it is probable that a significant reversal in the amount of cumulative revenue
recognized will not occur.

If it is determined that multiple performance obligations exist, the transaction price is allocated at the inception of the agreement to all identified
performance obligations based on the relative standalone selling prices. The relative selling price for each deliverable is estimated using objective evidence if
it is available. If objective evidence is not available, the Company uses its best estimate of the selling price for the deliverable.

Revenue is recognized when, or as, the Company satisfies a performance obligation by transferring a promised good or service to a customer. An
asset is transferred when, or as, the customer obtains control of that asset, which for a service, is considered to be as the services are received and used. The
Company recognizes revenue over time by measuring the progress toward complete satisfaction of the relevant performance obligation using an appropriate
input or output method based on the nature of the good or service promised to the customer.

After contract inception, the transaction price is reassessed at every period end and updated for changes such as resolution of uncertain events. Any
change in the transaction price is allocated to the performance obligations on the same basis as at contract inception.

Management may be required to exercise considerable judgment in estimating revenue to be recognized. Judgment is required in identifying
performance obligations, estimating the transaction price, estimating the stand-alone selling prices of identified performance obligations, which may include
forecasted revenue, development timelines, reimbursement rates for personnel costs, discount rates and probabilities of technical and regulatory success, and
estimating the progress towards satisfaction of performance obligations.

Recently Issued Accounting Pronouncements

In June 2016, the Financial Accounting Standards Board (“FASB”) issued ASU 2016-13, Financial Instruments - Credit Losses: Measurement of
Credit Losses on Financial Instruments (“ASU No. 2016-13”), which requires that expected credit losses relating to financial assets measured on an
amortized cost basis and available-for-sale debt securities be recorded through an allowance for credit losses. ASU No. 2016-13 limits the amount of credit
losses to be recognized for available-for-sale debt securities to the amount by which carrying value exceeds fair value and also requires the reversal of
previously recognized credit losses if fair value increases. The new standard will be effective on January 1, 2020. Early adoption is permitted. The Company
is currently evaluating the effect that the updated standard will have on its financial statements and related disclosures.

In August 2018, the FASB issued ASU No. 2018-13, Fair Value Measurement (Topic 820): Disclosure Framework – Changes to the Disclosure
Requirements for Fair Value Measurement.  ASU No. 2018-13 eliminates, adds and modifies certain disclosure requirements for fair value measurements and
requires companies to disclose certain information. The new standard will be effective for fiscal years, and interim periods within those year, beginning after
December 15, 2019. The Company is currently evaluating the impact of adopting this accounting update on its financial statements and related disclosures.

In August 2018, the FASB issued ASU No. 2018-15, Intangibles (Topic 350): Customer’s Accounting for Implementation Costs Incurred in a Cloud
Computing Arrangement That Is a Service Contract, which aligns the requirements for capitalizing implementation costs incurred in a hosting arrangement
that is a service contract with the requirements for capitalizing implementation costs incurred to develop or obtain internal-use software. This new standard
also requires customers to expense the capitalized implementation costs of a hosting arrangement that is a service contract over the term of the hosting
arrangement. This standard is effective for annual reporting periods beginning after December 15, 2019, and interim periods within that year. This new
standard can be applied either retrospectively
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or prospectively to all implementation costs incurred after the date of adoption. The Company is currently evaluating the impact of adoption on its financial
statements.

In November 2018, the FASB issued ASU No. 2018-18, Collaborative Arrangements (Topic 808): Clarifying the Interaction between Topic 808 and
Topic 606, which clarifies that certain transactions between collaborative arrangement participants should be accounted for as revenue under Topic 606 when
the collaborative arrangement participant is a customer in the context of a unit of account. In those situations, all the guidance in Topic 606 should be applied,
including recognition, measurement, presentation, and disclosure requirements. The standard adds unit-of-account guidance in Topic 808 to align with the
guidance in Topic 606 (that is, a distinct good or service) when an entity is assessing whether the collaborative arrangement or a part of the arrangement is
within the scope of Topic 606, and requires that in a transaction with a collaborative arrangement participant that is not directly related to sales to third
parties, presenting the transaction together with revenue recognized under Topic 606 is precluded if the collaborative arrangement participant is not a
customer. The standard is effective for interim and annual periods beginning after December 15, 2019, with early adoption permitted, including adoption in
any interim period for public business entities for periods in which financial statements have not been issued. Amendments in the standard should be applied
retrospectively to the date of initial application of Topic 606, but entities may elect to apply the amendments in this Update retrospectively either to all
contracts or only to contracts that are not completed at the date of initial application of Topic 606, and should disclose the election. An entity may also elect to
apply the practical expedient for contract modifications that is permitted for entities using the modified retrospective transition method in Topic 606. The
Company is currently assessing the impact of this standard on its condensed financial statements.

Recently Adopted Accounting Pronouncements

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842). The new standard requires the recognition of lease liabilities and ROU
assets on the balance sheet arising from lease transactions at the lease commencement date and the disclosure of key information about leasing arrangements.
In July 2018, the FASB issued ASU 2018-11, Leases (Topic 842) Targeted Improvements, which provides an additional transition method in which the new
lease standard is applied at the adoption date and recognized as a cumulative-effect adjustment to retained earnings without adjustment to comparative periods
(collectively “Topic 842”). The amendment has the same effective date and transition requirements as the new lease standard.

The Company adopted this standard on January 1, 2019 using the modified retrospective approach and elected the package of practical expedients
permitted under transition guidance, which allowed the Company to carry forward its historical assessments of: 1) whether contracts are or contain leases, 2)
lease classification and 3) initial direct costs, where applicable. The Company did not elect the practical expedient allowing the use-of-hindsight which would
require the Company to reassess the lease term of its leases based on all facts and circumstances through the effective date and did not elect the practical
expedient pertaining to land easements as this is not applicable to the current contract portfolio. The Company elected the post-transition practical expedient
to not separate lease components from non-lease components for all existing lease classes. The Company also elected a policy of not recording leases on its
condensed balance sheets when the leases have a term of 12 months or less and the Company is not reasonably certain to elect an option to purchase the
leased asset.

 
The impact of the adoption of Topic 842 on the accompanying condensed balance sheet as of January 1, 2019 was as follows (in thousands):

 
  December 31, 2018  

Adjustments due to
Adoption of Topic 842  January 1, 2019  

Property and equipment, net  $ 29,494 $ (14,524) $ 14,970 
Operating lease right-of-use assets  $ - $ 14,224 $ 14,224 
Operating liabilities:           

Lease liabilities, current portion  $ - $ 2,200 $ 2,200 
Accrued liabilities  $ 740 $ (475) $ 265 
Deferred rent, net of current portion  $ 1,353 $ (1,353) $ - 
Lease financing obligation, net of current portion  $ 10,490 $ (10,490) $ - 
Lease liabilities, net of current portion  $ - $ 8,980 $ 8,980 

Accumulated deficit  $ (126,402) $ (153) $ (126,555)
 

The adjustments due to the adoption of Topic 842 primarily related to the recognition of operating lease ROU Assets and lease liabilities for the
Company’s operating leases. In addition, the adoption of Topic 842 resulted in a change in classification of build-to-suit component of our lease in
Pleasanton, California to an operating lease and resulted in the derecognition of the $15.4 million capitalized building and related accumulated depreciation of
$0.9 and $10.5 million financing lease obligation, as the Company had been deemed to own the building under legacy GAAP (Note 6). The Company also
recorded an insignificant reduction to opening accumulated deficit as
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of January 1, 2019 as a result of the adoption of Topic 842.
 

The impact of the adoption of Topic 842 on the accompanying condensed statements of operations was not material.

In August 2018, the SEC adopted amendments to certain disclosure requirements in Securities Act Release No. 33-10532, Disclosure Update and
Simplification. These amendments eliminate, modify, or integrate into other SEC requirements certain disclosure rules. Among the amendments is the
requirement to present an analysis of changes in stockholders’ equity in the interim financial statements included in quarterly reports on Form 10-Q. The
analysis, which can be presented as a footnote or separate statement, is required for the current and comparative quarter and year-to-date interim periods. The
amendments are effective for all filings made on or after November 5, 2018. In light of the anticipated timing of effectiveness of the amendments and
expected proximity of effectiveness to the filing date for most filers’ quarterly reports, the SEC’s Division of Corporate Finance issued a Compliance and
Disclosure Interpretation related to Exchange Act Forms, or CDI – Question 105.09, that provides transition guidance related to this disclosure requirement.
CDI – Question 105.09 states that the SEC would not object if the filer’s first presentation of the changes in shareholders’ equity is included in its Form 10-Q
for the quarter that begins after the effective date of the amendments. As such, the Company adopted these SEC amendments on November 5, 2018 and has
presented the analysis of changes in stockholders’ equity in its interim financial statements in this Form 10-Q for the three and nine months ending September
30, 2019. Adoption of these SEC amendments did not have a material effect on the Company’s financial position, results of operations, cash flows or
stockholders’ equity.

In June 2018, the FASB issued ASU No. 2018-07, Compensation—Stock Compensation (Topic 718): Improvements to Nonemployee Share-Based
Payment Accounting (“ASU No. 2018-07”). ASU No. 2018-07 is intended to reduce cost and complexity and to improve financial reporting for share-based
payments issued to non-employees (for example, service providers, external legal counsel, suppliers, etc.). The ASU expands the scope of Topic 718,
Compensation—Stock Compensation, which currently only includes share-based payments issued to employees, to also include share-based payments issued
to non-employees for goods and services. Consequently, the accounting for share-based payments to non-employees and employees will be substantially
aligned. ASU No. 2018-07 is effective for annual and interim periods beginning after December 15, 2018. Early adoption of the standard is permitted. The
standard will be applied in a retrospective approach for each period presented. The Company adopted the standard during the quarter ended March 31, 2019,
which did not have a material impact on its financial statements and related disclosures.

3. Cash Equivalents and Marketable Securities

The amortized cost, unrealized gains and losses and fair values of cash equivalents and marketable securities were as follows (in thousands):
 

  September 30, 2019  

Description  
Amortized

Cost   
Unrealized

Gains   
Unrealized

Losses   
Fair

Value  
Short-term marketable securities:                 

Money market funds  $ 105,770  $ —  $ —  $ 105,770 
Commercial paper   19,911   9   —   19,920 
Corporate debt securities   12,585   18   —   12,603 

Total short-term marketable securities   138,266   27  $ —   138,293 
Long-term marketable securities:                 

Corporate debt securities   1,999   4   —   2,003 
Total  $ 140,265  $ 31  $ —  $ 140,296 
                 
Classified as:                 

Cash equivalents              $ 105,770 
Marketable securities               34,526 

Total              $ 140,296
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  December 31, 2018  

Description  
Amortized

Cost   
Unrealized

Gains   
Unrealized

Losses   
Fair

Value  
Short-term marketable securities:                 

Money market funds  $ 36,148  $ —  $ —  $ 36,148 
Commercial paper   45,244   —   (40)   45,204 
Corporate debt securities   67,815   1   (46)   67,770 

Total  $ 149,207  $ 1  $ (86)  $ 149,122 
Classified as:                 

Cash equivalents              $ 48,195 
Marketable securities               100,927 

Total              $ 149,122
 

 

All marketable securities held as of September 30, 2019, had contractual maturities of less than two years. There have been no realized gains or
losses on marketable securities for the periods presented. None of the Company’s investments in marketable securities has been in an unrealized loss position
for more than one year. The Company determined that it has the ability and intent to hold all marketable securities that have been in a continuous loss position
until maturity or recovery, thus there has been no recognition of any other-than-temporary impairment in the three and nine months ended September 30, 2019
and 2018.

See Note 4 for further information regarding the fair value of our financial instruments.

4. Fair Value Measurements

The Company determines the fair value of financial and non-financial assets and liabilities based on the assumptions that market participants would
use in pricing the asset or liability in orderly transaction between market participants at the measurement date. The identification of market participant
assumptions provides a basis for determining what inputs are to be used for pricing each asset or liability. A fair value hierarchy has been established which
gives precedence to fair value measurements calculated using observable inputs over those using unobservable inputs. This hierarchy prioritizes the inputs
into three broad levels as follows:

 • Level 1 inputs are quoted prices in active markets that are accessible at the market date for identical assets or liabilities.

 • Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly or indirectly.

 • Level 3 inputs are unobservable inputs that reflect the Company’s own assumptions about the assumptions market participants would use in
pricing the assets or liability. Financial assets and liabilities are classified in their entirety based on the lowest level of input that is significant to
the fair value measurement.

The carrying amounts reflected on the balance sheets for cash and cash equivalents, prepaid expenses and other current assets, accounts payable,
accrued compensation and accrued liabilities approximate their fair values due to their short-term nature.

The Company’s financial assets and liabilities subject to fair value measurements on a recurring basis and the level of inputs used in such
measurements were as follows (in thousands):
 

  September 30, 2019  
Description  Total   Level 1   Level 2   Level 3  
Short-term marketable securities:                 

Money market funds  $ 105,770  $ 105,770  $ —  $ — 
Commercial paper   19,920   —   19,920   — 
Corporate debt securities   12,603   —   12,603   — 

Total short-term marketable securities   138,293   105,770   32,523   — 
Long-term marketable securities:                 

Corporate debt securities   2,003   —   2,003   — 
Total  $ 140,296  $ 105,770  $ 34,526  $ —

 

 

  December 31, 2018  
Description  Total   Level 1   Level 2   Level 3  
Short-term marketable securities:                 

Money market funds  $ 36,148  $ 36,148  $ —  $ — 
Commercial paper   45,204   —   45,204   — 
Corporate debt securities   67,770   —   67,770   — 

Total  $ 149,122  $ 36,148  $ 112,974  $ —
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The Company measures the fair value of money market funds based on quoted prices in active markets for identical securities. Commercial paper
and corporate debt securities are valued taking into consideration valuations obtained from third-party pricing services. The pricing services utilize industry
standard valuation models, including both income and market-based approaches, for which all significant inputs are observable, either directly or indirectly, to
estimate fair value. These inputs include reported trades of and broker/dealer quotes on the same or similar securities, issuer credit spreads; benchmark
securities; prepayment/default projections based on historical data; and other observable inputs.

There were no transfers between Level 1 and Level 2 during the periods presented. See Note 3 for further information regarding the amortized cost
of our financial instruments.

5. Property and Equipment, Net

Property and equipment and related accumulated depreciation and amortization are as follows (in thousands):
 

  September 30,   December 31,  
  2019   2018  

Computer equipment and software  $ 861  $ 470 
Furniture and fixtures   1,266   935 
Laboratory equipment   19,724   16,406 
Leasehold improvements   3,222   3,063 
Buildings and related improvements capitalized under a lease financing
   transaction   —   15,371 
Construction in progress   8,498   — 
   33,571   36,245 
Less accumulated depreciation and amortization   (9,195)   (6,751)
Total property and equipment, net  $ 24,376  $ 29,494

 

 

Depreciation and amortization expense was $1.2 million and $3.3 million for the three and nine months ended September 30, 2019, respectively, and
$1.0 million and $2.9 million for the three and nine months ended September 30, 2018, respectively.

6. Commitments and Contingencies

Leases

In November 2015, the Company entered into an 84-month non-cancelable operating lease, effective March 2016, for a facility in Emeryville,
California, with laboratory and office space. In conjunction with signing the lease, the Company paid a cash security deposit of $50,000. The lease agreement
includes an escalation clause for increased rent and a renewal provision allowing the Company to extend this lease for an additional three years at the
prevailing rental rate. In September 2018 the Emeryville lease was amended whereby the Company entered into a 12-month operating lease for additional
temporary space. The Company may terminate the temporary space lease agreement with 30 days advanced written notice to the landlord.

In January 2019, the Company entered into a 120-month operating lease for a new facility in Emeryville, California with office and laboratory space
for the Company’s new principal executive offices. In conjunction with signing the lease, the Company paid a cash security deposit of $0.6 million, which is
recorded as a deposit on the Company’s condensed balance sheet as of September 30, 2019. The lease agreement includes a free rent period, an escalation
clause for increased rent and a renewal provision allowing the Company to extend this lease for an additional two five-year periods at the then market rental
rate. The lessor provided the Company a tenant improvement allowance for a total of $4.0 million to complete the laboratory and office renovation. The
Company’s obligation to pay rent will commence on November 1, 2019. The Company has determined the tenant improvements to be lessee owned and
therefore has recorded a $10.0 million ROU Asset and a $11.2 million lease liability on the condensed balance sheet as of September 30, 2019.

In connection with the new lease agreement, the Company also entered into an agreement (the “Lease Termination Agreement”) to early terminate
the Company’s existing lease dated November 2015, for its current premises. The current lease will terminate effective no later than 60 days after the rent
commencement date under the new lease, which is October 2019. The Company accounted for the Lease Termination Agreement as a separate contract and
recorded an adjustment of $1.8 million, which is included within the September 30, 2019 condensed balance sheet, to the ROU Asset and lease liability to
reflect the remaining term of the modified agreement through October 2019.

In February 2016, the Company entered into a 67-month non-cancelable operating lease effective October 2016 for a facility in Cambridge,
Massachusetts, with laboratory and office space. In conjunction with signing the lease, the Company paid a cash security deposit of $0.3 million, which is
recorded in deposits and other long-term assets on the Company’s condensed balance sheet as of September 30, 2019. The lease agreement includes an
escalation clause for increased rent and a renewal provision allowing the
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Company to extend this lease for an additional three years at the prevailing rental rate. The lessor provided the Company a tenant improvement allowance for
a total of $2.1 million to complete the laboratory and office renovation. The Company recorded the tenant allowance received as leasehold improvements
under the property and equipment account and deferred rent liability on the accompanying condensed balance sheets. Upon adoption of Topic 842, the
deferred rent liability was reclassified against the ROU Asset on the condensed balance sheet as of January 1, 2019.

In March 2017, the Company entered into a noncancelable operating lease (the “Pleasanton Lease”) to lease 42,620 square feet of office, cleanroom,
and laboratory support manufacturing space in Pleasanton, California (the “Pleasanton Facility”). Subsequently, in April 2017, the Company took possession
of the space. The Pleasanton Lease includes a free rent period, escalating rent payments and a term that expires on November 30, 2024. The Company has the
option to extend the lease term for a period of five years at the then market rental rate. The Company’s obligation to pay rent commenced in December 2017.
The Company obtained an irrevocable letter of credit in March 2017 in the initial amount of approximately $1.0 million as a security deposit to the Pleasanton
Lease, which may be drawn down by the landlord in the event the Company fails to fully and faithfully perform all of its obligations. The letter of credit may
be reduced based on certain levels of cash and cash equivalents the Company holds. The Pleasanton Lease further provides that the Company is obligated to
pay to the landlord its proportionate share of certain basic operating costs, including taxes and operating expenses.

In connection with the Pleasanton Lease, the Company received a tenant improvement allowance of $1.2 million from the landlord for the costs
associated with the design, development and construction of tenant improvements for the Pleasanton Facility. The scope of the tenant improvements did not
qualify under the lease accounting guidance as “normal tenant improvements” and the Company was deemed owner of the leased building during the
construction period for accounting purposes. The Company had therefore capitalized the $9.3 million fair value of the leased building within property and
equipment, net, and recognized a corresponding non-current lease financing obligation in the condensed balance sheet as of December 31, 2018. The fair
value of the leased building was estimated using a market approach that utilized comparable observable sales for similar assets (Level 2 inputs). The
Company had also recognized building improvements totaling $6.1 million for additions to the leased building incurred by the Company during the
construction period, of which $1.2 million were due but had not yet been received from the landlord as of December 31, 2017 and were recorded as an
increase to the lease financing obligation and prepaid and other current assets on the condensed balance sheet at that time. Such amounts were subsequently
reimbursed by the landlord in April 2018. In November 2017, construction on the Pleasanton Facility was substantially completed and the leased property
was placed into service. The Company determined the completed construction project did not qualify for sale-leaseback accounting due to the collateral held
by the landlord in the form of a letter of credit and instead was accounted for as a financing lease transaction. The leased building for the Pleasanton Facility
and related improvements remained on the Company’s balance sheet as of December 31, 2018 and rental payments associated with the Pleasanton Lease were
allocated to operating lease expense for the ground underlying the leased building and principal and interest payments on the lease financing obligation.

Upon adoption of Topic 842, the Company analyzed the Pleasanton lease under the new guidance and determined that the lease would be classified
as an operating lease under legacy GAAP. Additionally, given the Company had previously recognized the building and financing lease obligation solely as a
result of the transactions build to suit designation under legacy GAAP, the Company derecognized the $14.5 million leased building and $10.5 million lease
financing obligation from the condensed balance sheet on January 1, 2019. The unamortized tenant improvement allowance of $4.0 million and was
recognized as a component of ROU Assets on January 1, 2019. The Company also recorded a $0.2 million reduction to opening accumulated deficit as of
January 1, 2019.

In September 2018, the Company entered into a 24-month non-cancellable operating lease for an additional facility in Cambridge, Massachusetts
with laboratory and office space. In conjunction with signing the lease, the Company prepaid the first twelve months base rent in the amount of $1.3 million,
of which the remaining amount of $0.9 million as of January 1, 2019 was reclassified to the ROU Asset on the condensed balance sheet upon adoption of
Topic 842. The Company also paid a cash security deposit of $0.3 million, which included $0.1 million for the last month’s rent and was reclassified to the
ROU Assets on the condensed balance sheet upon adoption of Topic 842 on January 1, 2019. The remaining security deposit is recorded in deposits and other
long-term assets on the Company’s condensed balance sheet as of September 30, 2019.

In July 2019, the Company amended its Cambridge, Massachusetts laboratory and office space facility lease. The amendment extended the original
24-month lease term ending in August 2020 by another 12 months through August 2021 and added additional leased laboratory and office space. Upon six
months written notice, the Company has the right to terminate the amended lease agreement. The amendment provides for annual base rent of approximately
$3.4 million, effective July 2019. In conjunction with signing the lease amendment, the Company prepaid an additional twelve months base rent for both the
original leased space and the additional leased space in the amount of $3.2 million, which was reclassified to the ROU Asset on the condensed balance sheet.
The Company also paid a cash security deposit of $0.3 million, which included $0.1 million for the last month’s rent and was reclassified to the ROU Assets
on the condensed balance sheet. The remaining security deposit is recorded in deposits and other long-term assets on the Company’s condensed balance sheet
as of September 30, 2019.

In May 2019, the Company entered into a 64-month non-cancellable operating lease for additional office space in Pleasanton,
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California. The lessor provided the Company a tenant improvement allowance for a total of $0.1 million to complete the office renovation. The Company’s
obligation to pay rent will commence on August 1, 2019. The Company has determined the tenant improvements to be lessee owned and therefore has
recorded a $0.3 million ROU Asset and a $0.5 million lease liability on the condensed balance sheet as of September 30, 2019.

The Company’s operating leases include various covenants, indemnities, defaults, termination rights, security deposits and other provisions
customary for lease transactions of this nature.

The components of lease costs, which were included in our condensed statements of operations and comprehensive loss, were as follows (in
thousands):
 

  
Three Months

Ended September 30,   
Nine Months

Ended September 30,   
  2019   2019   

Lease cost          
Operating lease cost  $ 1,653  $ 4,491  
Short-term lease cost   76   198  

Total lease cost  $ 1,729  $ 4,689 
 

 
Supplemental information related to leases was as follows (in thousands):

  
Nine Months

Ended September 30,  
  2019  

Cash paid for amounts included in the measurement of lease liabilities (in thousands):     
Operating cash flows from operating leases  $ 1,939 
New right-of-use assets obtained in exchange for lease obligations (in thousands):     
Operating leases  $ 1,447 
Weighted average remaining lease term (years):     
Operating leases   7.9 
Weighted average discount rate:     
Operating leases   9.0%
 
 
 

As of September 30, 2019, minimum annual rental payments under the Company’s operating lease agreements are as follows (in thousands):
 

  
Operating

Leases  
Year ending December 31:     
2019 (remaining three months)  $ 584 
2020   5,392 
2021   6,359 
2022   3,742 
2023   3,459 
Thereafter   15,979 
Total minimum payments  $ 35,515 
Less: Amounts representing interest   (10,408)
Less: Amounts representing tenant improvement allowance   (4,033)
Present value of future minimum lease payments   21,074 
Less: Current portion of lease liability   (1,642)
Noncurrent portion of lease liability  $ 19,432

 

The amounts representing the tenant improvement allowance are expected to be received by the Company concurrent with the completion of
construction in late 2019.

Agreements with CROs

In September 2017, the Company entered into a contract research and development agreement with a third-party contract research organization
(“CRO”) to provide research, analysis and antibody samples to further the Company’s development of its drug candidates. Under the agreement, the
Company paid an upfront payment of $0.5 million to the CRO. The upfront payment was capitalized and recognized as research and development expense
using the straight-line method over the term of the agreement, which is
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one year and ended on December 31, 2018. During the year ended December 31, 2018, the Company recognized a total of $1.1 million of research and
development expense under the agreement. The Company is also obligated to pay the CRO certain milestone payments of up to $36.4 million on achievement
of specified events. None of these events had occurred as of September 30, 2019. During the three and nine months ended September 30, 2019, the Company
recognized an insignificant amount of research and development expense under the agreement. During the three and nine months ended September 30, 2018,
the Company recognized a total of $0.2 million and $0.9 million, respectively, of research and development expense under the agreement.

In May 2019, the Company entered into a contract research and testing agreement with a third-party contract research organization to provide
antibody discovery related services. Under the agreement, the Company paid an upfront payment of $0.1 million to the CRO. The upfront payment was
capitalized and recognized as research and development expense as the services are delivered. The Company is also obligated to pay the CRO certain
milestone payments of up to $34.8 million on achievement of specified events. None of these events had occurred as of September 30, 2019. During the three
and nine months ended September 30, 2019, the Company recognized a total of $0.6 million and $0.8 million, respectively, of research and development
expense under the agreement.

Guarantees and Indemnifications

The Company, as permitted under Delaware law and in accordance with its certification of incorporation and bylaws, and pursuant to
indemnification agreements with certain of its officers and directors, indemnifies its officers and directors for certain events or occurrences, subject to certain
limits, which the officer or director is or was serving at the Company’s request in such capacity. The term of the indemnification period lasts as long as an
officer or director may be subject to any proceeding arising out of acts or omissions of such officer or director in such capacity. The maximum amount of
potential future indemnification is unlimited; however, the Company currently holds director and officer liability insurance. This insurance limits the
Company’s exposure and may enable it to recover a portion of any future amounts paid. The Company believes that the fair value of these indemnification
obligations is minimal. Accordingly, the Company has not recognized any liabilities relating to these obligations for any period presented.

7. Balance Sheet Components

Prepaid Expenses and Other Current Assets

Prepaid expenses and other current assets consist of the following (in thousands):
 

  September 30,   December 31,  
  2019   2018  

Prepaid research and development-related expenses  $ 2,078  $ 1,789 
Prepaid insurance   1,634   966 
Prepaid rent   —   860 
Interest and other receivables   238   462 
Facilities related deposits   561   — 
Other   807   449 
Total prepaid expenses and other current assets  $ 5,318  $ 4,526

 

 

Deposits and Other Long-Term Assets

Deposits and other long-term assets consist of the following (in thousands):
 

  September 30,   December 31,  
  2019   2018  

Lease security deposit  $ 1,201  $ 632 
Restricted cash   992   992 
Prepaid research and development-related expenses   516   554 
Other   -   250 
Total deposits and other long-term assets  $ 2,709  $ 2,428
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Accrued Liabilities

Accrued current liabilities consist of the following (in thousands):
  September 30,   December 31,  
  2019   2018  

Deferred rent  $ —  $ 445 
Construction in progress   1,822   — 
Other   325   295 
Total accrued current liabilities  $ 2,147  $ 740

 

 

8. Collaboration and License Agreements

bluebird bio, Inc.

In August 2018, the Company entered into a Research Collaboration and License Agreement (“Collaboration Agreement”) with bluebird bio, Inc.
(“bluebird”). Under the terms of the Collaboration Agreement, the Company will provide to bluebird tumor-specific targets across several tumor types and, in
certain cases, T cell receptors (“TCR”) directed to those targets. The Company received a non-refundable upfront payment of $20.0 million and bluebird also
concurrently acquired 768,115 shares of the Company’s Series C convertible preferred stock for $10.0 million at $13.04 per share. Per the Collaboration
Agreement, bluebird was also provided an option to acquire shares of the Company’s common stock at the same price as all other investors in connection with
the IPO. In October 2018, bluebird purchased 666,667 shares of the Company’s common stock at the price to the public of $15.00 per share for a total of
$10.0 million. Under the terms of the Collaboration Agreement, the Company is eligible to earn development, regulatory, and sales-based milestones in an
amount of up to $1.2 billion, and single-digit royalties on sales of products that utilize the technology subject to the Collaboration Agreement. None of these
events had occurred as of September 30, 2019 and no royalties were due from the sale of licensed products.

In August 2019, the Company entered into a First Amendment to the Research Collaboration and License Agreement which extended the timeline
for the Company and bluebird to execute a Patient Selection Services Agreement to within two years after the Effective Date of the Research Collaboration
and License Agreement. The Company determined the amendment was not a modification of contract under ASC 606.

bluebird may terminate the Collaboration Agreement by giving a 120-day prior written notice to the Company at any time after the effective date of
the agreement. Unless terminated early the agreement has a term that ends upon the last payment owed by Gritstone on a licensed product. The Collaboration
Agreement may be terminated for cause by either party based on uncured material breach by the other party or bankruptcy of the other party. Upon early
termination, all ongoing activities under the agreement and all mutual collaboration, development and commercialization licenses and sublicenses will
terminate. The licenses granted by the Company to bluebird under the licensed intellectual property will remain in effect in accordance with their respective
terms. Additionally, all of bluebird’s payment obligations that have not yet accrued related to future milestone and royalty payments will be reduced by fifty
percent for the remainder of the agreement term.

The Company concluded that bluebird is a customer, and the contract is not subject to accounting literature on collaborative arrangements. This is
because the Company granted to bluebird a license to its intellectual property, and provided research and development services, all of which are outputs of the
Company’s ongoing activities, in exchange for consideration.

The Company identified the following three material promises under the Collaboration Agreement: 1) transfer of a license to intellectual property
and related technology know-how (“License and Know-How”); 2) the obligation to perform target selection and TCR generation services (“Research and
Development Services”); and 3) participation on the Joint Steering Committee (“JSC”). The Company provided to bluebird standard indemnification and
protection of licensed intellectual property, which is part of assurance that the license meets the contract’s specifications and is not an obligation to provide
goods or services.

The Company considered that the License and Know-How has standalone functionality, was considered to be functional intellectual property, and is
capable of being distinct. However, the Company determined that the License and Know-How is not distinct from the Research and Development Services or
participation on the JSC within the context of the agreement because bluebird is dependent on the Company to execute the Research and Development
Services and participate on the JSC in order for bluebird to benefit from the License and Know-How. As such, the License and Know-How is combined with
the Research and Development Services and participation on the JSC into a single performance obligation. As such, the transaction price under this
arrangement will be allocated to this single performance obligation.

The Company has also determined that all other goods or services which are contingent upon bluebird reaching various milestones are not
considered performance obligations at the inception of the arrangement.
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The transaction price at the inception of the Collaboration Agreement consisted of the upfront payment of $20.0 million and the $10.0 million
received from bluebird for the purchase of the Company’s Series C convertible preferred stock. The sale of the Series C convertible preferred stock was not
considered to be a performance obligation as it was a separate financing component of the transaction. Accordingly, $10.0 million of the transaction price was
allocated to the issuance of 768,115 shares of Series C convertible preferred stock at fair value of $13.04 per share and recorded in stockholders’ equity.

The variable consideration related to the remaining development, regulatory, and sales-based milestones payments has not been included in the initial
transaction price and continues to be fully constrained as of September 30, 2019. As part of its evaluation of the constraint, the Company considered
numerous factors, including that receipt of the milestones is outside the control of the Company and contingent upon initiation of clinical trials for early stage
targets and bluebird’s development efforts. Any variable consideration related to sales-based milestones (including royalties) will be recognized when the
related sales occur as they were determined to relate predominantly to the License and Know-How granted to bluebird. The Company will re-evaluate the
transaction price in each reporting period and as uncertain events are resolved or other changes in circumstances occur.

For revenue recognition purposes, the Company determined that the duration of the contract began on the effective date in August 2018 and ends
upon completion of the Research and Development Services which is also when the participation on the JSC is no longer an obligation. The contract duration
is defined as the period in which parties to the contract have present enforceable rights and obligations. We analyzed the impact of bluebird terminating the
agreement prior to August 2023 and determined that there were substantive non-monetary penalties to bluebird for doing so. We considered quantitative and
qualitative factors to reach this conclusion.

Revenue is recognized when, or as, the Company satisfies its performance obligation by transferring the promised services to bluebird. Revenue will
be recognized over time using a cost-based input method, based on internal labor cost effort to perform the research services, since the internal labor cost
incurred over time is thought to best reflect the transfer of services to bluebird. In applying a cost-based input method of revenue recognition, we use actual
costs incurred relative to budgeted costs to fulfill the combined performance obligation. A cost-based input method of revenue recognition requires us to
make estimates of costs to complete the performance obligation. The cumulative effect of any revisions to estimated costs to complete the performance
obligation will be recorded in the period in which changes are identified and amounts can be reasonably estimated. A significant change in these assumptions
and estimates could have a material impact on the timing and amount of revenue recognized in future periods.

For the three and nine months ended September 30, 2019, the Company has recognized $1.0 million and $3.5 million, respectively, as collaboration
revenue as a result of satisfying its performance obligation by transferring the promised services estimated by the labor cost incurred. A deferred revenue
balance of $15.3 million is recorded on the condensed balance sheet in both current and long-term liabilities as of September 30, 2019, which relates to the
performance obligation identified, with such amounts to be recognized over the period the performance obligation is expected to be satisfied, which is
currently expected to be through mid-2023.

Changes in the deferred revenue balance during the nine months ended September 30, 2019 are as follows (in thousands):
 

  Deferred Revenue  
Balance at January 1, 2019  $ 18,813 

Additions   — 
Deductions   (3,481)

Balance at September 30, 2019  $ 15,332
 

 

There were no receivables or net contract assets recorded as of September 30, 2019 associated with the Collaboration Agreement.

The Company expensed all incremental costs of obtaining the Collaboration Agreement as such amounts were insignificant.

Arbutus Biopharma Corporation

In October 2017, the Company entered into an Exclusive License Agreement by and between Arbutus Biopharma Corporation (“Arbutus”) and
Protiva Biotherapeutics Inc. a wholly owned subsidiary of Arbutus. Certain terms of the agreement were modified by amendment in July 2018. Under the
license agreement, the Company has an exclusive license to utilize certain Arbutus intellectual property including patents and know-how relating to
immunotherapy. Under this license agreement, the Company paid an upfront payment of $5.0 million which was included in research and development
expenses during 2017. The Company also reimbursed Arbutus for materials and personnel costs totaling $0.2 million, which were included in research and
development expenses during 2017. During the three and nine months ended September 30, 2019, the Company reimbursed Arbutus for $0.2 million and $0.3
million, respectively, for materials and personnel costs. During the three and nine months ended September 30, 2018, the Company reimbursed Arbutus for
$0.1 million and $0.4 million, respectively, for materials and personnel costs. The Company is obligated to pay Arbutus certain milestone payments up to
$123.5 million on achievement of specified events, and royalties of not more than 3.5% on sales of its licensed products. Following the acceptance of our
investigational new drug application for GRANITE by the U.S. Food and Drug
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Administration, the Company made a $2.5 million development milestone payment to Arbutus in September 2018 that was recorded as research and
development expense. In August 2019, a milestone was met following the initial patient treatment of SLATE in the Company’s GO-005 clinical trial. The
Company recorded $3.0 million as research and development expense in connection with the milestone, which is accrued in the condensed balance sheet as of
September 30, 2019 in accrued research and development expenses. The milestone payment was made in October 2019. None of the other events had
occurred as of September 30, 2019 and no royalties were due from the sale of licensed products.

Non-Profit Hospital Cancer Center

In January 2016, the Company entered into an Exclusive License Agreement with a non-profit hospital cancer center. Under the license agreement,
the Company has an exclusive license to utilize certain patents and know-how relating to immunotherapy for an insignificant upfront payment, cash milestone
payments on achievement of specified events, and a low single digit royalty on sales of licensed products. The achievement of the milestones and payment of
royalties is dependent upon obtaining regulatory approval. Upon achievement of a milestone related to the Company’s Phase 1 clinical trial for GRANITE,
GO-004, in December 2018 the Company recorded $50,000 to research and development expense for amounts owed to the Hospital Cancer Center, which
was paid to the hospital in February 2019. None of the other milestone events had occurred as of September 30, 2019 and no royalties were due from the sales
of licensed products. The Company also issued a ten-year warrant to the cancer center for the right to purchase 40,257 shares of its common stock at $0.35
per share. The estimated fair value of the warrant was not significant and was included in research and development expense and additional paid-in-capital.
The warrant was exercised in full in January 2018.

9. Convertible Preferred Stock and Common Stock

Convertible Preferred Stock

The Company’s Series A, Series B and Series C convertible preferred stock has various features, including convertibility and non-cumulative
dividends. The Company determined that none of the features required bifurcation from the underlying shares, either because they are clearly and closely
related to the underlying shares or because they do not meet the definition of a derivative. The Series A, Series B and Series C convertible preferred stock are
considered permanent equity and have not been accreted up to their redemption value. The Second and Third Tranche rights are considered to be mutual
options as neither the purchasers nor the Company have a commitment or obligation to purchase or sell additional shares. As such, these rights are not
accounted for separately. Moreover, in any such redemption (i.e. deemed liquidation) all equity holders (common and preferred) will receive the same form of
consideration. The preferred stockholders cannot contractually redeem their shares, or redeem their shares through separate negotiation, without the
Company’s common stockholders being able to also redeem their shares for the same form of consideration.

The Company entered into a Series C preferred stock purchase agreement (“Series C Preferred Stock Purchase Agreement”), with certain investors
in June 2018, and upon approval by the Company’s Board of Directors, the Company completed a Series C convertible preferred stock financing (“Series C”)
at a price per share of $13.04. The net cash proceeds totaled $8.9 million and 690,128 shares of Series C convertible preferred stock were issued. Issuance
costs totaled $0.1 million and were recorded as a reduction of the proceeds. In July 2018, the Company sold an additional 153,360 shares of Series C
convertible preferred stock at a price of $13.04 per share for net cash proceeds of $2.0 million. In August 2018, in conjunction with the Collaboration
Agreement entered into with bluebird, the Company sold bluebird 768,115 shares of Series C convertible preferred stock at a price of $13.04 per share for
gross proceeds of $10.0 million.

In October 2018, upon closing of the IPO, all outstanding shares of convertible preferred stock converted into 19,409,132 shares of common stock.
Per the terms of the Company’s Amended and Restated Certificate of Incorporation, the shares of outstanding convertible preferred stock converted at the
election of the holders of at least a majority of the then outstanding shares of convertible preferred stock, voting together as a single class and on an as-
converted to common stock basis. 

At September 30, 2019 and December 31, 2018, there were 10,000,000 shares of convertible preferred stock authorized and no shares were
outstanding.

Prior to the conversion of the convertible preferred stock upon closing of the IPO in October 2018, the rights, preferences, and privileges of the
convertible preferred stock were as follows:

Redemption Rights

The preferred stock is not redeemable by holders unless a redemption event occurs. A redemption event will only occur upon the liquidation or
winding up of the Company, a greater than 50% change in control, or the sale of substantially all of the assets of the Company. Management has also elected
not to adjust the carrying values of the Series A, Series B and Series C convertible preferred stock to the redemption value of such shares, since it is uncertain
whether or when a redemption event will occur. Subsequent
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adjustments to increase the carrying value to the redemption values will be made when it becomes probable that such a redemption will occur.

Dividends Rights

The holders of Series A, Series B and Series C convertible preferred stock are entitled to receive dividends, from any assets legally available, prior
and in preference to any declaration or payment of any dividend to the common stockholders, at the rate of 8% of the original issue price (as determined on a
per annum basis and on an as-converted basis). Such dividends are payable if and when declared by the Board of Directors and are not cumulative. After
payment of such dividends, any additional dividends shall be distributed among the holders of the Series A, Series B and Series C convertible preferred stock
and common stock pro rata based on the number of shares of common stock then held by each holder (assuming conversion of all such preferred stock into
common stock). No such dividends were ever declared or accrued.

Liquidation Rights

In the event of any liquidation, dissolution, or winding up of the Company, whether voluntary or involuntary (“Liquidation Event”), the holders of
Series C convertible preferred stock are entitled to receive, prior and in preference to any distribution of any of the assets of the Company to the holders of the
Series A and B convertible preferred stock, $13.04 per share (as adjusted for any stock splits, combinations, reorganizations, or similar transactions, plus any
declared and unpaid dividends). The holders of Series B convertible preferred stock are entitled to receive, prior and in preference to any distribution of any
of the assets of the Company to the holders of the Series A convertible preferred stock, $10.76 per share (as adjusted for any stock splits, combinations,
reorganizations, or similar transactions, plus any declared and unpaid dividends). After payment of the above, the holders of Series A convertible preferred
stock are entitled to receive, prior and in preference to any distribution of any of the assets of the Company to the holders of common stock, $6.90 per share
(as adjusted for any stock splits, combinations, reorganizations, or similar transactions, plus any declared and unpaid dividends).

If, upon the occurrence of such an event, the proceeds to be distributed are insufficient to permit the payment to such holders of the full preferential
amounts, then the entire amount legally available for distribution shall be distributed among the holders of the Series A, Series B and Series C preferred stock
in proportion to the full preferential amount that each such holder is otherwise entitled to receive had such proceeds been available.

After liquidation preference payments have been made to the holders of the convertible preferred stock as described above, all of the remaining
assets and funds of the Company are to be distributed ratably among the holders of the preferred and common stock, as if the preferred stock had been
converted to common stock. However, Series C preferred stock holders are limited to the greater of (1) $65.21 per share (as adjusted for any stock splits,
combinations, reorganizations or similar transactions) and (2) the amount the holder would have received if all shares of Series C convertible preferred stock
had been converted to common stock prior to such liquidation, dissolution, or winding up of the Company. Series B preferred stockholders are limited to the
greater of (1) $53.82 per share (as adjusted for any stock splits, combinations, reorganizations or similar transactions) and (2) the amount the holder would
have received if all shares of Series B convertible preferred stock had been converted to common stock prior to such liquidation, dissolution, or winding up of
the Company. Series A preferred stockholders are limited to the greater of (1) $34.50 per share (as adjusted for any stock splits, combinations, reorganizations
or similar transactions) and (2) the amount the holder would have received if all shares of Series A convertible preferred stock had been converted to common
stock prior to such liquidation, dissolution, or winding up of the Company.

Voting Rights

Except as otherwise required by law, the holders of common and Series A, Series B and Series C convertible preferred stock vote together as a single
class. The holders of the convertible preferred stock are entitled to the number of votes equal to the number of shares of common stock into which the
convertible preferred stock could be converted on the record date for the vote, or upon the written consent of the stockholders.

The holders of the Series A convertible preferred stock are entitled to elect three directors of the Company, the holders of the Series B convertible
preferred stock are entitled to elect one director of the Company, and the holders of common stock shall be entitled to elect one director of the Company.

Conversion Rights

Each share of Series A, Series B and Series C convertible preferred stock, at the option of the holder and at any time after the date of issuance, is
convertible into the number of shares of common stock determined by dividing the respective original issue price by the conversion price (the Conversion
Price). The Company’s Series A, Series B, and Series C Conversion Prices were $6.90, $10.76, and $13.04, respectively, and were subject to certain future
adjustments.         
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As part of the Company’s Series C convertible preferred stock financing, the Company’s certificate of incorporation was amended to reduce the
public offering automatic conversion price for the Series A and B convertible preferred stock from $21.53 to $15.66 per share. The Company accounted for
this as a modification of an instrument akin to equity that resulted in no incremental fair value being attributed to the Series A and Series B convertible
preferred stock.     

Common Stock

The Company is authorized to issue 300,000,000 shares of common stock. Holders of common stock are generally entitled to one vote per share on
all matters to be voted upon by the stockholders of the Company.

Subject to the preferences that may be applicable to any outstanding shares of preferred stock, the holders of common stock are entitled to receive
ratably such dividends, if any, as may be declared by the Board of Directors. No dividends have been declared to date.

10. Stock-Based Compensation

Award Incentive Plans

In August 2015, the Board of Directors approved the 2015 Equity Incentive Plan (“2015 Plan”). In February 2018, the Company’s Board of
Directors approved a 507,246 share increase in the number of shares to be reserved under the Company’s 2015 Equity Incentive Plan. In connection with the
Company’s IPO and the effectiveness of the 2018 Award Incentive Plan (“2018 Plan”), the 2015 Plan terminated and no further awards will be granted under
the 2015 Plan. The 92,815 shares of common stock shares that were then unissued and available for future issuance under the 2015 Plan became available
under the 2018 Plan. The 2015 Plan will continue to govern all outstanding awards by their existing terms.

In September 2018, the Company’s Board of Directors approved the 2018 Plan. Under the 2018 Plan, the Company may grant stock options, stock
appreciation rights, restricted stock, restricted stock units and other certain awards to individuals who are employees, officers, directors or consultants of the
Company. A total of 2,690,000 shares of our common stock are initially reserved for issuance pursuant to a variety of stock-based compensation awards,
including stock options, stock appreciation rights, or SARs, restricted stock awards, restricted stock unit awards and other stock-based awards, plus the
number of shares remaining available for future awards under the 2015 Plan, as of the effective date of the 2018 Plan. The number of shares of common stock
reserved for issuance under the 2018 Plan will automatically increase on January 1 of each year, beginning on January 1, 2019 and continuing through and
including January 1, 2028, by 4% of the total number of shares of our stock outstanding on December 31 of the preceding calendar year, or a lesser number of
shares determined by the Company’s Board of Directors. The maximum number of shares that may be issued upon the exercise of ISOs under the 2018 Plan
is 45,000,000.

Prior to the Company’s IPO, the grant date fair value of the Company’s common stock was determined by the Company’s Board of Directors with
the assistance of management and an independent third-party valuation specialist. The grant date fair value of the Company’s common stock was determined
using valuation methodologies which utilizes certain assumptions including probability weighting of events, volatility, time to liquidation, a risk-free interest
rate and an assumption for a discount for lack of marketability (Level 3 inputs). In determining the fair value of the Company’s common stock, the
methodologies used to estimate the enterprise value of the Company were performed using methodologies, approaches, and assumptions consistent with the
American Institute of Certified Public Accountants Accounting and Valuation Guide, Valuation of Privately-Held-Company Equity Securities Issued as
Compensation (“AICPA Accounting and Valuation Guide”).

Subsequent to the Company’s IPO, the grant date fair value of each share of common stock underlying stock option awards is based on the closing
price of our common stock as reported by the Nasdaq Select Global Market on the date of grant of the award.

The Company’s Board of Directors has the authority to determine to whom options will be granted, the number of shares, the term, and the exercise
price. If an individual owns stock representing 10% or more of the outstanding shares, the price of each share shall be at least 110% of the fair market value,
as determined by the board of directors. Options granted have a term of up to 10 years and generally vest over a 4-year period with a straight-line vesting.

2018 Employee Stock Purchase Plan

In September 2018, the Company’s board of directors approved the 2018 Employee Stock Purchase Plan (“2018 ESPP”). The 2018 ESPP became
effective on September 28, 2018. A total of 282,334 shares were initially reserved for issuance under the 2018 ESPP. Additionally, the number of shares of
common stock reserved for issuance under the 2018 ESPP will increase automatically each year, beginning on January 1, 2019 and continuing through and
including January 1, 2028, by the lesser of (1) 1% of the shares of common stock outstanding on December 31 of the preceding calendar year or (2) such
lesser number of shares determined by the Company’s board of directors. The maximum number of shares that may be issued under the 2018 ESPP is
5,000,000. The offering periods are scheduled to start on the first trading day on or after June 1 or December 1 of each year. Contributions under the 2018
ESPP are limited to a maximum of 15% of an employee’s eligible compensation.
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The estimated fair value of stock purchase rights granted under the ESPP were calculated using the Black-Scholes option-pricing model using the
following assumptions:

  
Three and Nine Months

Ended September 30,  
  2019  

Expected dividend yield  — % 
Expected term  0.5 years 
Risk-free interest rate   2.31%
Expected volatility   77%

Valuation of Stock Options

The fair value of each stock option granted to an employee or a director was estimated as of the date of grant using the Black-Scholes model with the
following weighted-average assumptions:
 

  Three Months Ended September 30,   Nine Months Ended September 30,   
  2019   2018   2019   2018   

Expected dividend yield   —%   —%   —%   —%  
Expected term  6.03 years  6.02 years  6.01 years  6.04 years  
Risk-free interest rate   1.83%   2.87%   2.36%   2.79%  
Expected volatility   72%   87%   84%   88%

 

 
 
 
Using the Black-Scholes model, the weighted-average grant-date fair value of employee stock options granted was $6.79 and $4.66 per share for the

three months ended September 30, 2019 and 2018, respectively, and $8.27 and $5.54 per share during the nine months ended September 30, 2019 and 2018,
respectively.

Stock Option Activity

A summary of the 2015 Plan and 2018 Plan activity is as follows:
 

      Options Outstanding  

  

Number of
Shares

Available
for

Issuance   
Number
of Shares   

Weighted-
Average
Exercise

Price   

Weighted-
Average

Remaining
Contractual

Term (in years)   

Aggregate
Intrinsic

Value
(in thousands)  

Balance at December 31, 2018   2,695,110   2,429,859  $ 5.31   8.86  $ 25,646 
Authorized   1,160,000   —             
Granted   (1,239,810)   1,239,810  $ 11.54         
Exercised   —   (261,900)  $ 1.62         
Cancelled   249,873   (249,873)  $ 8.23         
Repurchased   13,899   —  $ 0.35         
Balance at September 30, 2019   2,879,072   3,157,896  $ 7.83   8.66  $ 8,543 
Vested and exercisable – September 30, 2019       944,289  $ 4.28   8.04  $ 4,731 
Vested and expected to vest – September 30, 2019       3,069,180  $ 7.56   8.60  $ 8,903

 

 

For the nine months ended September 30, 2019 and 2018, the total intrinsic value of stock option awards exercised was $2.8 million and
$0.5 million, respectively, determined at the date of option exercise, and the total cash received upon exercise of stock options was not significant for either
period. The aggregate intrinsic value was calculated as the difference between the exercise prices of the underlying stock option awards and the estimated fair
value of the common stock on the date of exercise.

At September 30, 2019, $13.5 million of total unrecognized compensation cost related to non-vested employee and consultant options is expected to
be recognized over a weighted-average period of 2.96 years. The total fair value of shares vested during the period ended September 30, 2019 was
$1.2 million.

Stock-based compensation expense and awards granted to non-employees were not material for either the three or nine months ended September 30,
2019 or September 30, 2018.
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Stock-Based Compensation Expense

Total stock-based compensation for all awards granted to employees and consultants and our 2018 ESPP Plan, before taxes, is as follows (in
thousands):
 

  Three Months Ended September 30,   Nine Months Ended September 30,  
  2019   2018   2019   2018  

Research and development expenses  $ 965  $ 422  $ 2,522  $ 979 
General and administrative expenses   567   117   1,334   695 
Total  $ 1,532  $ 539  $ 3,856  $ 1,674

 

 

11. Net Loss Per Common Share

Basic net loss per share is calculated by dividing the net loss by the weighted-average number of shares of common stock outstanding during the
period, without consideration for common stock equivalents. Diluted net loss per share is the same as basic net loss per share, since the effects of potentially
dilutive securities are antidilutive given the net loss for each period presented.

The following table sets forth the computation of the basic and diluted net loss per share (in thousands, except for share and per share amounts):
 

  Three Months Ended September 30,   Nine Months Ended September 30,   
  2019   2018   2019   2018   

Numerator:                  
Net loss  $ (27,548)  $ (18,588)  $ (66,729)  $ (47,436)  

Denominator:                  
Weighted-average common shares outstanding, basic and diluted   35,690,600   2,445,547   32,762,176   2,339,705  

Net loss per share, basic and diluted  $ (0.77)  $ (7.60)  $ (2.04)  $ (20.27)
 

 

Since the Company was in a loss position for all periods presented, basic net loss per share is the same as diluted net loss per share for all periods as
the inclusion of all potential common shares outstanding would have been anti-dilutive. Potentially dilutive securities that were not included in the diluted per
share calculations because they would be anti-dilutive were as follows:
 

  Three and Nine Months Ended September 30,  
  2019   2018  

Convertible preferred stock   —   19,409,132 
Options issued and outstanding and ESPP shares issuable and outstanding   3,169,489   2,416,671 
Early exercised common stock subject to future vesting   64,017   283,670 
Total   3,233,506   22,109,473

 

 
 

12. Subsequent Events
                   
On October 15, 2019, the Company entered into a sales agreement (the “Sales Agreement”) with Cowen and Company, LLC (“Cowen”) to sell

shares of the Company’s common stock, from time to time, with aggregate gross sales proceeds of up to $75,000,000, through an “at the market offering”
program under which Cowen will act as its sales agent. Cowen is entitled to compensation for its services equal to up to 3.0% of the gross proceeds of any
shares of common stock sold through Cowen under the Sales Agreement. In addition, the Company has agreed to reimburse a portion of the expenses of
Cowen in connection with the offering up to a maximum of $0.1 million.

 
On October 15, 2019, the Company filed a Registration Statement on Form S-3 (as amended, the “Shelf Registration Statement”), covering the

offering of up to $250.0 million of common stock, preferred stock, debt securities, warrants and units. The Shelf Registration Statement included a prospectus
covering the offering, issuance and sale of up to $75.0 million of the Company’s common stock from time to time through the “at the market offering”
program. The SEC declared the Shelf Registration Statement effective on November 8, 2019.
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ITEM 2. 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 in conjunction with the condensed
financial statements and notes thereto included elsewhere in this report and with the audited financial statements and related notes thereto included as part of
our Annual Report on Form 10‑K for the year ended December 31, 2018. This discussion and analysis and other parts of this report contain forward-looking
statements that involve risk and uncertainties, such as statements of our plans, objectives, expectations and intentions. Our actual results could differ
materially from those discussed in these forward-looking statements. Factors that could cause or contribute to such differences include, but are not limited to,
those discussed in the section of this report entitled “Risk Factors”. These forward-looking statements speak only as of the date hereof. Except as required by
law, we assume no obligation to update or revise these forward-looking statements for any reason.

Overview

We are an immuno-oncology company developing tumor-specific cancer immunotherapies to fight multiple cancer types. Our approach harnesses
the natural power of a patient’s own immune system to recognize short tumor-specific peptide sequences presented on cancer cells, referred to as tumor-
specific neoantigens, or TSNA, in order to destroy tumor cells. Our tumor-specific immunotherapy treatment is built on two key pillars—first, our proprietary
Gritstone EDGETM platform, which gives us a superior ability to predict, from a routine tumor biopsy, the TSNA that are presented on a patient’s tumor cells;
and second, our ability to develop and manufacture potent immunotherapies utilizing patients’ TSNA to drive the patient’s immune system to attack and
destroy tumors.

We initiated a first-in-human Phase 1/2 clinical trial of GRANITE, our first personalized immunotherapy product candidate, in the fourth quarter of
2018, evaluating it in the treatment of common solid tumors, including metastatic non-small cell lung cancer and gastroesophageal, bladder and colorectal
cancers, in each case in combination with checkpoint inhibitors provided by our collaborator, Bristol-Myers Squibb Company, or BMS. We dosed our first
patient in this trial, GO-004, in the first quarter of 2019. The Phase 1 portion of the GO-004 Phase 1/2 trial will seek to establish a dose for further
investigation in Phase 2 and to evaluate safety, tolerability and, importantly, immunogenicity of our product candidate. We will seek to further evaluate
efficacy and safety in the Phase 2 cohort expansion portion in several common solid tumor types.

Our second tumor-specific product candidate series, SLATE, utilizes the same antigen delivery system as GRANITE but contains a fixed cassette
with TSNA that are shared across a subset of cancer patients rather than a cassette unique to an individual patient, providing us with an off-the-shelf
alternative to our personalized manufactured product candidate, GRANITE.  The U.S. Food and Drug Administration, or FDA, allowed the Investigational
New Drug application, or IND, for SLATE to proceed in June 2019 and we have initiated a Phase 1/2 clinical trial of SLATE, GO-005, in combination with
immune checkpoint inhibitors for the treatment of patients with advanced solid tumors, including metastatic non-small cell lung cancer, pancreatic cancer and
colorectal cancer. We dosed our first patient in this trial, GO-005, in the third quarter of 2019.

We are developing a second immunotherapy platform targeting shared tumor antigens, including shared TSNA, which relies upon bispecific
antibodies, or BiSAb, targeting solid tumors. BiSAb have been shown by others to exhibit early evidence of efficacy in B cell malignancies, using B cell-
specific targets such as CD19, CD20 and BCMA, and our goal is to extend this concept into the treatment of solid tumors using our novel approach to identify
tumor-specific antigens and antibody fragments against such targets. Our BiSAb approach uses an antibody fragment to recognize a tumor antigen and, in the
same molecule, a different antibody fragment to recognize immune effector cells such as CD3+ T cells. These therapeutics aim to refocus immune effector
cells specifically upon the tumor through antibody-driven recognition of tumor-specific antigens. We use our EDGE platform to identify novel solid tumor-
specific antigens and develop antibody fragments that bind tightly and with high specificity to these targets. These antibody fragments are deployed within a
bispecific antibody framework to form novel “drug-in-a-bottle” therapeutic candidates. We expect this program to generate a development candidate in the
fourth quarter of 2019.

We have funded our operations to date primarily from private placements of our convertible preferred stock, the net proceeds from our initial public
offering, or IPO, which we completed in October 2018, and from our follow-on public offering, which we completed in April 2019, as well as cash proceeds
from bluebird under the collaboration agreement we entered into in August 2018, or the bluebird Collaboration Agreement. We do not expect to generate
revenue from any product candidates that we develop until we obtain regulatory approval for one or more of such product candidates and commercialize our
products or enter into collaboration agreements with third parties. Substantially all of our net losses have resulted from costs incurred in connection with our
research and development programs and from general and administrative costs associated with our operations. GRANITE, SLATE and the BiSAb program
will require substantial additional development time and resources before we would be able to apply for or receive regulatory approvals and begin generating
revenue from product sales. In addition, we expect to incur additional costs associated with operating as a public company. We also do not yet have a sales
organization or commercial infrastructure and, accordingly, we will incur significant expenses to develop a sales organization or commercial infrastructure in
advance of generating any commercial product sales. As a result, we will need substantial additional capital to support our operating activities.
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We currently anticipate that we will seek to fund our operations through equity or debt financings or other sources, such as potential collaboration
agreements with third parties. Adequate funding may not be available to us on acceptable terms, or at all. If sufficient funds on acceptable terms are not
available when needed, we will be required to significantly reduce our operating expenses and delay, reduce the scope of, or eliminate one or more of our
development programs.

Manufacturing is a vital component of personalized immunotherapy, and we have invested significantly in our manufacturing facility, which opened
in November 2017. We currently use a hybrid approach to manufacturing our personalized immunotherapy wherein certain elements of our product
candidates are manufactured on an outsourced basis at qualified third-party contract manufacturing organizations, or CMOs, and other elements of our
product candidates are manufactured internally. Our goal is to internalize the majority of the manufacturing steps to drive down both cost and production
time, as well as establish full control over intellectual property and product quality, which will require significant investments in our manufacturing facility
and processes.

Since we commenced operations in August 2015, we have invested a significant portion of our efforts and financial resources in research and
development activities and establishing our manufacturing facility. We have incurred net losses each year since inception. Our net losses were $27.5 million
and $66.7 million for the three and nine months ended September 30, 2019 and $18.6 million and $47.4 million for the three and nine months ended
September 30, 2018, respectively. As of September 30, 2019, we had an accumulated deficit of $193.3 million, and we do not expect positive cash flows from
operations in the foreseeable future. We do not have any products approved for sale. We expect to continue to incur net operating losses for at least the next
several years as we advance our personalized cancer immunotherapy through clinical development, seek regulatory approval, prepare for and, if approved,
proceed to commercialization, continue our research and development efforts and invest in our manufacturing facility.

In October 2018, we completed our IPO and sold and issued an aggregate of 6,854,202 shares of our common stock, including 187,535 shares sold
pursuant to the underwriters’ partial exercise of their option to purchase additional shares, at a price to the public of $15.00 per share. We received aggregate
net proceeds from the offering of $92.6 million, after deducting underwriting discounts and commissions and offering costs.

In April 2019, we completed an underwritten public offering and sold and issued an aggregate of 6,500,000 shares of common stock at a price to the
public of $11.50 per share. We received aggregate net proceeds from the offering of approximately $69.7 million, after deducting underwriting discounts and
commissions and offering costs.

In October 2019, we filed a shelf registration statement on Form S-3 (the “Shelf Registration Statement”) with the SEC covering the offering of up
to $250.0 million of common stock, preferred stock, debt securities, warrants and units, including the sale and issuance of up to $75.0 million in shares of our
common stock to be issued from time to time in an “at the market offering” program pursuant to a Sales Agreement (the “Sales Agreement”) that we have
entered into with Cowen and Company, LLC (“Cowen”). The Shelf Registration Statement was declared effective by the SEC on November 8, 2019.

Components of Our Operating Results

Collaboration Revenue

To date, we have not generated any revenue from product sales and do not expect to generate any revenue from product sales for the foreseeable
future. For the three and nine months ended September 30, 2019, we recognized $1.0 million and $3.5 million, respectively, of revenue from the bluebird
Collaboration Agreement. For the three and nine months ended September 30, 2018, we recognized $96,000 of revenue from the bluebird Collaboration
Agreement.

In the future, we will continue to recognize revenue from the bluebird Collaboration Agreement and may generate revenue from product sales or
other collaboration agreements, strategic alliances and licensing arrangements. We expect that our revenue will fluctuate from quarter-to-quarter and year-to-
year as a result of the timing and amount of license fees, milestones, reimbursement of costs incurred and other payments and product sales, to the extent that
any are successfully commercialized. If we fail to complete the development of our product candidates in a timely manner or obtain regulatory approval for
them, our ability to generate future revenue, and our results of operations and financial position, would be materially adversely affected.

Operating Expenses

Research and Development Expenses

Since our inception, we have focused significant resources on our research and development activities, including conducting preclinical studies,
manufacturing development efforts and related development activities for our product candidates.

Research and development activities account for a significant portion of our operating expenses. Research and development costs are expensed as
incurred. These costs include:

 • External research and development expenses, including:
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 • Expenses incurred under arrangement with third parties, including clinical research organizations, or CROs, preclinical testing organizations,
CMOs, academic and non-profit institutions and consultants;

 • Fees related to our license agreements;

 • Internal research and development expenses, including:

 • Headcount related expenses, including salaries, payroll taxes, benefits, non-cash stock-based compensation and travel, for employees
contributing to research and development activities, including the costs associated with the development of our EDGE platform; and

 • Other expenses, which include direct and allocated expenses for laboratories, facilities and other costs.

In October 2017, we entered into a license agreement with Arbutus Biopharma Corporation, or Arbutus. Certain terms of the agreement were
modified by amendment in July 2018. Under the agreement, Arbutus grants us a worldwide, exclusive license to certain technology of Arbutus, including
Arbutus’ portfolio of proprietary and clinically validated LNP products and associated intellectual property, as well as technology transfer of Arbutus’
manufacturing know-how. Under this agreement, we made an upfront payment of $5.0 million, which was included in research and development expenses
during the year ended December 31, 2017. Following the acceptance of our investigational new drug application for GRANITE by the U.S. Food and Drug
Administration, we made a $2.5 million development milestone payment to Arbutus in September 2018 that was recorded as research and development
expense. During the three and nine months ended September 30, 2019, we reimbursed Arbutus for $0.2 million and $0.3 million, respectively, for materials
and personnel costs. During the three and nine months ended September 30, 2018, we reimbursed Arbutus for $0.1 million and $0.4 million, respectively, for
materials and personnel costs. In August 2019, a milestone was met following the initial patient treatment of SLATE in our GO-005 clinical trial. We recorded
$3.0 million as research and development expense in connection with the milestone, which is accrued in the condensed balance sheet as of September 30,
2019 in accrued research and development expenses. The milestone payment was made in October 2019.

We expect our research and development expenses to increase substantially in the future as we advance our cancer immunotherapy candidates into
and through clinical studies and pursue regulatory approval. Conducting the necessary clinical studies to obtain regulatory approval is costly and time-
consuming and such clinical studies generally become larger and more costly to conduct as they advance into later stages. The successful development of our
product candidates is highly uncertain. The actual probability of success for our product candidates may be affected by a variety of risks and uncertainties
associated with drug development, including those set forth in the section entitled “Risk Factors” included in Part II, Section 1A and elsewhere in this report.

Due to the early-stage nature of our personalized cancer immunotherapy programs, we do not track costs on a project-by-project basis. As our
programs enter clinical studies, we intend to track the costs of each program.

General and Administrative Expenses

Our general and administrative expenses consist primarily of salaries and related costs, including payroll taxes, benefits, non-cash stock-based
compensation and travel. Other general and administrative expenses include legal costs of pursuing patent protection of our intellectual property, and
professional service fees for auditing, tax and general legal services. We expect our general and administrative expenses to continue to increase in the future
as we expand our operating activities and prepare for potential commercialization of our current and future product candidates, increase our headcount and
support our operations as a public company, including increased expenses related to legal, accounting, regulatory and tax-related services associated with
maintaining compliance with requirements of the Nasdaq Global Select Market and the SEC, directors and officers liability insurance premiums and investor
relations activities. Allocated expenses consist of rent expenses related to our office and research and development facilities, depreciation and other allocated
costs not otherwise included in research and development expenses.

Interest Income, Net

Interest income, net, consists primarily of interest income and investment income earned on our cash, cash equivalents and marketable securities, and
interest expense on our lease financing obligation, which was derecognized on January 1, 2019 in connection with our adoption of ASU No. 2016-02, Leases
(Topic 842).
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Results of Operations

Comparison of the Three and Nine Months Ended September 30, 2019 and 2018

The following table sets forth the significant components of our results of operations (in thousands):
 

  Three Months Ended September 30,       
  2019   2018   Change   
Collaboration revenue  $ 984  $ 96  $ 888  
Operating expenses:              

Research and development   24,886   15,622   9,264  
General and administrative   4,582   3,088   1,494  

Total operating expenses   29,468   18,710   10,758  
Loss from operations   (28,484)   (18,614)   (9,870)  
Interest income, net   936   26   910  
Net loss  $ (27,548)  $ (18,588)  $ (8,960)  
              
  Nine Months Ended September 30,       
  2019   2018   Change   
Collaboration revenue  $ 3,481  $ 96  $ 3,385  
Operating expenses:              

Research and development   59,314   39,712   19,602  
General and administrative   13,794   7,940   5,854  

Total operating expenses   73,108   47,652   25,456  
Loss from operations   (69,627)   (47,556)   (22,071)  
Interest income, net   2,898   120   2,778  
Net loss  $ (66,729)  $ (47,436)  $ (19,293)

 

 

Collaboration Revenue

Collaboration revenue was $1.0 million and $3.5 million, respectively, for the three and nine months ended September 30, 2019. For the three and
nine months ended September 30, 2018, we recognized $96,000 of revenue. The increase was due to recognition of revenue during the period pursuant to the
bluebird Collaboration Agreement which we entered into in August 2018.

Research and Development Expenses

Research and development expenses were $24.9 million and $59.3 million for the three and nine months ended September 30, 2019 compared to
$15.6 million and $39.7 million for the three and nine months ended September 30, 2018, respectively.

The increase of $9.3 million for the three months ended September 30, 2019 compared to the three months ended September 30, 2018 was primarily
due to increases in personnel related expenses, expenses related to outside services and consultants, in-house laboratory supplies and consumables, and
facilities expenses. Personnel related costs increased by $3.0 million, as a direct result of our increased research and development headcount. Outside services
and consultants increased by $2.6 million for clinical trials, preclinical testing and contract manufacturing expansion. In-house expenses for laboratory
supplies and consumables increased by $1.9 million, and reflect our increased research and development personnel. Facility related expenses increased by
$1.6 million to accommodate our manufacturing expansion and increased research and development personnel and due to our adoption of Topic 842 and the
change in accounting treatment related to the Pleasanton lease, whereby the full rental payment on this lease is treated as an operating expense post January 1,
2019 as compared to interest expense in prior periods. Milestone and license payments increased $0.2 million to reflect payments made under certain
agreements.

The increase of $19.6 million for the nine months ended September 30, 2019 compared to the nine months ended September 30, 2018 was primarily
due to increases in personnel related expenses, expenses related to outside services and consultants, in-house laboratory supplies and consumables, and
facilities expenses. Personnel related costs increased by $6.3 million, as a direct result of our increased research and development headcount. Outside services
and consultants increased by $4.5 million for clinical trials, preclinical testing and contract manufacturing expansion. In-house expenses for laboratory
supplies and consumables increased by $4.1 million, and reflect our increased research and development personnel. Facility related expenses increased by
$4.3 million to accommodate our manufacturing expansion and increased research and development personnel and due to our adoption of Topic 842 and the
change in accounting treatment related to the Pleasanton lease, whereby the full rental payment on this lease is treated as an operating expense post January 1,
2019 as compared to interest expense in prior periods. Milestone and license payments increased $0.4 million to reflect payments made under certain
agreements.
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General and Administrative Expenses

General and administrative expenses were $4.6 million for the three months ended September 30, 2019 compared to $3.1 million for the three
months ended September 30, 2018. The increase of $1.5 million was primarily attributable to a $0.8 million increase in personnel related costs as we
expanded our headcount, and a $0.6 million increase in outside services for legal, finance, recruiting and other professional services to support our ongoing
operations and operate as a public company. Facility related expenses increased by $0.1 million to accommodate our increased general and administrative
personnel.

General and administrative expenses were $13.8 million for the nine months ended September 30, 2019 compared to $7.9 million for the nine
months ended September 30, 2018. The increase of $5.9 million was primarily attributable to a $2.1 million increase in personnel related costs as we
expanded our headcount, and a $3.4 million increase in outside services for legal, finance, recruiting and other professional services to support our ongoing
operations and operate as a public company. Facility related expenses increased by $0.4 million to accommodate our increased general and administrative
personnel.

Interest Income, Net

Interest income, net was $0.9 million for the three months ended September 30, 2019 compared to $26,000 for the three months ended September
30, 2018. The income for both years represents interest and investment income from cash, cash equivalents and marketable securities. The increase of
$1.0 million was due to a higher average cash, cash equivalents and marketable securities balance in 2019 than in 2018 and decreased interest expense
incurred on our lease financing obligation due to our adoption of Topic 842 and the change in accounting treatment related to the Pleasanton lease.

Interest income, net was $2.9 million for the nine months ended September 30, 2019 compared to $0.1 million for the nine months ended September
30, 2018. The income for both years represents interest and investment income from cash, cash equivalents and marketable securities. The increase of
$2.8 million was due to a higher average cash, cash equivalents and marketable securities balance in 2019 than in 2018 and decreased interest expense
incurred on our lease financing obligation due to our adoption of Topic 842 and the change in accounting treatment related to the Pleasanton lease.

Liquidity and Capital Resources

Sources of Liquidity

From our inception through September 30, 2019, we have funded our operations primarily through private placements of our convertible preferred
stock, our Collaboration Agreement with bluebird, and the proceeds of our IPO and follow on public offering.  We have raised net cash proceeds of $177.9
million from the issuance of our convertible preferred stock and a non-refundable upfront payment of $20.0 million from bluebird.

In October 2018, we completed our initial public offering by issuing 6,854,202 shares of our common stock, including 187,535 shares sold pursuant
to the underwriters’ partial exercise of their option to purchase additional shares, at an offering price of $15.00 per share, for net proceeds of approximately
$92.6 million, after deducting underwriting discounts and commissions and offering costs.

In April 2019, we completed an underwritten public offering and sold and issued an aggregate of 6,500,000 shares of common stock at a price to the
public of $11.50 per share. We received aggregate net proceeds from the offering of approximately $69.7 million, after deducting underwriting discounts and
commissions and offering costs.

In October 2019, we filed the Shelf Registration Statement, covering the offering of up to $250.0 million of common stock, preferred stock, debt
securities, warrants and units, including the sale and issuance of up to $75.0 million in shares of our common stock to be issued from time to time in an “at
the market offering” program pursuant to the Sales Agreement with Cowen. The Shelf Registration Statement was declared effective by the SEC on
November 8, 2019.

As of September 30, 2019, we had cash, cash equivalents, and marketable securities of $151.5 million and an accumulated deficit of $193.3 million,
compared to cash, cash equivalents, and marketable securities of $153.1 million and an accumulated deficit of $126.4 million as of December 31, 2018.

Additionally, we do not expect positive cash flows from operations in the foreseeable future. Historically, we have incurred operating losses as a
result of ongoing efforts to develop our cancer immunotherapy candidates, including conducting ongoing research and development, preclinical studies and
providing general and administrative support for these operations. We expect to continue to incur net operating losses for at least the next several years as we
advance GRANITE, SLATE, the BiSAb program and any future product candidates through clinical development, seek regulatory approval, prepare for and,
if approved, proceed to commercialization, continue our research and development efforts and invest in our manufacturing facility.

28



Future Funding Requirements

We do not have any products approved for sale, and we have never generated any revenue from contracts with customers. We do not expect to
generate any meaningful revenue unless and until we obtain regulatory approval of and commercialize any of our current and future product candidates and/
or enter into collaboration agreements with third parties, and we do not know when, or if, either will occur. We expect to continue to incur significant losses
for the foreseeable future, and we expect the losses to increase as we continue the development of, and seek regulatory approvals for, our current and future
product candidates, and begin to commercialize any approved products. We are subject to all the risks typically related to the development of new product
candidates, and we may encounter unforeseen expenses, difficulties, complications, delays and other unknown factors that may adversely affect our business.
Moreover, we expect to incur additional costs associated with operating as a public company. We anticipate that we will need substantial additional funding in
connection with our continuing operations.

Until we can generate a sufficient amount of revenue from the commercialization of our tumor- specific immunotherapy product candidates or from
collaboration or license agreements with third parties, if ever, we expect to finance our future cash needs through public or private equity offerings or debt
financings. Additional capital may not be available on reasonable terms, if at all. If we are unable to raise additional capital in sufficient amounts or on terms
acceptable to us, we may have to significantly delay, scale back or discontinue the development or commercialization of one or more of our current or future
product candidates. If we raise additional funds by issuing equity or convertible debt securities, it could result in dilution to our existing stockholders and
increased fixed payment obligations. In addition, as a condition to providing additional funds to us, future investors may demand, and may be granted, rights
superior to those of existing stockholders. If we incur indebtedness, we could become subject to covenants that would restrict our operations and potentially
impair our competitiveness, such as limitations on our ability to incur additional debt, limitations on our ability to acquire, sell or license intellectual property
rights and other operating restrictions that could adversely impact our ability to conduct our business. Additionally, any future collaborations we enter into
with third parties may provide capital in the near term but we may have to relinquish valuable rights to our product candidates or grant licenses on terms that
are not favorable to us. Any of the foregoing could significantly harm our business, financial condition and prospects.

Since our inception, we have incurred significant losses and negative cash flows from operations. We have an accumulated deficit of $193.3 million
through September 30, 2019. We expect to incur substantial additional losses in the future as we conduct and expand our research and development activities.
We believe that our existing cash, cash equivalents and marketable securities will be sufficient to enable us to fund our projected operations through at least
the next 12 months. We have based our projections of operating capital requirements on assumptions that may prove to be incorrect and we may use all our
available capital resources sooner than we expect. Because of the numerous risks and uncertainties associated with research, development and
commercialization of product candidates, we are unable to estimate the exact amount of our operating capital requirements. Our future capital requirements
depend on many factors, including:

 • the scope, progress, results and costs of developing our tumor-specific immunotherapy product candidates, and conducting preclinical studies and
clinical trials, including our Phase 1/2 clinical trial of GRANITE, which we initiated in the fourth quarter of 2018;

 • the scope, progress, results and costs of conducting studies and clinical trials for our SLATE product candidate series, including the Phase 1/2
clinical trial for SLATE, which we initiated in mid-2019;

 • the scope, progress, results, and costs of conducting drug discovery, preclinical studies and clinical trials for our BiSAb program, for which we
expect to select a product candidate in the fourth quarter of 2019;

 • the timing of, and the costs involved in, obtaining regulatory approvals for our tumor-specific immunotherapy product candidates;

 • the number and characteristics of any additional product candidates we develop or acquire;

 • the timing and amount of any milestone, royalty or other payments we are required to make pursuant to any current or future collaboration or
license agreements;

 • the cost of manufacturing our tumor-specific immunotherapy product candidates we successfully commercialize, including the cost of scaling up
our internal manufacturing operations;

 • the cost of building a sales force in anticipation of product commercialization;

 • the cost of commercialization activities, including building a commercial infrastructure, marketing, sales and distribution costs;

 • our ability to maintain existing, and establish new, strategic collaborations, licensing or other arrangements and the financial terms of any such
agreements, including the timing and amount of any future milestone, royalty or other payments due under any such agreement;

 • any product liability or other lawsuits related to our products;

 • the expenses needed to attract, hire and retain skilled personnel;
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 • the costs associated with being a public company;

 • the costs involved in preparing, filing, prosecuting, maintaining, defending and enforcing our intellectual property portfolio; and

 • the timing, receipt and amount of sales of any future approved products, if any.

A change in the outcome of any of these or other variables with respect to the development of any of our current and future product candidates could
significantly change the costs and timing associated with the development of that product candidate. Furthermore, our operating plans may change in the
future, and we will need additional funds to meet operational needs and capital requirements associated with such operating plans.

Cash Flows

The following table sets forth a summary of the primary sources and uses of cash for each of the periods presented below (in thousands):
 

  Nine Months Ended September 30,  
  2019   2018  

Cash used in operating activities  $ (62,559)  $ (25,166)
Cash provided by investing activities   57,190   32,358 
Cash provided by financing activities   70,128   19,737 
Net decrease in cash and cash equivalents  $ 64,759  $ 26,929

 

 

Cash Used in Operating Activities

During the nine months ended September 30, 2019, cash used in operating activities was $62.6 million, which consisted of a net loss of
$66.7 million, adjusted by non-cash charges of $10.5 million and cash used due to changes in our operating assets and liabilities of $6.3 million. The non-cash
charges consisted primarily of depreciation and amortization expense of $3.3 million, stock-based compensation of $3.9 million, and non-cash operating lease
expense of $4.6 million, offset by $1.2 million net amortization of premiums and discounts on marketable securities. The change in our operating assets and
liabilities was primarily due to a decrease of $0.2 million in accrued compensation, a decrease of $3.5 million in deferred revenue as a result of revenue
recognized during the nine months ended September 30, 2019, a decrease of $1.9 million in the lease liability as a result of lease payments made, a decrease
of $5.0 million in prepaid expenses and other current assets, and a decrease in deposits and other long-term assets of $0.4 million, offset by an increase of
$3.1 million in accrued an other non-current liabilities and an increase of $1.6 in accounts payable.

During the nine months ended September 30, 2018, cash used in operating activities was $25.2 million, which consisted of a net loss of
$47.4 million, adjusted by non-cash charges of $4.3 million and cash used due to changes in our operating assets and liabilities of $17.9 million. The non-cash
charges consisted primarily of depreciation and amortization expense of $2.7 million and stock-based compensation of $1.6 million. The change in our
operating assets and liabilities was primarily due to an increase of $19.9 million as a result of the deferred revenue recorded in connection with our
Collaboration Agreement with bluebird, a increase of $2.9 million in prepaid expenses and other assets, and an increase of $0.9 million in accrued and other
liabilities.

Cash Provided by Investing Activities

During the nine months ended September 30, 2019, cash provided by investing activities was $57.2 million, which consisted of $96.1 million in
proceeds from the maturity of marketable securities offset by $28.3 million in purchases of marketable securities and $10.6 million of capital expenditures to
purchase property and equipment.

During the nine months ended September 30, 2018, cash provided by investing activities was $32.4 million, which consisted of $37.2 million in
proceeds from the maturity of marketable securities offset by $1.5 million in purchases of marketable securities and $3.3 million of capital expenditures to
purchase property and equipment.

Cash Provided by Financing Activities

During the nine months ended September 30, 2019, cash provided by financing activities was $70.1 million, which primarily consisted of $70.3
million in proceeds from the issuance of common stock in a public offering and $0.4 million of proceeds from the exercise of stock options, offset by $0.6
million of payments of deferred financing costs.

During the nine months ended September 30, 2018, cash provided by financing activities was $19.7 million, which primarily consisted of
$20.9 million in net proceeds from the issuances of shares of our Series C convertible preferred stock, $0.1 million in proceeds from the exercise of stock
options, offset by $1.3 million paid for deferred offering costs associated with preparation for our initial public offering.
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Since our inception through September 30, 2019, we have raised an aggregate of approximately $177.9 million through the issuance and sale of
shares of our convertible preferred stock, net of $0.4 million in issuance costs, which we have used to fund our operations.

Off-Balance Sheet Arrangements

We have not entered into any off-balance sheet arrangements, as defined under U.S. Securities and Exchange Commission rules.

Contractual Obligations and Commitments

The following table summarizes our contractual obligations as of September 30, 2019 (in thousands):
 

  Payments Due by Period  

  Total   
Less than

1 Year   
1-2

Years   
3-5

Years   
More than

5 Years  
Operating leases(1)  $ 35,515  $ 584  $ 11,751  $ 7,201  $ 15,979 

Total obligations  $ 35,515  $ 584  $ 11,751  $ 7,201  $ 15,979
 

 
(1) See Note 6 to our condensed financial statements.

We are party to license agreements pursuant to which we have in-licensed various intellectual property rights. The license agreements obligate us to
make certain milestone payments related to achievement of specified events, as well as royalties in the low-single digits based on sales of licensed products.
In September 2018, we made a milestone payment of $2.5 million in relation to a license agreement. In August 2019, following the initial patient treatment of
SLATE, we recorded $3.0 million as research and development expense in connection with the milestone. During the three and nine months ended September
30, 2019 and 2018 no royalties were due from the sales of licensed products. The table above does not include any milestone or royalty payments to the
counterparties to these agreements as the amounts, timing and likelihood of such payments are not known. See Note 8 to our condensed financial statements
for additional information.

In September 2017, we entered into a contract research and development agreement with a third party CRO to provide research, analysis and
antibody samples to further the development of our personalized immunotherapy candidate in the treatment of cancer. Under the agreement, we paid an
upfront payment of $0.5 million to the CRO. The upfront payment was capitalized and was recognized as research and development expense using the
straight-line method over the term of the agreement, which was one year ending on December 31, 2018. During the year ended December 31, 2018, we
recognized a total of $1.1 million of research and development expense under the agreement. During the three and nine months ended September 30, 2019,
we recognized an insignificant amount of research and development expense under the agreement. During the three and nine months ended September 30,
2018, we recognized a total of $0.2 million and $0.9 million, respectively, of research and development expense under the agreement. We are also obligated to
pay the CRO certain milestone payments of up to $36.4 million on achievement of specified events. None of these events had occurred as of September 30,
2019 or 2018. However, we are unable to estimate the timing or likelihood of achieving the milestones and, therefore, any related payments are not included
in the table above.

In May 2019, we entered into a contract research and testing agreement with a third party contract research organization to provide antibody
discovery related services. Under the agreement, we paid an upfront payment of $0.1 million to the CRO. The upfront payment was capitalized and
recognized as research and development expense as the services are delivered. During the three and nine months ended September 30, 2019, we recognized a
total of $0.6 million and $0.8 million, respectively, of research and development expense under the agreement. We are also obligated to pay the CRO certain
milestone payments of up to $34.8 million on achievement of specified events. None of these events had occurred as of September 30, 2019. However, we are
unable to estimate the timing or likelihood of achieving the milestones and, therefore, any related payments are not included in the table above.

 

Critical Accounting Policies and Use of Estimates

This discussion and analysis of financial condition and results of operation is based on our unaudited condensed financial statements, which have
been prepared in accordance with accounting principles generally accepted in the United States, or GAAP. The preparation of financial statements requires
management to make estimates and judgments that affect the reported amounts of assets and liabilities and disclosures of contingent assets and liabilities as of
the date of the financial statements and the reported amounts of expenses during the reporting period. On an ongoing basis, management evaluates its
estimates, including those related to preclinical study trial accruals, fair value of assets and liabilities, and the fair value of common stock and stock-based
compensation. Management bases its estimates on historical experience and on various other market-specific and relevant assumptions that management
believes to be reasonable under the circumstances. Actual results could differ from those estimates.
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Other than adoption of Topic 842, Leases, there have been no changes to our critical accounting policies since we filed our Annual Report on Form
10-K for the year ended December 31, 2018 with the SEC on March 28, 2019. For a description of our critical accounting policies, please refer to our Annual
Report on Form 10-K we filed with the SEC on March 28, 2019.

Leases

Prior to January 1, 2019, we assessed agreements to determine whether the arrangement was or contained a lease at the inception of the arrangement
and if such a lease is classified as a financing or operating lease. For all of our leases accounted for as operating leases, the lease expense was expensed on a
straight-line basis over the term of the lease. Our lease agreements contained rent holidays, scheduled rent increases and renewal options. Rent holidays and
scheduled rent increases were included in the determination of rent expense and recorded ratably over the lease term. We did not assume renewals in its
determination of the lease term unless they were deemed to be reasonably assured at the inception of the lease. We begin recognizing rent expense on the date
that we obtain the legal right to use and control the leased space. Deferred rent consisted of the difference between cash payments and the recognition of rent
expense on a straight-line basis for the buildings we occupied.

Funding of leasehold improvements by our landlord was accounted for as a tenant improvement allowance and recorded as current and non-current
deferred rent liabilities and amortized on a straight- line basis as a reduction of rent expense over the term of the lease.

In certain arrangements, we were involved in the construction of improvements to buildings we are leasing. To the extent we were involved with the
structural improvements of the construction project or took construction risk, we were considered to be the owner of the building and related improvements
for accounting purposes during the construction period. Therefore, we recorded the fair value of the building subject to the lease within property and
equipment on the balance sheet, plus the amount of building improvements incurred and funded by us and/or the landlord as of the balance sheet date. We
also recorded a corresponding lease financing obligation on our balance sheet representing the amounts financed by the lessor for the building and lessor
financed improvements. Lessor financed improvement incentives due but not yet received were recorded as prepaid expense and other current assets on the
balance sheet.

 Once construction was completed, we considered the requirements for sale-leaseback accounting treatment, including evaluating whether all risks of
ownership had been transferred back to the landlord, as evidenced by a lack of our continuing involvement in the leased property. If we concluded the
arrangement did not qualify for sale-leaseback accounting treatment, the building and improvements remained on our balance sheet and were subject to
depreciation and assessment of impairment. We bifurcated our lease payments into a portion allocated to the lease financing obligation and a portion allocated
to the parcel of land on which the building had been built. The portion of the lease payments allocated to the land was treated for accounting purposes as
operating lease payments, and therefore was recorded as rent expense in the statements of operations and comprehensive loss. The portion of the lease
payments allocated to the lease financing obligation was further bifurcated into a portion allocated to interest expense and a portion allocated to reduce the
lease financing obligation.

The interest rate used for the lease financing obligation represented our estimated incremental borrowing rate at the inception of the lease, adjusted
to reduce any built-in loss. The initial recording of these assets and liabilities was classified as non-cash investing and financing items, respectively, for
purpose of the statements of cash flows.

The most significant estimates used by management in accounting for the lease financing transaction and the impact of its estimates were as follows:

 • Incremental borrowing rate. We estimated our incremental borrowing rate as the rate we would have incurred to borrow, based on our credit
quality at the inception of the lease over a similar term, the funds necessary to purchase the leased building subject to the financing lease
transaction. The incremental borrowing rate was used in determining allocating our rental payments between interest expense and a reduction of
the outstanding lease financing obligation.

 
 • Land capitalization rate. The land capitalization rate was the rate of return on the land underlying the lease properly considering expected income

that the land would be expected to generate. The land lease capitalization rate was estimated using comparable market data for land capitalization
rates for similar properties. The land capitalization rate was used in determining allocating our rental payments between interest expense and a
reduction of the outstanding lease financing obligation.

 
 • Fair value of leased building and underlying land. The fair value of a leased building and underlying land subject to the lease financing

transaction was based on comparable market data for similar properties as of the lease inception date. The fair value of the underlying land was
used in determining allocating our rental payments between interest expense and a reduction of the outstanding lease financing obligation.

In March 2017, we entered into a non-cancelable lease for 42,620 square feet of office, cleanroom, and laboratory support manufacturing space in
Pleasanton, California. Subsequently, in April 2017, we took possession of the space. The scope of the tenant improvements did not qualify under the lease
accounting guidance as “normal tenant improvements” and we were the deemed owner of the leased building during the construction period for accounting
purposes. In November 2017, construction on the facility was substantially completed and the leased property was placed into service. We determined that the
completed construction project did not qualify for sale-leaseback accounting due to the collateral held by the landlord in the form of a letter of credit and will
instead be
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accounted for as a financing transaction. The leased building for the Pleasanton facility and related improvements remains on our balance sheet as of
December 31, 2018 and rental payments associated with the lease were allocated to operating lease expense for the ground underlying the leased building and
principal and interest payments on the lease financing obligation.

Subsequent to adoption of Topic 842 on January 1, 2019, we determine whether the arrangement is or contains a lease at the inception of the
arrangement and if such a lease is classified as a financing lease or operating lease. Leases with a term greater than one year are recognized on the balance
sheet as right-of-use assets, lease liabilities and, if applicable, long-term lease liabilities. We have elected not to recognize on the balance sheet leases with
terms of one year or less. Lease liabilities and their corresponding right-of-use assets are recorded based on the present value of lease payments over the
expected lease term. The interest rate implicit in lease contracts is typically not readily determinable. As such, we utilize the appropriate incremental
borrowing rate, which is the rate incurred to borrow on a collateralized basis over a similar term an amount equal to the lease payments in a similar economic
environment. Certain adjustments to the right-of-use asset may be required for items such as initial direct costs paid or incentives received and impairment
charges if we determine the right-of-use asset is impaired.

We consider a lease term to be the noncancelable period that it has the right to use the underlying asset, including any periods where it is reasonably
assured we will exercise the option to extend the contract. Periods covered by an option to extend are included in the lease term if the lessor controls the
exercise of that option.

We recognize lease expense on a straight-line basis over the expected lease term.

Our facilities operating leases have lease and non-lease components which we have elected to account for as one single lease component. The lease
components resulting in a right-of-use asset have been recorded on the condensed balance sheet and amortized as lease expense on a straight-line basis over
the lease term.

Recent Accounting Pronouncements

Refer to “Note 2. Summary Of Significant Accounting Policies” in the notes to our unaudited interim condensed financial statements in Part I, Item 1
of this Quarterly Report on Form 10‑Q, for a discussion of recent accounting pronouncements.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

Interest Rate Risk

There have been no material changes in market risk from the information provided in “Item 7A. Quantitative and Qualitative Disclosures About
Market Risk” in our Annual Report on Form 10-K for the year ended December 31, 2018.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

As of September 30, 2019, management, with the participation of our Chief Executive Officer and Chief Financial Officer, performed an evaluation
of the effectiveness of the design and operation of our disclosure controls and procedures as defined in Rules 13a-15(e) and 15d-15(e) of the Exchange Act.
Our disclosure controls and procedures are designed to ensure that information required to be disclosed 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 the Chief Executive Officer and the Chief Financial Officer, to allow timely decisions regarding required
disclosures.

Any controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving the desired control
objective and management necessarily applies its judgment in evaluating the cost-benefit relationship of possible controls and procedures. Based on this
evaluation, our Chief Executive Officer and Chief Financial Officer concluded that, as of September 30, 2019, the design and operation of our disclosure
controls and procedures were effective at a reasonable assurance level.

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 Rule 13a-15(e) and 15d-
15(e) of the Exchange Act that occurred during the three months ended September 30, 2019 that has materially affected, or is reasonably likely to materially
affect our internal control over financial reporting, other than the implementation of a new General Ledger (GL) system for financial accounting and reporting
to replace our legacy GL system. The implementation of this new system was not in response to any identified deficiency or material weakness in our internal
control over financial reporting. The system implementation was designed, in part, to enhance the overall system of internal control over financial reporting
through further automation of various business processes.
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PART II. OTHER INFORMATION

ITEM 1. Legal Proceedings

From time to time, we may become involved in litigation or other legal proceedings. We are not currently a party to any litigation or legal
proceedings that, in the opinion of our management, are likely to have a material adverse effect on our business. Regardless of outcome, litigation can have an
adverse impact on us because of defense and settlement costs, diversion of management resources and other factors.

ITEM 1A. Risk Factors

Investing in our common stock involves a high degree of risk. You should carefully consider the risks described below, as well as the other
information in this Quarterly Report, including our financial statements and the related notes and “Management’s Discussion and Analysis of Financial
Condition and Results of Operations,” before deciding whether to invest in our common stock. The occurrence of any of the events or developments described
below could have a material adverse effect on our business, results of operations, financial condition, prospects and stock price. In such an event, the market
price of our common stock could decline, and you may lose all or part of your investment. Additional risks and uncertainties not presently known to us or that
we currently deem immaterial may also impair our business operations.

Risks Related to Our Limited Operating History, Financial Condition and Capital Requirements

We are an early-stage biopharmaceutical company with a limited operating history and no products approved for commercial sale. We have incurred
significant losses since our inception, and we anticipate that we will continue to incur significant losses for the foreseeable future, which, together with
our limited operating history, makes it difficult to assess our future viability.

Biopharmaceutical product development is a highly speculative undertaking and involves a substantial degree of risk. We are an early-stage
biopharmaceutical company, and we have only a limited operating history upon which you can evaluate our business and prospects. We have no products
approved for commercial sale, have not generated any revenue from product sales and have incurred losses in each year since our inception in August 2015.
In addition, we have limited experience and have not yet demonstrated an ability to successfully overcome many of the risks and uncertainties frequently
encountered by companies in new and rapidly evolving fields, particularly in the biopharmaceutical industry. We only recently initiated our Phase 1/2 clinical
trials, GO-004 for our first personalized cancer immunotherapy candidate, GRANITE, and GO-005 for our off-the-shelf cancer immunotherapy candidate,
SLATE.

We have had significant operating losses since our inception. Our net losses were $27.5 million and $66.7 million for the three and nine months
ended September 30, 2019 and $18.6 million and $47.4 million for the three and nine months ended September 30, 2018. As of September 30, 2019, we had
an accumulated deficit of $193.3 million. Substantially all of our losses have resulted from expenses incurred in connection with our research and
development programs and from general and administrative costs associated with our operations. GRANITE and SLATE, as well as our BiSAb program, will
require substantial additional development time and resources before we would be able to apply for or receive regulatory approvals and begin generating
revenue from product sales. In addition, we expect to incur additional costs associated with operating as a public company. We also do not yet have a sales
organization or commercial infrastructure and, accordingly, we will incur significant expenses to develop a sales organization or commercial infrastructure in
advance of generating any commercial product sales. We expect to continue to incur losses for the foreseeable future, and we anticipate these losses will
increase as we continue to develop GRANITE, SLATE, the BiSAb program and any future product candidates, conduct clinical trials and pursue research and
development activities. Even if we achieve profitability in the future, we may not be able to sustain profitability in subsequent periods. Our prior losses,
combined with expected future losses, have had and will continue to have an adverse effect on our stockholders’ equity and working capital.

We will require substantial additional financing to achieve our goals, and a failure to obtain this necessary capital when needed on acceptable terms, or at
all, could force us to delay, limit, reduce or terminate our product development programs, commercialization efforts or other operations.

Since our inception, we have invested a significant portion of our efforts and financial resources in research and development activities for tumor-
specific cancer immunotherapies, and working to establish our in-house manufacturing capabilities. Preclinical studies and clinical trials and additional
research and development activities will require substantial funds to complete. As of September 30, 2019, we had capital resources consisting of cash, cash
equivalents and marketable securities of $151.5 million. We believe that we will continue to expend substantial resources for the foreseeable future in
connection with the development of GRANITE, SLATE, our BiSAb program, and any other future cancer immunotherapy candidates we may choose to
pursue, as well as the continued development of our manufacturing capabilities and other corporate uses. Specifically, in the near term, we expect to incur
substantial expenses as we advance GRANITE and SLATE through clinical development, seek regulatory approval, prepare for and, if approved, proceed to
commercialization, continue our research and development efforts and invest in our manufacturing facility. These expenditures will include costs associated
with conducting preclinical studies and clinical trials, obtaining regulatory approvals, and manufacturing and supply, as well as marketing and selling any
products approved for sale. In addition, other unanticipated costs may arise. Because the
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outcome of any preclinical study or clinical trial is highly uncertain, we cannot reasonably estimate the actual amounts necessary to successfully complete the
development and commercialization of GRANITE, SLATE or any future immunotherapy product candidates.

We believe that our existing cash, cash equivalents and marketable securities will be sufficient to fund our planned operations for at least 12 months
and through preliminary safety and efficacy data for both Phase 1/2 clinical trials for GRANITE and SLATE. However, our operating plans and other
demands on our capital resources may change as a result of many factors currently unknown to us, and we may need to seek additional funds sooner than
planned, through public or private equity or debt financings or other sources, such as strategic collaborations. Such financing may result in dilution to
stockholders, imposition of burdensome debt covenants and repayment obligations, or other restrictions that may affect our business. If we raise additional
funds through licensing or collaboration arrangements with third parties, we may have to relinquish valuable rights to our product candidates, or grant
licenses on terms that are not favorable to us. 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. Attempting to secure additional financing may divert our management from
our day-to-day activities, which may adversely affect our ability to develop our product candidates. In addition, we cannot guarantee that future financing will
be available in sufficient amounts or on terms acceptable to us, if at all.

Our future capital requirements depend on many factors, including:

 • the scope, progress, results and costs of developing our tumor-specific immunotherapy product candidates, and conducting preclinical studies and
clinical trials, including our Phase 1/2 clinical trial for GRANITE, which we initiated in the fourth quarter of 2018;

 • the scope, progress, results and costs of conducting studies and clinical trials for our SLATE product candidate series, including the Phase 1/2
clinical trial for SLATE, which we initiated in mid-2019;

 • the scope, progress, results and costs of conducting drug discovery, preclinical studies and clinical trials for our BiSAb program, for which we
expect to select a product candidate in the fourth quarter of 2019;

 • the timing of, and the costs involved in, obtaining regulatory approvals for our tumor-specific immunotherapy candidates;

 • the number and characteristics of any additional product candidates we develop or acquire;

 • the timing and amount of any milestone, royalty or other payments we are required to make pursuant to any current or future collaboration or
license agreement;

 • the cost of manufacturing our tumor-specific immunotherapies we successfully commercialize, including the cost of scaling up our internal
manufacturing operations;

 • the cost of building a sales force in anticipation of product commercialization;

 • the cost of commercialization activities, including legal, compliance, marketing, sales and distribution costs;

 • our ability to maintain existing, and establish new, strategic collaborations, licensing or other arrangements and the financial terms of any such
agreements, including the timing and amount of any future milestone, royalty or other payments due under any such agreement;

 • any product liability or other lawsuits related to our products;

 • the expenses needed to attract, hire and retain skilled personnel;

 • the costs associated with being a public company;

 • the costs involved in preparing, filing, prosecuting, maintaining, defending and enforcing our intellectual property portfolio; and

 • the timing, receipt and amount of sales of any future approved products, if any.

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 research and development activities or eliminate one or more of our
development programs altogether; or

 • delay, limit, reduce or terminate our efforts to establish manufacturing and sales and marketing capabilities or other activities that may be
necessary to commercialize our tumor-specific immunotherapy candidates, or reduce our flexibility in developing or maintaining our sales and
marketing strategy.

We also could be required to seek funds through arrangements with collaborators or others that may require us to relinquish rights or jointly own
some aspects of our technologies or product candidates that we would otherwise pursue on our own. We do not expect to realize revenue from sales of
products or royalties from licensed products in the foreseeable future, if at all, and unless and until a product candidate is clinically tested, approved for
commercialization and successfully marketed. To date, we have primarily financed
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our operations through the sale of equity securities. We will be required to seek additional funding in the future and currently intend to do so through
collaborations, public or private equity offerings or debt financings, credit or loan facilities or a combination of one or more of these funding sources. Our
ability to raise additional funds will depend on financial, economic and other factors, many of which are beyond our control. Additional funds may not be
available to us on acceptable terms or at all. If we raise additional funds by issuing equity securities, our stockholders will suffer dilution and the terms of any
financing may adversely affect the rights of our stockholders. In addition, as a condition to providing additional funds to us, future investors may demand, and
may be granted, rights superior to those of existing stockholders. Debt financing, if available, is likely to involve restrictive covenants limiting our flexibility
in conducting future business activities, and, in the event of insolvency, debt holders would be repaid before holders of our equity securities received any
distribution of our corporate assets.

Our operating results may fluctuate significantly, which makes our future operating results difficult to predict and could cause our operating results to
fall below expectations.

Our quarterly and annual operating results may fluctuate significantly, which makes it difficult for us to predict our future operating results. These
fluctuations may occur due to a variety of factors, many of which are outside of our control and may be difficult to predict, including:

 • the timing and cost of, and level of investment in, research, development and commercialization activities, which may change from time to time;

 • the timing of receipt of approvals from regulatory authorities in the United States and internationally;

 • the timing and status of enrollment for our clinical trials;

 • the cost of manufacturing, as well as building out our supply chain, which may vary depending on the quantity of production, the cost of
continuing to establish and scale up our internal manufacturing capabilities, and the terms of any agreements we enter into with third-party
suppliers;

 • timing and amount of any milestone, royalty or other payments due under any current or future collaboration or license agreement;

 • coverage and reimbursement policies with respect to our tumor-specific immunotherapy product candidates, if approved, and potential future
drugs that compete with our products;

 • expenditures that we may incur to acquire, develop or commercialize additional products and technologies;

 • the level of demand for our cancer immunotherapy products, if approved, which may vary significantly over time;

 • the timing and success or failure of preclinical studies and clinical trials for our product candidates or competing product candidates, or any other
change in the competitive landscape of our industry, including consolidation among our competitors or partners; and

 • future accounting pronouncements or changes in our accounting policies.

The cumulative effects of these factors could result in large fluctuations and unpredictability in our quarterly and annual operating results. As a
result, comparing our operating results on a period-to-period basis may not be meaningful. Investors should not rely on our past results as an indication of our
future performance.

This variability and unpredictability could also result in our failing to meet the expectations of industry or financial analysts or investors for any
period. If our revenue or operating results fall below the expectations of analysts or investors or below any forecasts we may provide to the market, or if the
forecasts we provide to the market are below the expectations of analysts or investors, the price of our common stock could decline substantially. Such a stock
price decline could occur even when we have met any previously publicly stated revenue or earnings guidance we may provide.

Risks Related to Our Business

Our business is dependent on the successful development, regulatory approval and commercialization of our personalized immunotherapy product
candidate, GRANITE, and our “off-the-shelf” immunotherapy product candidate, SLATE, both of which have recently entered clinical trials.

We have no products approved for sale. Both GRANITE and SLATE are in the early stages of clinical trials. As such, we face significant
translational risk with GRANITE and SLATE specifically and our tumor-specific immunotherapy approach generally. The success of our business, including
our ability to finance our company and generate any revenue in the future, will primarily depend on the successful development, regulatory approval and
commercialization of GRANITE and SLATE, as well as other product candidates derived from our tumor-specific immunotherapy approach, which may
never occur. In the future, we may also become dependent on other product candidates that we may develop or acquire; however, no product candidates based
on our tumor-specific immunotherapy
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approach have been tested in humans and given our early stage of development, it may be many years, if at all, before we have demonstrated the safety and
efficacy of a personalized immunotherapy treatment sufficient to warrant approval for commercialization.

We have not previously submitted a biologics license application, or BLA, to the FDA or similar regulatory approval filings to comparable foreign
authorities, for any product candidate, and we cannot be certain that our product candidates will be successful in clinical trials or receive regulatory approval.
Further, GRANITE, SLATE or any future product candidates may not receive regulatory approval even if they are successful in clinical trials. If we do not
receive regulatory approvals for our product candidates, we may not be able to continue our operations. Even if we successfully obtain regulatory approvals to
market a product candidate, our revenue will be dependent, in part, upon the size of the markets in the territories for which we gain regulatory approval and
have commercial rights. If the markets or patient subsets that we are targeting are not as significant as we estimate, we may not generate significant revenues
from sales of such products, if approved.

We plan to seek regulatory approval to commercialize our product candidates both in the United States and in selected foreign countries. While the
scope of regulatory approval generally is similar in other countries, in order to obtain separate regulatory approval in other countries we must comply with
numerous and varying regulatory requirements of such countries regarding safety and efficacy. Other countries also have their own regulations governing,
among other things, clinical trials and commercial sales, as well as pricing and distribution of our product candidates, and we may be required to expend
significant resources to obtain regulatory approval and to comply with ongoing regulations in these jurisdictions.

The clinical and commercial success of our current and any future product candidates will depend on a number of factors, including the following:

 • our ability to raise any additional required capital on acceptable terms, or at all;

 • our ability to complete IND-enabling studies and successfully submit an IND for future product candidates;

 • timely completion of our preclinical studies and clinical trials, which may be significantly slower, or cost more, than we currently anticipate and
will depend substantially upon the performance of third-party contractors;

 • whether we are required by the FDA or similar foreign regulatory agencies to conduct additional clinical trials or other studies beyond those
planned to support approval of our product candidates;

 • acceptance of our proposed indications and primary endpoint assessments relating to the proposed indications of our product candidates by the
FDA and similar foreign regulatory authorities;

 • our ability to consistently manufacture on a timely basis our personalized and “off-the-shelf” immunotherapy candidates;

 • our ability, and the ability of any third parties with whom we contract, to remain in good standing with regulatory agencies and develop, validate
and maintain commercially viable manufacturing processes that are compliant with current good manufacturing practices, or cGMPs;

 • our ability to demonstrate to the satisfaction of the FDA and similar foreign regulatory authorities the safety, efficacy and acceptable risk-benefit
profile of our product candidates;

 • the prevalence, duration and severity of potential side effects or other safety issues experienced with our product candidates or future approved
products, if any;

 • the timely receipt of necessary marketing approvals from the FDA and similar foreign regulatory authorities;

 • achieving and maintaining, and, where applicable, ensuring that our third-party contractors achieve and maintain, compliance with our
contractual obligations and with all regulatory requirements applicable to our lead product candidates or any future product candidates or
approved products, if any;

 • the willingness of physicians, operators of hospitals and clinics and patients to utilize or adopt our personalized cancer immunotherapy approach;

 • our ability to successfully develop a commercial strategy and thereafter commercialize GRANITE, SLATE or any future product candidates in
the United States and internationally, if approved for marketing, sale and distribution in such countries and territories, whether alone or in
collaboration with others;

 • the availability of coverage and adequate reimbursement from managed care plans, private insurers, government payors (such as Medicare and
Medicaid) and other third-party payors for any of our product candidates that may be approved;

 • the convenience of our treatment or dosing regimen;

 • acceptance by physicians, payors and patients of the benefits, safety and efficacy of our product candidate or any future product candidates, if
approved, including relative to alternative and competing treatments;

 • patient demand for our current or future product candidates, if approved;
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 • our ability to establish and enforce intellectual property rights in and to our product candidates; and

 • our ability to avoid third-party patent interference, intellectual property challenges or intellectual property infringement claims.

These factors, many of which are beyond our control, could cause us to experience significant delays or an inability to obtain regulatory approvals or
commercialize our current or future product candidates. Even if regulatory approvals are obtained, we may never be able to successfully commercialize any
product candidates. Accordingly, we cannot provide assurances that we will be able to generate sufficient revenue through the sale of our product candidate or
any future product candidates to continue our business or achieve profitability.

Our tumor-specific cancer immunotherapy approach is based on novel ideas and technologies that are unproven and may not result in marketable
products, which exposes us to unforeseen risks and makes it difficult for us to predict the time and cost of product development and potential for
regulatory approval.

We are using our proprietary EDGE tumor-antigen prediction platform to develop tumor-specific immunotherapy product candidates to treat cancer.
Our foundational science and product development approach are based on our ability to predict the presence of a patient’s tumor-specific neoantigens, or
TSNA, and develop a TSNA-directed therapy that will elicit a meaningful T cell response. We believe that this approach may offer an improved therapeutic
effect by driving an intense, focused T cell attack selectively upon a patient’s tumor. However, this approach to treating cancer is novel and the scientific
research that forms the basis of our efforts to predict the presence of TSNA and to develop TSNA-directed cancer immunotherapy candidates is both
preliminary and limited. The results of our preclinical animal studies may not translate into humans. For example, our prediction model may fail to accurately
predict the presence of TSNA, resulting in little or no T cell activity, or our therapy may fail to elicit a significant or durable enough T cell response to
effectively destroy a tumor. As such, we cannot assure you that that even if we are able to develop personalized cancer immunotherapy candidates capable of
recognizing TSNA and eliciting a T cell response, that such therapy would safely and effectively treat cancers. We may spend substantial funds attempting to
develop this approach and never succeed in developing a marketable therapeutic.

No regulatory authority has granted approval for a cancer immunotherapy based on a heterologous prime-boost approach. As such, we believe the
FDA has limited experience with evaluating our approach, which may increase the complexity, uncertainty and length of the regulatory approval process for
our product candidates. We may never receive approval to market and commercialize any product candidate. Even if we obtain regulatory approval, the
approval may be for targets, disease indications, lines of therapy or patient populations that are not as broad as we intended or desired or may require labeling
that includes significant use or distribution restrictions or safety warnings. We may be required to perform additional or unanticipated clinical trials to obtain
approval or be subject to post-marketing testing requirements to maintain regulatory approval. If our personalized immunotherapy candidates prove to be
ineffective, unsafe or commercially unviable, our entire technology platform and pipeline would have little, if any, value, which would have a material and
adverse effect on our business, financial condition, results of operations and prospects.

In addition, the regulatory approval process and clinical trial requirements for novel product candidates can be more expensive and take longer than
for other, better known or more extensively studied product candidates. For example, regulatory requirements governing cell therapy and gene therapy
products have changed frequently and may continue to change in the future. In addition to the submission of an IND to the FDA, before initiation of a clinical
trial in the United States, certain human clinical trials subject to the National Institutes of Health, or NIH, Guidelines for Research Involving Recombinant
DNA Molecules, or NIH Guidelines were historically subject to review by the Recombinant DNA Advisory Committee, or RAC. On April 25, 2019, the NIH
revised the NIH Guidelines to remove protocol submission and reporting requirements and to eliminate the role of the RAC in human gene transfer research.
The previous RAC has been renamed the Novel and Exceptional Technology and Research Advisory Committee (NExTRAC), which will advise the NIH
Director on the scientific, safety, ethical, and social issues associated with emerging biotechnologies. These trials will remain subject to the FDA’s oversight
and other clinical trial regulations, and oversight at the local level will continue as otherwise set forth in the NIH Guidelines. Specifically, under the NIH
Guidelines, supervision of human gene transfer trials includes evaluation and assessment by an institutional biosafety committee, or IBC, a local institutional
committee that reviews and oversees research utilizing recombinant or synthetic nucleic acid molecules at that institution. The IBC assesses the safety of the
research and identifies any potential risk to public health or the environment, and such review may result in some delay before initiation of a clinical trial.
While the NIH Guidelines are not mandatory unless the research in question is being conducted at or sponsored by institutions receiving NIH funding of
recombinant or synthetic nucleic acid molecule research, many companies and other institutions not otherwise subject to the NIH Guidelines voluntarily
follow them. Thus, even though we are no longer required to submit a protocol for our product candidates to NIH, we will still be subject to significant
regulatory oversight by the FDA and the applicable IBC and institutional review board, or IRB, of each institution at which we or our collaborators conduct
clinical trials of our product candidates, and changes in applicable regulatory guidelines may lengthen the regulatory review process for our product
candidates, require additional studies or trials, increase development costs, lead to changes in regulatory positions and interpretations or delay or prevent
approval and commercialization of such product candidates.
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Results of earlier studies and trials of our product candidates may not be predictive of future trial results.

Clinical testing is expensive and can take many years to complete, and its outcome is inherently uncertain. Failure or delay can occur at any time
during the clinical trial process. Success in preclinical studies and early clinical trials does not ensure that later clinical trials will be successful. A number of
companies in the biotechnology and pharmaceutical industries have suffered significant setbacks in clinical trials, even after positive results in earlier
preclinical studies or clinical trials. These setbacks have been caused by, among other things, preclinical findings made while clinical trials were underway
and safety or efficacy observations made in clinical trials, including previously unreported adverse events. Notwithstanding any potential promising results in
earlier studies and trials, we cannot be certain that we will not face similar setbacks. Even if our clinical trials are completed, the results may not be sufficient
to obtain regulatory approval for our product candidates. In addition, the results of our preclinical animal studies, including our non-human primate studies,
may not be predictive of the results of outcomes in human clinical trials. For example, our tumor-specific cancer immunotherapy candidates and any future
product candidates may demonstrate different chemical, biological and pharmacological properties in patients than they do in laboratory studies or may
interact with human biological systems in unforeseen or harmful ways. Product candidates in later stages of clinical trials may fail to show the desired
pharmacological properties or safety and efficacy traits despite having progressed through preclinical studies and initial clinical trials. Even if we are able to
initiate and complete clinical trials, the results may not be sufficient to obtain regulatory approval for our product candidates.

Clinical development involves a lengthy and expensive process with an uncertain outcome, and delays can occur for a variety of reasons outside of our
control.

Clinical development 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. Although we initiated our Phase 1/2 clinical trials, GO-004 in the fourth quarter of 2018 and GO-005 in mid-2019, we may
experience delays in enrolling or completing those trials. Additionally, we cannot be certain that studies or trials for GRANITE, SLATE or any future product
candidates will begin on time, not require redesign, enroll an adequate number of subjects on time or be completed on schedule, if at all. Clinical trials can be
delayed or terminated for a variety of reasons, including delays or failures related to:

 • the FDA or comparable foreign regulatory authorities disagreeing as to the design or implementation of our clinical trials;

 • delays in obtaining regulatory authorization to commence a trial;

 • 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;

 • obtaining IRB, and, where required, IBC approval at each trial site;

 • recruiting an adequate number of suitable patients to participate in a trial;

 • having subjects complete a trial or return for post-treatment follow-up;

 • clinical sites deviating from trial protocol or dropping out of a trial;

 • addressing subject safety concerns that arise during the course of a trial;

 • adding a sufficient number of clinical trial sites;

 • obtaining sufficient quantities of product candidate for use in preclinical studies or clinical trials from third-party suppliers; or

 • accessing checkpoint inhibitors for use in combination with our product candidate in preclinical studies or clinical trials, including checkpoint
inhibitors that have not been approved by the FDA for such use.

We may experience numerous adverse or unforeseen events during, or as a result of, preclinical studies and clinical trials that could delay or prevent
our ability to receive marketing approval or commercialize our product candidates, including:

 • we may receive feedback from regulatory authorities that requires us to modify the design of our clinical trials;

 • clinical trials of our product candidates may produce negative or inconclusive results, and we may decide, or regulators may require us, to
conduct additional clinical trials or abandon our development programs, including our personalized cancer immunotherapy program;

 • the number of patients required for clinical trials of our product candidates may be larger than we anticipate, enrollment in these clinical trials
may be slower than we anticipate or participants may drop out of these clinical trials at a higher rate than we anticipate;

 • we or our third-party contractors may fail to comply with regulatory requirements, fail to maintain adequate quality controls, or be unable to
produce sufficient product supply to conduct and complete preclinical studies or clinical trials of our product candidates in a timely manner, or at
all;
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 • we or our investigators might have to suspend or terminate clinical trials of our product candidates for various reasons, including non-compliance
with regulatory requirements, a finding that our product candidates have undesirable side effects or other unexpected characteristics, or a finding
that the participants are being exposed to unacceptable health risks;

 • the cost of clinical trials of our product candidates may be greater than we anticipate;

 • the quality of our product candidates or other materials necessary to conduct preclinical studies or clinical trials of our product candidates may be
insufficient or inadequate;

 • regulators may revise the requirements for approving our product candidates, or such requirements may not be as we anticipate; and

 • future collaborators may conduct clinical trials in ways they view as advantageous to them but that are suboptimal for us.

If we are required to conduct additional clinical trials or other testing of our product candidates beyond those that we currently contemplate, if we are
unable to successfully complete clinical trials of our product candidates or other testing, if the results of these trials or tests are not positive or are only
moderately positive or if there are safety concerns, we may:

 • incur unplanned costs;

 • be delayed in obtaining marketing approval for our product candidates or not obtain marketing approval at all;

 • obtain marketing approval in some countries and not in others;

 • obtain marketing approval for indications or patient populations that are not as broad as intended or desired;

 • obtain marketing approval with labeling that includes significant use or distribution restrictions or safety warnings, including boxed warnings;

 • be subject to additional post-marketing testing requirements, which could be expensive and time consuming; or

 • have the treatment removed from the market after obtaining marketing approval.

We could also encounter delays if a clinical trial is suspended or terminated by us, by the IRBs of the institutions in which such trials are being
conducted, by the Data Safety Monitoring Board, or DSMB, for such trial or by the FDA or other regulatory authorities. Such authorities may suspend or
terminate a clinical trial due to a number of factors, including failure to conduct the clinical trial in accordance with regulatory requirements or our clinical
protocols, inspection of the clinical trial operations or trial site by the FDA or other regulatory authorities resulting in the imposition of a clinical hold,
unforeseen safety issues or adverse side effects, failure to demonstrate a benefit from using a product candidate, changes in governmental regulations or
administrative actions or lack of adequate funding to continue the clinical trial.

Further, conducting clinical trials in foreign countries, as we may do for certain of our product candidates, presents additional risks that may delay
completion of our clinical trials. These risks include the failure of enrolled patients in foreign countries to adhere to clinical protocol as a result of differences
in healthcare services or cultural customs, managing additional administrative burdens associated with foreign regulatory schemes, as well as political and
economic risks relevant to such foreign countries.

Principal investigators for our clinical trials may serve as scientific advisors or consultants to us from time to time and may receive cash or equity
compensation in connection with such services. If these relationships and any related compensation result in perceived or actual conflicts of interest, or a
regulatory authority concludes that the financial relationship may have affected the interpretation of the trial, the integrity of the data generated at the
applicable clinical trial site may be questioned and the utility of the clinical trial itself may be jeopardized, which could result in the delay or rejection of the
marketing application we submit. Any such delay or rejection could prevent or delay us from commercializing our current or future product candidates.

If any of our preclinical studies or clinical trials of our product candidates are delayed or terminated, the commercial prospects of our product
candidates may be harmed, and our ability to generate revenues from any of these product candidates will be delayed or not realized at all. In addition, any
delays in completing our clinical trials may increase our costs, slow down our product candidate development and approval process and jeopardize our ability
to commence product sales and generate revenues. Any of these occurrences may significantly harm our business, financial condition and prospects. In
addition, many of the factors that cause, or lead to, a delay in the commencement or completion of clinical trials may also ultimately lead to the denial of
regulatory approval of our product candidates. If GRANITE, SLATE, any future product candidates or our TSNA prediction platform generally prove to be
ineffective, unsafe or commercially unviable, our entire platform and approach would have little, if any, value, which would have a material and adverse
effect on our business, financial condition, results of operations and prospects.
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As a result of our trial design for GO-004 and GO-005, the Phase 1 portion of the trials will provide little evidence of the efficacy of our personalized
immunotherapy product candidate, GRANITE and the off-the-shelf immunotherapy candidate, SLATE, respectively.

Scientific principles and preclinical data suggest that combination treatment of cancer patients with our TSNA-directed immunotherapy product
candidates plus checkpoint inhibitors is likely to be most effective for our target indications. The Phase 1 portion of both of our Phase 1/2 clinical trials, GO-
004 and GO-005, will, consequently, involve administration of a combination therapy with GRANITE and SLATE, respectively. Notably, all patients in the
Phase 1 portion of these trials will receive anti-PD-1 monoclonal antibodies, or mAb, as background therapy. Some patients in both trials will additionally
receive anti-CTLA-4 mAb. Checkpoint inhibitors such as anti-PD-1 and anti-CTLA-4 mAb are known to be effective treatments in many cancer patients and
elicit objective responses in some patients. Any objective responses observed in our Phase 1 trials will thus be in patients receiving our experimental therapy
together with a checkpoint inhibitor and attribution of objective responses to the effects of GRANITE or SLATE alone will not be possible. We expect that
efficacy will be studied carefully in the respective programs’ Phase 2 cohorts, in which the relative contributions of our personalized and off-the-shelf
immunotherapy candidates and the checkpoint inhibitors will be dissected and quantified to some degree. Of note, patient eligibility for our clinical trials is
determined based, in part, upon predicted immunogenicity of the patient’s tumor. In particular, we only accept patients predicted to have a neoantigenic
burden above a certain threshold. Selection of high-immunogenicity tumors is relevant to interpretation of clinical data, since high immunogenicity (which is
related to high tumor mutational burden) may be a positive prognostic factor that means our selected patients would have a clinical outcome upon standard
therapy which is superior to unselected case controls. As a result, interpretation of “time-to-event” endpoints such as progression-free survival or overall
survival will be challenging without a contemporaneous, randomized control group. As a result, the Phase 1 portions of our respective Phase 1/2 clinical trials
will provide little evidence of the efficacy of GRANITE or SLATE, which may not be fully understood by investors or market participants, potentially leading
to negative effects on our stock price.

We may be unable to obtain regulatory approval for our tumor-specific immunotherapy product candidates under applicable regulatory requirements.
The denial or delay of any such approval would delay commercialization of our product candidates and adversely impact our potential to generate
revenue, our business and our results of operations.

To gain approval to market our tumor-specific immunotherapy product candidates, we must provide the FDA and foreign regulatory authorities with
clinical data that adequately demonstrate the safety and efficacy of the product candidate for the intended indication applied for in the applicable regulatory
filing. Product development is a long, expensive and uncertain process, and delay or failure can occur at any stage of any of our clinical development
programs. A number of companies in the biotechnology and pharmaceutical industries have suffered significant setbacks in clinical trials, even after
promising results in earlier preclinical or clinical trials. These setbacks have been caused by, among other things, preclinical findings made while clinical
studies were underway and safety or efficacy observations made in clinical trials, including previously unreported adverse events. Success in preclinical
testing and early clinical trials does not ensure that later clinical trials will be successful, and the results of clinical trials by other parties may not be indicative
of the results in trials we may conduct.

We have not previously submitted a BLA or any other marketing application to the FDA or similar filings to comparable foreign regulatory
authorities. A BLA or other similar regulatory filing requesting approval to market a product candidate must include extensive preclinical and clinical data
and supporting information to establish that the product candidate is safe, pure and potent for each desired indication. The BLA or other similar regulatory
filing must also include significant information regarding the chemistry, manufacturing and controls for the product.

The research, testing, manufacturing, labeling, approval, sale, marketing and distribution of biologic products are subject to extensive regulation by
the FDA and other regulatory authorities in the United States and other countries, and such regulations differ from country to country. We are not permitted to
market our product candidates in the United States or in any foreign countries until they receive the requisite approval from the applicable regulatory
authorities of such jurisdictions.

The FDA or any foreign regulatory bodies can delay, limit or deny approval of our product candidates for many reasons, including:

 • our inability to demonstrate to the satisfaction of the FDA or the applicable foreign regulatory body that any of our product candidates are safe
and effective for the requested indication;

 • the FDA’s or the applicable foreign regulatory agency’s disagreement with our trial protocol or the interpretation of data from preclinical studies
or clinical trials;

 • our inability to demonstrate that the clinical and other benefits of any of our product candidates outweigh any safety or other perceived risks;

 • the FDA’s or the applicable foreign regulatory agency’s requirement for additional preclinical studies or clinical trials;

 • the FDA’s or the applicable foreign regulatory agency’s non-approval of the formulation, labeling or specifications of GRANITE, SLATE or any
of our future product candidates;
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 • the FDA’s or the applicable foreign regulatory agency’s failure to approve our manufacturing processes and facilities or the facilities of third-
party manufacturers upon which we rely; or

 • the potential for approval policies or regulations of the FDA or the applicable foreign regulatory agencies to significantly change in a manner
rendering our clinical data insufficient for approval.

Of the large number of biopharmaceutical products in development, only a small percentage successfully complete the FDA or other regulatory
bodies’ approval processes and are commercialized.

Even if we eventually complete clinical testing and receive approval from the FDA or applicable foreign agencies for any of our product candidates,
the FDA or the applicable foreign regulatory agency may grant approval contingent on the performance of costly additional clinical trials which may be
required after approval. The FDA or the applicable foreign regulatory agency also may approve our lead product candidate for a more limited indication or a
narrower patient population than we originally requested, and the FDA, or applicable foreign regulatory agency, may not approve our product candidates with
the labeling that we believe is necessary or desirable for the successful commercialization of such product candidates.

Any delay in obtaining, or inability to obtain, applicable regulatory approval would delay or prevent commercialization of our product candidates
and would materially adversely impact our business and prospects.

We have chosen to prioritize development of our personalized immunotherapy candidate, GRANITE, and our off-the-shelf immunotherapy candidate,
SLATE. We may expend our limited resources on candidates or indications that do not yield a successful product and fail to capitalize on other product
candidates or indications for which there may be a greater likelihood of success or may be more profitable.

We are currently developing our personalized cancer immunotherapy candidate based on the prediction of a patient’s TSNA, in order to address a
variety of cancers, including metastatic non-small cell lung cancer, or NSCLC, and gastroesophageal, bladder and colorectal cancers. Our off-the-shelf
product candidate clinical trial will address mutation positive and metastatic and advanced solid tumors, including NSCLC, colorectal and pancreatic cancers.
We have strategically determined to initially focus solely on the development of personalized cancer immunotherapy candidates (including our “off-the-shelf”
immunotherapy candidate) rather than pursue other types of immunotherapies based, in part, on the significant resources required to develop and manufacture
immunotherapies. As a result, we may initially be foregoing other potentially more profitable therapy indications or those with a greater likelihood of success.

Our decisions concerning the allocation of research, development, collaboration, management and financial resources toward particular product
candidates or therapeutic areas may not lead to the development of any viable commercial product and may divert resources away from better opportunities.
Similarly, our potential decisions to delay, terminate or collaborate with third parties in respect of certain programs may subsequently also prove to be
suboptimal and could cause us to miss valuable opportunities. If we make incorrect determinations regarding the viability or market potential of any of our
programs or product candidates or misread trends in the oncology or biopharmaceutical industry, our business, financial condition and results of operations
could be materially adversely affected. As a result, we may fail to capitalize on viable commercial products or profitable market opportunities, be required to
forego or delay pursuit of opportunities with other product candidates or other diseases and disease pathways that may later prove to have greater commercial
potential than those we choose to pursue, or relinquish valuable rights to such product candidates through collaboration, licensing or other royalty
arrangements in cases in which it would have been advantageous for us to invest additional resources to retain development and commercialization rights.

If we are unable to obtain regulatory approval for use of our tumor-specific immunotherapy candidates, GRANITE and SLATE, as a first- and second-
line therapy, our commercial opportunity and profitability may be limited.

Cancer therapies for advanced/metastatic cancers are sometimes characterized as first line, second line or third line, and the FDA often approves new
systemic therapies initially only for third line use. When cancer is detected early enough, surgery plus first-line systemic therapy is sometimes adequate to
cure the cancer. Whenever first-line therapy, usually chemotherapy, hormone therapy, radiotherapy, surgery or a combination of these, proves unsuccessful,
second line therapy may be administered. Second-line therapies often consist of more chemotherapy, radiation, antibody drugs, tumor targeted small
molecules or a combination of these. Third-line therapies can include bone marrow transplantation, antibody and small molecule targeted therapies and new
technologies such as adoptive cell therapies.

Traditionally, novel therapeutics are developed and approved in late (third) line therapy of cancer patients. Such clinical programs carry risk of
failure because patients are often quite frail, with effects of multiple rounds of prior therapy weakening bone marrow, immune systems and general fitness.
Immunotherapy, such as checkpoint inhibitors, has generally been shown to be more effective when used in earlier lines of therapy, with prospect of very
durable responses in some patients and there is a trend towards earlier use of these agents, avoiding in particular cytotoxic chemotherapy agents which carry
substantial toxicity and very little prospect of long-term responses. Tumor-specific immunotherapy product candidates such as GRANITE, as well as “off-the-
shelf” product
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candidates such as SLATE, are expected to be administered in combination with checkpoint inhibitors and can, in principle, be safely used in early lines of
therapy. Our clinical development program also aims to study our products in early stages of cancer treatment (referred to as, adjuvant therapy), which carry a
higher safety bar, and often a greater expectation of efficacy over control arms. Such studies may thus be relatively large and slow to achieve maturity. There
are new tools available to stratify cancer patients for risk of recurrence or progression, such as liquid biopsies that measure the amount of circulating tumor-
derived DNA. We will utilize these tools to attempt to expedite clinical trials in early-stage cancer patients by focusing upon patients at above-average risk of
disease recurrence or progression, which events are typical endpoints in clinical trials. The development of liquid biopsies is at an early stage, however, and
these tools may prove to carry low utility and thus render early-stage cancer trials slow, necessarily large and expensive. The safety of our product candidates
in combination with checkpoint inhibitors in early lines of therapy may also prove to be unacceptable.

We expect to seek approval of our product candidates both as late-line therapy where appropriate, but also as a second line and first line therapy
wherever possible and potentially as adjuvant therapy. There is no guarantee that our product candidates, even if approved in late-line therapy, would be
approved for second-line or first-line or adjuvant therapy. In addition, we may have to conduct additional clinical trials prior to gaining approval for second-
line or first-line or adjuvant therapy.

While our SLATE product is designed to be readily available (off-the-shelf), GRANITE will initially take approximately 16-20 weeks to be
manufactured and released for human use, and this long timeline demands that either patients are consented and entered into our trials when they start a prior
line of therapy, and start our therapy upon disease progression, or we initiate treatment in patients who have entered the maintenance phase of their original
line of treatment. For example, we might enroll newly diagnosed patients who are due to receive front-line chemotherapy and then start their therapy with our
immunotherapy product candidate as second-line treatment when they progress upon front-line chemotherapy or fail to tolerate it. This carries the risk of time
delays or drop-out, i.e. patients may not progress after first-line chemotherapy for a long time, or they may decide not to receive an immunotherapy product
candidate we have manufactured for them, at our expense. Alternatively we may treat first-line patients once they have completed their initial treatment and
have not progressed (called maintenance therapy)—this renders efficacy harder to interpret versus simple treatment studies (any objective response cannot
clearly be attributed to our products) and may be complicated by standard of care treatments which may necessarily be continued alongside our
immunotherapy candidates, further confounding interpretation of efficacy.

Our projections of both the number of people who have the cancers we are targeting, as well as the subset of people with these cancers in a position
to receive third-line therapy and who have the potential to benefit from treatment with our product candidates, are based on our beliefs and estimates. These
estimates have been derived from a variety of sources, including scientific literature, surveys of clinics, patient foundations, and market research and may
prove to be incorrect. Regulatory authorities also may establish narrower definitions around when a patient is ineligible for other treatments than we have
used in our projections, and that would reduce the size of the patient population eligible for our product candidates. Further, new studies may change the
estimated incidence or prevalence of these cancers. The number of patients may turn out to be lower than expected. Additionally, the potentially addressable
patient population for our product candidates may be limited or may not be amenable to treatment with our product candidates. For instance, we anticipate
that only a fraction of colorectal cancer patients will be predicted to have a high enough probability of TSNA presence to merit their inclusion into our
program. Even if we obtain significant market share for our product candidates, because the potential target populations are small, we may never achieve
profitability without obtaining regulatory approval for additional indications, including use as a first-line or second-line therapy.

We may not be successful in our efforts to create a pipeline of immunotherapy candidates or to develop commercially successful products. If we fail to
successfully develop additional product candidates, our commercial opportunity may be limited.

We are committed to developing personalized cancer immunotherapies to fight multiple cancer types and are currently advancing multiple product
candidates to address a variety of cancers, including metastatic NSCLC and colorectal, gastroesophageal, pancreatic, and bladder cancers as well as other
mutation-positive cancers in our SLATE program. Utilizing our EDGE platform, we believe we can develop multiple therapeutic classes of products that will
generate a T cell immune response unleashing the natural power of the immune system on the tumor cells. However, one or more of these alternative
therapeutic products may never be successfully validated in a human. In addition, identifying, developing, obtaining regulatory approval for and
commercializing therapies for the treatment of cancer will require substantial additional funding and is prone to the risks of failure inherent in therapeutic
product development. Research programs to identify product candidates also require substantial technical, financial and human resources, regardless of
whether or not any product candidates are ultimately identified, and, even if our research programs initially show promise in identifying potential product
candidates, they may fail to yield product candidates for clinical development.

We therefore cannot provide any assurance that we will be able to successfully identify additional product candidates, advance any of these
additional product candidates through the development process, successfully commercialize any such additional product candidates, if approved, or assemble
sufficient resources to identify, acquire, develop or, if approved, commercialize additional product candidates. If we are unable to successfully identify,
acquire, develop and commercialize additional product candidates, our commercial opportunity may be limited.
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If we encounter difficulties enrolling patients in our clinical trials, our clinical development activities could be delayed or otherwise adversely affected.

The timely completion of clinical trials in accordance with their protocols depends, among other things, on our ability to enroll a sufficient number
of patients who remain in the study until its conclusion. We may experience difficulties in patient enrollment in our clinical trials for a variety of reasons. The
enrollment of patients depends on many factors, including:

 • the patient eligibility criteria defined in the protocol;

 • the size of the patient population required for analysis of the trial’s primary endpoints;

 • the proximity of patients to trial sites;

 • the design of the trial;

 • our ability to recruit clinical trial investigators with the appropriate competencies and experience;

 • clinicians’ and patients’ perceptions as to the potential advantages of the product candidate being studied in relation to other available therapies,
including any new therapies that may be approved for the indications we are investigating; and

 • our ability to obtain and maintain patient consents.

In addition, our clinical trials may compete with other clinical trials for product candidates that are in the same therapeutic areas as our product
candidates, and this competition will reduce the number and types of patients available to us, because some patients who might have opted to enroll in our
trials may instead opt to enroll in a trial being conducted by one of our competitors. Since the number of qualified clinical investigators is limited, we may
conduct some of our clinical trials at the same clinical trial sites that some of our competitors use, which will reduce the number of patients who are available
for our clinical trials in such clinical trial site.

Further, the targeting of TSNA may result in unforeseen events, including harming healthy tissues in humans. As a result, it is possible that safety
concerns could negatively affect patient enrollment among the patient populations that we intend to treat. Delays in patient enrollment may result in increased
costs or may affect the timing or outcome of the planned clinical trials, which could prevent completion of these trials and adversely affect our ability to
advance the development of our product candidates.

Our tumor-specific immunotherapy product candidates 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 marketing approval, if
any.

As with most biological products, use of our product candidates could be associated with side effects or adverse events which can vary in severity
from minor reactions to death and in frequency from infrequent to prevalent. Undesirable side effects or unacceptable toxicities caused by our product
candidates 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 comparable foreign regulatory authorities. While we have only just initiated patient dosing in our clinical trials of
GRANITE and SLATE and do not have a comprehensive understanding of its risks, it is likely that there will be side effects associated with their use. Results
of our trials could reveal a high and unacceptable severity and prevalence of these or other side effects.

If unacceptable side effects arise in the development of our product candidates, we, the FDA, the IRBs at the institutions in which our studies are
conducted, or the DSMB could suspend or terminate our clinical trials or the FDA or comparable foreign regulatory authorities could order us to cease
clinical trials or deny approval of our product candidates for any or all targeted indications. Treatment-related side effects could also affect patient recruitment
or the ability of enrolled patients to complete any of our clinical trials or result in potential product liability claims. In addition, these side effects may not be
appropriately recognized or managed by the treating medical staff. We expect to have to train medical personnel using our product candidates to understand
the side effect profiles for our clinical trials and upon any commercialization of any of our product candidates. Inadequate training in recognizing or
managing the potential side effects of our product candidates could result in patient injury or death. Any of these occurrences may harm our business,
financial condition and prospects significantly.

In addition, even if we successfully advance one of our tumor-specific immunotherapy product candidates through clinical trials, such trials will
likely only include a limited number of subjects and limited duration of exposure to our product candidates. As a result, we cannot be assured that adverse
effects of our product candidates will not be uncovered when a significantly larger number of patients are exposed to the product candidate. Further, any
clinical trials may not be sufficient to determine the effect and safety consequences of taking our product candidates over a multi-year period.

If any of our product candidates receives marketing approval and we or others later identify undesirable side effects caused by such products, a
number of potentially significant negative consequences could result, including:

 • regulatory authorities may withdraw their approval of the product;
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 • we may be required to recall a product or change the way such product is administered to patients;

 • additional restrictions may be imposed on the marketing of the particular product or the manufacturing processes for the product or any
component thereof;

 • regulatory authorities may require the addition of labeling statements, such as a “black box” warning or a contraindication;

 • we may be required to implement a Risk Evaluation and Mitigation Strategy, or REMS, or create a Medication Guide outlining the risks of such
side effects for distribution to patients;

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

 • the product may become less competitive; and

 • our reputation may suffer.

Any of the foregoing events could prevent us from achieving or maintaining market acceptance of the particular product candidate, if approved, and
result in the loss of significant revenues to us, which would materially and adversely affect our results of operations and business. In addition, if one or more
of our product candidates or our TSNA-directed immunotherapy approach generally prove to be unsafe, our entire technology platform and pipeline could be
affected, which would have a material and adverse effect on our business, financial condition, results of operations and prospects.

Even if one of our tumor-specific immunotherapy product candidates obtains regulatory approval, it may fail to achieve the broad degree of physician
and patient adoption and use necessary for commercial success.

Even if one of our tumor-specific immunotherapy product candidates receives FDA or other regulatory approvals, the commercial success of any of
our current or future product candidates will depend significantly on the broad adoption and use of the resulting product by physicians and patients for
approved indications. The degree and rate of physician and patient adoption of our current or future product candidates, if approved, will depend on a number
of factors, including:

 • the clinical indications for which the product is approved and patient demand for approved products that treat those indications;

 • the safety and efficacy of our product as compared to other available therapies;

 • the time required for manufacture and release of our personalized immunotherapy products;

 • the availability of coverage and adequate reimbursement from managed care plans, private insurers, government payors (such as Medicare and
Medicaid) and other third-party payors for any of our product candidates that may be approved;

 • acceptance by physicians, operators of hospitals and clinics and patients of the product as a safe and effective treatment;

 • physician and patient willingness to adopt a new therapy over other available therapies for a particular indication;

 • proper training and administration of our product candidates by physicians and medical staff;

 • patient satisfaction with the results and administration of our product candidates and overall treatment experience, including, for example, the
convenience of any dosing regimen;

 • the cost of treatment with our product candidates in relation to alternative treatments and reimbursement levels, if any, and willingness to pay for
the product, if approved, on the part of insurance companies and other third-party payers, physicians and patients;

 • the prevalence and severity of side effects;

 • limitations or warnings contained in the FDA-approved labeling for our products;

 • the willingness of physicians, operators of hospitals and clinics and patients to utilize or adopt our products as a solution;

 • any FDA requirement for a REMS;

 • the effectiveness of our sales, marketing and distribution efforts;

 • adverse publicity about our products or favorable publicity about competitive products; and

 • potential product liability claims.

We cannot assure you that our current or future product candidates, if approved, will achieve broad market acceptance among physicians and
patients. Any failure by our product candidates that obtain regulatory approval to achieve market acceptance or commercial success would adversely affect
our results of operations.

We currently manufacture a portion of our initial product candidates internally and rely on qualified third parties to supply components of our initial
product candidate. Our inability to manufacture sufficient quantities of GRANITE, SLATE or any future
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product candidates, or the loss of our third-party suppliers, or our or their failure to comply with applicable regulatory requirements or to supply
sufficient quantities at acceptable quality levels or prices, or at all, would materially and adversely affect our business.

Manufacturing is a vital component of our tumor-specific immunotherapy approach and we have invested significantly in our manufacturing facility.
To ensure timely and consistent product supply assurance to our patients we currently use a hybrid product supply approach whereby certain elements of our
initial product candidates are manufactured internally at our manufacturing facilities in Pleasanton, California, and other elements are manufactured at
qualified third-party contract manufacturing organizations, or CMOs. All internal and third party contract manufacturing is performed under cGMP
guidelines. We plan to internalize a majority of the manufacturing steps in the supply chain to optimize cost and production time, as well as establish full
control over intellectual property and product quality. To do so, we will need to continue to scale up our manufacturing operations, as we do not currently
have the infrastructure or capability internally to manufacture all supplies needed for our product candidates or the materials necessary to produce our product
candidates for use in the conduct of our preclinical studies or clinical trials, and we currently lack the internal resources and the capability to manufacture
certain elements of our product candidates on a clinical scale. Accordingly, we have made, and will be required to continue to make, significant investments
in our manufacturing facility and processing in the future, and our efforts to scale our manufacturing operations may not succeed.

In addition, our facilities and the facilities used by our CMOs to manufacture our product candidates are subject to various regulatory requirements
and may be subject to the inspection of the FDA or other regulatory authorities. We do not control the manufacturing process at our CMOs, and are
completely dependent on them for compliance with current regulatory requirements. If we or our CMOs cannot successfully manufacture material that
conforms to our specifications and the strict regulatory requirements of the FDA or comparable regulatory authorities in foreign jurisdictions, we may not be
able to rely on our or their manufacturing facilities for the manufacture of elements of our product candidates. In addition, we have limited control over the
ability of our CMOs to maintain adequate quality control, quality assurance and qualified personnel. If the FDA or a comparable foreign regulatory authority
finds our facilities or those of our CMOs inadequate for the manufacture of our product candidates or if such facilities are subject to enforcement action in the
future or are otherwise inadequate, we may need to find alternative manufacturing facilities, which would significantly impact our ability to develop, obtain
regulatory approval for or market our product candidates.

Additionally, we and our CMOs may experience manufacturing difficulties due to resource constraints or as a result of labor disputes or unstable
political environments. If we or our CMOs were to encounter any of these difficulties, our ability to provide our product candidate to patients in clinical trials,
or to provide product for the treatment of patients once approved, would be jeopardized.

Our tumor-specific product candidates are biologics with complex and time-consuming manufacturing processes and we may encounter difficulties in
production, particularly with respect to process development or scaling-out of our manufacturing capabilities. If we or any of our third-party
manufacturers encounter such difficulties, our ability to provide supply of our product candidates for clinical trials or our products for patients, if
approved, could be delayed or stopped, or we may be unable to maintain a commercially viable cost structure.

Our tumor-specific immunotherapy product candidates, GRANITE and SLATE, are considered to be biologics and the manufacturing processes are
complex, time-consuming, highly-regulated and subject to multiple risks. The manufacture of our product candidate GRANITE involves extraction of genetic
material from patient tumor samples, while SLATE is designed using known genetic sequences available from public databases.  Both GRANITE and SLATE
require genetic manipulations at the gene sequence level, live cell culture operations, specialized formulations and aseptic fill finish operations. As a result of
these complexities, the cost to manufacture biologics in general, and our personalized immunotherapy GRANITE, in particular, is generally higher than
traditional small molecule chemical compounds, and the manufacturing process is less reliable and more difficult and time-consuming to reproduce. For
example, the entire cGMP manufacturing process from biopsy receipt to the release and shipment of GRANITE to the clinical site for patient administration
will initially take approximately 16-20 weeks. In addition, our manufacturing process for both GRANITE and SLATE are in their early stages of development
and will be susceptible to product loss or failure, or product variation that may adversely impact patient outcomes. Our supply chain may not function
efficiently due to logistical issues associated with but not limited to the collection of a tumor biopsy from the patient, shipping such material to the
manufacturing site, sequencing the biopsy specimen, manufacturing the immunotherapy components, shipping the final immunotherapy back to the patient,
and injecting the patient with the immunotherapy. Manufacturing issues or different product characteristics resulting from process development activities or
even minor deviations during normal manufacturing processes could result in reduced production yields, product defects and other supply disruptions. If for
any reason we lose a patient’s biopsy or an in-process product at any point in the process, the manufacturing process for that patient will need to be restarted
and the resulting delay may adversely affect that patient’s outcome. Because GRANITE is manufactured specifically for an individual patient, we will be
required to maintain a chain of identity and chain of custody with respect to materials as they move from the patient to the manufacturing facility, through the
manufacturing process, and back to the patient. Maintaining such a chain of identity and chain of custody is difficult and complex, and the failure to do so
could result in adverse patient outcomes, loss of product or regulatory action including withdrawal of our products from the market, if licensed.

As part of our process development efforts for GRANITE and SLATE, we also may make changes to our manufacturing processes at various points
during development, for various reasons, such as controlling costs, achieving scale, decreasing processing time, increasing manufacturing success rate, or
other reasons. Such changes carry the risk that they will not achieve their intended
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objectives, and any of these changes could cause our product candidates to perform differently and affect the results of our ongoing clinical trials or future
clinical trials. In some circumstances, changes in the manufacturing process may require us to perform ex vivo comparability studies and to collect additional
data from patients prior to undertaking more advanced clinical trials. For instance, changes in our process during the course of clinical development may
require us to show the comparability of the product used in earlier clinical phases or at earlier portions of a trial to the product used in later clinical phases or
later portions of the trial.

Furthermore, if microbial, viral or other contaminations are discovered in our supply of our product candidates or in our manufacturing facilities or
those of our CMOs, such manufacturing facilities may need to be closed for an extended period of time to investigate and remedy the contamination. We
cannot assure you that any such contaminations or stability failures or other issues relating to the manufacture of our product candidates will not occur in the
future.

We depend on third-party suppliers for key materials used in our manufacturing processes, and the loss of these third-party suppliers or their inability to
supply us with adequate materials could harm our business.

We rely on third-party suppliers for certain materials required for the production of our personalized immunotherapy candidate. Our dependence on
these third-party suppliers and the challenges we may face in obtaining adequate supplies of materials involve several risks, including limited control over
pricing, availability, quality and delivery schedules. As a small company, our negotiation leverage is limited and we are likely to get lower priority than our
competitors that are larger than we are. We cannot be certain that our suppliers will continue to provide us with the quantities of these raw materials that we
require or satisfy our anticipated specifications and quality requirements. Any supply interruption in limited or sole sourced raw materials could materially
harm our ability to manufacture our product candidates until a new source of supply, if any, could be identified and qualified. We may be unable to find a
sufficient alternative supply channel in a reasonable time or on commercially reasonable terms. Any performance failure on the part of our suppliers could
delay the development and potential commercialization of our product candidates, including limiting supplies necessary for clinical trials and regulatory
approvals, which would have a material adverse effect on our business.

We rely on third parties in the conduct of all of our preclinical studies and intend to rely on third parties in the conduct of all of our future clinical trials.
If these third parties do not successfully carry out their contractual duties, fail to comply with applicable regulatory requirements or meet expected
deadlines, we may be unable to obtain regulatory approval for our tumor-specific immunotherapy product candidates.

We currently do not have the ability to independently conduct preclinical studies that comply with the regulatory requirements known as good
laboratory practice, or GLP, requirements. We also do not currently have the ability to independently conduct any clinical trials. The FDA and regulatory
authorities in other jurisdictions require us to comply with regulations and standards, commonly referred to as good clinical practice, or GCP, requirements for
conducting, monitoring, recording and reporting the results of clinical trials, in order to ensure that the data and results are scientifically credible and accurate
and that the trial subjects are adequately informed of the potential risks of participating in clinical trials. We rely on medical institutions, clinical investigators,
contract laboratories and other third parties, such as CROs, to conduct GLP-compliant preclinical studies and GCP-compliant clinical trials on our product
candidates properly and on time. While we have agreements governing their activities, we control only certain aspects of their activities and have limited
influence over their actual performance. The third parties with whom we contract for execution of our GLP-compliant preclinical studies and our GCP-
compliant clinical trials play a significant role in the conduct of these studies and trials and the subsequent collection and analysis of data. These third parties
are not our employees and, except for restrictions imposed by our contracts with such third parties, we have limited ability to control the amount or timing of
resources that they devote to our programs. Although we rely on these third parties to conduct our GLP-compliant preclinical studies and GCP-compliant
clinical trials, we remain responsible for ensuring that each of our preclinical studies and clinical trials is conducted in accordance with its investigational plan
and protocol and applicable laws and regulations, and our reliance on the CROs does not relieve us of our regulatory responsibilities.

Many of the third parties with whom we contract may also have relationships with other commercial entities, including our competitors, for whom
they may also be conducting clinical trials or other drug development activities that could harm our competitive position. Further, under certain
circumstances, these third parties may terminate their agreements with us upon as little as 10 days’ prior written notice. Some of these agreements may also
be terminated by such third parties under certain other circumstances, including our insolvency. If the third parties conducting our preclinical studies or our
clinical trials do not adequately perform their contractual duties or obligations, experience significant business challenges, disruptions or failures, do not meet
expected deadlines, terminate their agreements with us or need to be replaced, or if the quality or accuracy of the data they obtain is compromised due to their
failure to adhere to our protocols or to GLPs/GCPs, or for any other reason, we may need to enter into new arrangements with alternative third parties. This
could be difficult, costly or impossible, and our preclinical studies or clinical trials may need to be extended, delayed, terminated or repeated. As a result, we
may not be able to obtain regulatory approval in a timely fashion, or at all, for the applicable product candidate, our financial results and the commercial
prospects for our product candidates would be harmed, our costs could increase, and our ability to generate revenues could be delayed.
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Inadequate funding for the FDA, the SEC and other government agencies could hinder their ability to hire and retain key leadership and other
personnel, prevent new products and services from being developed or commercialized in a timely manner or otherwise prevent those agencies from
performing normal business functions on which the operation of our business may rely, which could negatively impact our business.

The ability of the FDA to review and approve new products can be affected by a variety of factors, including government budget and funding levels,
ability to hire and retain key personnel and accept the payment of user fees, and statutory, regulatory, and policy changes. Average review times at the agency
have fluctuated in recent years as a result. In addition, government funding of the SEC and other government agencies on which our operations may rely,
including those that fund research and development activities is subject to the political process, which is inherently fluid and unpredictable.

Disruptions at the FDA and other agencies may also slow the time necessary for new drugs to be reviewed and/or approved by necessary government
agencies, which would adversely affect our business. For example, over the last several years, including for thirty five days beginning on December 22, 2018,
the U.S. government has shut down several times and certain regulatory agencies, such as the FDA and the SEC, have had to furlough critical FDA, SEC and
other government employees and stop critical activities. If a prolonged government shutdown occurs, it could significantly impact the ability of the FDA to
timely review and process our regulatory submissions, which could have a material adverse effect on our business.

We face significant competition in an environment of rapid technological and scientific change, and we will face significant competition and our failure
to effectively compete may prevent us from achieving significant market penetration. Most of our competitors have significantly greater resources than we
do and we may not be able to successfully compete.

The biotechnology and pharmaceutical industries in particular are characterized by rapidly advancing technologies, intense competition and a strong
emphasis on developing proprietary therapeutics. We compete with a variety of multinational biopharmaceutical companies and specialized biotechnology
companies, as well as technology being developed at universities and other research institutions. Our competitors have developed, are developing or will
develop product candidates and processes competitive with our product candidates. Competitive therapeutic treatments include those that have already been
approved and accepted by the medical community and any new treatments that enter the market. We believe that a significant number of product candidates
are currently under development, and may become commercially available in the future, for the treatment of diseases and other conditions for which we may
try to develop product candidates. There is intense and rapidly evolving competition in the biotechnology, biopharmaceutical and antibody and
immunoregulatory therapeutics fields. We believe that while our discovery platform, its associated intellectual property and our scientific and technical know-
how give us a competitive advantage in this space, competition from many sources remains. Our competitors include larger and better funded
biopharmaceutical, biotechnological and therapeutics companies. Moreover, we also compete with current and future therapeutics developed at universities
and other research institutions.

Our success will partially depend on our ability to develop and protect therapeutics that are safer and more effective than competing products. Our
commercial opportunity and success will be reduced or eliminated if competing products that are safer, more effective, or less expensive than the therapeutics
we develop.

If either of GRANITE or SLATE is approved, it will compete with a range of therapeutic treatments that are either in development or currently
marketed. Indeed, a variety of oncology drugs and therapeutic biologics are on the market or in clinical development. Such marketed therapies range from
immune checkpoint inhibitors such as Bristol-Myers Squibb Company’s OPDIVO and YERVOY, Merck & Co., Inc.’s KEYTRUDA and Genentech, Inc.’s
TECENTRIQ, and T cell engager immunotherapies such as Amgen, Inc.’s BLINCYTO. The most common therapeutic treatments for common solid tumors
are chemotherapeutic compounds, radiation therapy, targeted therapies and now immunotherapies.

In addition, numerous compounds are in clinical development for cancer treatment. The clinical development pipeline for cancer includes small
molecules, antibodies and immunotherapies from a variety of groups, including in the neoantigen space, the bispecific antibody space and engineered cell
therapy and TCR space. Many of these companies are well-capitalized and, in contrast to us, have significant clinical experience.

Many of our competitors have significantly greater financial, technical, manufacturing, marketing, sales and supply resources or experience than we
do. If we successfully obtain approval for any product candidate, we will face competition based on many different factors, including the safety and
effectiveness of our products, the ease with which our products can be administered and the extent to which patients accept relatively new routes of
administration, the timing and scope of regulatory approvals for these products, the availability and cost of manufacturing, marketing and sales capabilities,
price, reimbursement coverage and patent position. Competing products could present superior treatment alternatives, including by being more effective,
safer, less expensive or marketed and sold more effectively than any products we may develop. Competitive products may make any products we develop
obsolete or noncompetitive before we recover the expense of developing and commercializing our product candidates. Such competitors could also recruit our
employees, which could negatively impact our level of expertise and our ability to execute our business plan.
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The successful commercialization of our product candidates will depend in part on the extent to which governmental authorities, private health insurers,
and other third-party payors provide coverage, adequate reimbursement levels and implement pricing policies favorable for our product candidates.
Failure to obtain or maintain coverage and adequate reimbursement for our product candidates, if approved, could limit our ability to market those
products and decrease our ability to generate revenue.

The availability of coverage and adequacy of reimbursement by managed care plans, governmental healthcare programs, such as Medicare and
Medicaid, private health insurers and other third-party payors are essential for most patients to be able to afford medical services and pharmaceutical products
such as our product candidates that receive FDA approval. Our ability to achieve acceptable levels of coverage and reimbursement for our products or
procedures using our products by third-party payors will have an effect on our ability to successfully commercialize our product candidates. Obtaining
coverage and adequate reimbursement for our products may be particularly difficult because of the higher prices often associated with drugs administered
under the supervision of a physician. Separate reimbursement for the product itself or the treatment or procedure in which our product is used may not be
available. A decision by a third-party payor not to cover or separately reimburse for our products or procedures using our products, could reduce physician
utilization of our products once approved. Assuming there is coverage for our product candidates, or procedures using our product candidates by a third-party
payor, the resulting reimbursement payment rates may not be adequate or may require co-payments that patients find unacceptably high. We cannot be sure
that coverage and reimbursement in the United States, the European Union or elsewhere will be available for our product candidates or procedures using our
product candidates, or any product that we may develop, and any reimbursement that may become available may not be adequate or may be decreased or
eliminated in the future.

Third-party payors increasingly are challenging prices charged for pharmaceutical products and services, and many third-party payors may refuse to
provide coverage and reimbursement for particular drugs or biologics when an equivalent generic drug, biosimilar or a less expensive therapy is available. It
is possible that a third-party payor may consider our product candidates as substitutable and only offer to reimburse patients for the less expensive product.
Even if we show improved efficacy or improved convenience of administration with our product candidates, pricing of existing third-party therapeutics may
limit the amount we will be able to charge for our product candidates. These third-party payors may deny or revoke the reimbursement status of our product
candidates, if approved, or establish prices for our product candidates at levels that are too low to enable us to realize an appropriate return on our investment.
If reimbursement is not available or is available only at limited levels, we may not be able to successfully commercialize our product candidates, and may not
be able to obtain a satisfactory financial return on our product candidates.

There is significant uncertainty related to the insurance coverage and reimbursement of newly-approved products, especially novel products like our
immunotherapy product candidates. No regulatory authority has granted approval for a tumor-specific cancer immunotherapy based on a vaccine approach,
and there is no model for reimbursement of this type of product. The Medicare and Medicaid programs increasingly are used as models in the United States
for how private payors and other governmental payors develop their coverage and reimbursement policies for drugs and biologics. Some third-party payors
may require pre-approval of coverage for new or innovative devices or drug therapies before they will reimburse healthcare providers who use such therapies.
We cannot predict at this time what third-party payors will decide with respect to the coverage and reimbursement for our product candidates.

No uniform policy for coverage and reimbursement for products exists among third-party payors in the United States. Therefore, coverage and
reimbursement for products can differ significantly from payor to payor. As a result, the coverage determination process is often a time-consuming and costly
process that may require us to provide scientific and clinical support for the use of our product candidates to each payor separately, with no assurance that
coverage and adequate reimbursement will be applied consistently or obtained in the first instance. Furthermore, rules and regulations regarding
reimbursement change frequently, in some cases on short notice, and we believe that changes in these rules and regulations are likely.

Outside the United States, international operations are generally subject to extensive governmental price controls and other market regulations, and
we believe the increasing emphasis on cost-containment initiatives in Europe and other countries have and will continue to put pressure on the pricing and
usage of our product candidates. In many countries, the prices of medical products are subject to varying price control mechanisms as part of national health
systems. Other countries allow companies to fix their own prices for medical products, but monitor and control company profits. Additional foreign price
controls or other changes in pricing regulation could restrict the amount that we are able to charge for our product candidates. Accordingly, in markets outside
the United States, the reimbursement for our product candidates may be reduced compared with the United States and may be insufficient to generate
commercially-reasonable revenue and profits.

Moreover, increasing efforts by governmental and third-party payors in the United States and abroad to cap or reduce healthcare costs may cause
such organizations to limit both coverage and the level of reimbursement for newly approved products and, as a result, they may not cover or provide
adequate payment for our product candidates. We expect to experience pricing pressures in connection with the sale of our product candidates due to the trend
toward managed health care, the increasing influence of health maintenance organizations and additional legislative changes. The downward pressure on
healthcare costs in general, particularly prescription drugs and biologics and surgical procedures and other treatments, has become intense. As a result,
increasingly high barriers are being erected to the entry of new products.
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If we are unable to support demand for our existing or future services, including ensuring that we have adequate capacity to meet increased demand, or
we are unable to successfully manage the evolution of our EDGE platform, our business could suffer.

As the demand for our personalized and off-the-shelf immunotherapy candidates increases with our clinical trial needs, we will need to continue to
increase our workflow capacity for sample intake and general process improvements, expand our internal quality assurance program, and extend our EDGE
platform based on additional tumor data collected from our clinical trials at a larger scale within expected turnaround times. We will need additional certified
laboratory scientists and technicians and other scientific and technical personnel to process higher volumes of tumor biopsies. Portions of our process are not
automated and will require additional personnel to scale. We will also need to purchase additional equipment, some of which can take several months or more
to procure, set up, and validate, and increase our software and computing capacity to meet increased volume. There is no assurance that any of these increases
in scale, expansion of personnel, equipment, software and computing capacities, or process enhancements will be successfully implemented, or that we will
have adequate space in our laboratory facilities to accommodate such required expansion.

As we progress into clinical development and expand our manufacturing capabilities, we will need to incorporate new equipment, implement new
technology systems and laboratory processes, and hire new personnel with different qualifications. Failure to manage this growth or transition could result in
turnaround time delays, higher service costs, declining service quality, deteriorating customer service, and slower responses to competitive challenges. A
failure in any one of these areas could make it difficult for us to meet market expectations for our services and could damage our reputation and the prospects
for our business.

We currently have no sales organization. If we are unable to establish sales capabilities on our own or through third parties, we may not be able to market
and sell our product candidates effectively in the United States and foreign jurisdictions, if approved, or generate product revenue.

We currently do not have a marketing or sales organization. In order to commercialize our product candidates, if approved, in the United States and
foreign jurisdictions, we must build our marketing, sales, distribution, managerial and other non-technical capabilities or make arrangements with third parties
to perform these services, and we may not be successful in doing so. If any of our product candidates receive regulatory approval, we expect to establish a
sales organization with technical expertise and supporting distribution capabilities to commercialize each such product candidate, which will be expensive
and time consuming. We have no prior experience in the marketing, sale and distribution of pharmaceutical products and there are significant risks involved
in building and managing a sales organization, including our ability to hire, retain, and incentivize qualified individuals, generate sufficient sales leads,
provide adequate training to sales and marketing personnel, and effectively manage a geographically dispersed sales and marketing team. Any failure or delay
in the development of our internal sales, marketing and distribution capabilities would adversely impact the commercialization of these products. We may
choose to collaborate with third parties that have direct sales forces and established distribution systems, either to augment our own sales force and
distribution systems or in lieu of our own sales force and distribution systems. If we are unable to enter into such arrangements on acceptable terms or at all,
we may not be able to successfully commercialize our product candidates. If we are not successful in commercializing our product candidates or any future
product candidates, either on our own or through arrangements with one or more third parties, we may not be able to generate any future product revenue and
we would incur significant additional losses.

We will need to increase the size of our organization, and we may experience difficulties in managing growth.

As of September 30, 2019, we had 164 full-time employees. We will need to continue to expand our managerial, operational, finance and other
resources in order to manage our operations and clinical trials, continue our development activities and commercialize our lead product candidate or any
future product candidates. Our management and personnel, systems and facilities currently in place may not be adequate to support this future growth. Our
need to effectively execute our growth strategy requires that we:

 • manage our preclinical studies and clinical trials effectively;

 • identify, recruit, retain, incentivize and integrate additional employees, including sales personnel;

 • manage our internal development and operational efforts effectively while carrying out our contractual obligations to third parties; and

 • continue to improve our operational, financial and management controls, reports systems and procedures.
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If we fail to attract and retain senior management and key scientific personnel, our business may be materially and adversely affected.

Our success depends in part on our continued ability to attract, retain and motivate highly qualified management, clinical and scientific personnel.
We are highly dependent upon our senior management, particularly our President and Chief Executive Officer, as well as our senior scientists and other
members of our senior management team. The loss of services of any of these individuals could delay or prevent the successful development of our products,
initiation or completion of our planned clinical trials or the commercialization of our lead product candidate or any future product candidates.

Competition for qualified personnel in the biotechnology and biopharmaceutical fields is intense due to the limited number of individuals who
possess the skills and experience required by our industry. We will need to hire additional personnel as we expand our clinical development and if we initiate
commercial activities. We may not be able to attract and retain quality personnel on acceptable terms, or at all. In addition, to the extent we hire personnel
from competitors, we may be subject to allegations that they have been improperly solicited or that they have divulged proprietary or other confidential
information, or that their former employers own their research output.

If product liability lawsuits are brought against us, we may incur substantial liabilities and may be required to limit commercialization of our current or
future product candidates.

We face an inherent risk of product liability as a result of the planned clinical testing of our product candidates and will face an even greater risk if
we commercialize any products. For example, we may be sued if any product we develop allegedly causes injury or is found to be otherwise unsuitable during
product testing, manufacturing, marketing or sale. Any such product liability claims may include allegations of defects in manufacturing, defects in design, a
failure to warn of dangers inherent in the product, negligence, strict liability, and a breach of warranty. Claims could also be asserted under state consumer
protection acts. If we cannot successfully defend ourselves against product liability claims, we may incur substantial liabilities or be required to limit
commercialization of our product candidates. Even successful defense would require significant financial and management resources. Regardless of the
merits or eventual outcome, liability claims may result in:

 • decreased demand for our current or future product candidates;

 • injury to our reputation;

 • withdrawal of clinical trial participants;

 • costs to defend the related litigation;

 • a diversion of management’s time and our resources;

 • substantial monetary awards to trial participants or patients;

 • regulatory investigations, product recalls, withdrawals or labeling, marketing or promotional restrictions;

 • loss of revenue; and

 • the inability to commercialize our current or any future product candidates.

Our inability to obtain and maintain sufficient product liability insurance at an acceptable cost and scope of coverage to protect against potential
product liability claims could prevent or inhibit the commercialization of our current or any future product candidates we develop. We currently carry product
liability insurance covering our clinical trials in the amount of $10.0 million in the aggregate. Although we maintain such insurance, any claim that may be
brought against us could result in a court judgment or settlement in an amount that is not covered, in whole or in part, by our insurance or that is in excess of
the limits of our insurance coverage. Our insurance policies also have various exclusions and deductibles, and we may be subject to a product liability claim
for which we have no coverage. We will have to pay any amounts awarded by a court or negotiated in a settlement that exceed our coverage limitations or that
are not covered by our insurance, and we may not have, or be able to obtain, sufficient funds to pay such amounts. Moreover, in the future, we may not be
able to maintain insurance coverage at a reasonable cost or in sufficient amounts to protect us against losses. If and when we obtain approval for marketing
any of our product candidates, we intend to expand our insurance coverage to include the sale of such product candidate; however, we may be unable to
obtain this liability insurance on commercially reasonable terms or at all.
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Our strategic collaboration with bluebird bio, or any future collaboration arrangements that we may enter into, may not be successful, which could
significantly limit the likelihood of receiving the potential economic benefits of the collaboration and adversely affect our ability to develop and
commercialize our product candidates.

In August 2018, we entered into a strategic collaboration with bluebird bio to utilize our EDGE platform to identify and validate tumor-specific
targets and provide TCRs directed to ten selected targets for use in bluebird bio’s cell therapy products. Under the collaboration, we are entitled to receive up
to an aggregate of $1.2 billion in development, regulatory and commercial milestones and tiered single digit royalties on sales of bluebird bio’s cell therapy
products utilizing the TCRs we develop directed at the targets we discovered. In addition, in the future we may seek to enter into additional collaboration
arrangements for the development or commercialization of certain of our product candidates depending on the merits of retaining commercialization rights for
ourselves as compared to entering into collaboration arrangements. To the extent that we decide to enter into collaboration agreements in the future, we may
face significant competition in seeking appropriate collaborators. Moreover, any collaboration arrangements are complex and time-consuming to negotiate,
document, implement and maintain and challenging to manage. We may not be successful in our efforts with bluebird bio and we may never receive any
milestone or royalty payments. Further, we may be unable to prudently manage our existing collaboration or to enter new ones should we chose to do so. The
terms of new collaborations or other arrangements that we may establish may not be favorable to us.

The success of our collaboration arrangements will depend heavily on the efforts and activities of our collaborators. Collaborations are subject to
numerous risks, which may include risks that:

 • collaborators have significant discretion in determining the efforts and resources that they will apply to collaborations;

 • collaborators may not pursue development and commercialization of our product candidates or may elect not to continue or renew development
or commercialization programs based on clinical trial results, changes in their strategic focus due to their acquisition of competitive products or
their internal development of competitive products, availability of funding or other external factors, such as a business combination that diverts
resources or creates competing priorities;

 • collaborators may delay clinical trials, provide insufficient funding for a clinical trial program, stop a clinical trial, abandon a product candidate,
repeat or conduct new clinical trials or require a new formulation of a product candidate for clinical testing;

 • collaborators could independently develop, or develop with third parties, products that compete directly or indirectly with our products or product
candidates;

 • a collaborator with marketing, manufacturing and distribution rights to one or more products may not commit sufficient resources to or otherwise
not perform satisfactorily in carrying out these activities;

 • we could grant exclusive rights to our collaborators that would prevent us from collaborating with others;

 • collaborators may not properly maintain or defend our intellectual property rights or may use our intellectual property or proprietary information
in a way that gives rise to actual or threatened litigation that could jeopardize or invalidate our intellectual property or proprietary information or
expose us to potential liability;

 • disputes may arise between us and a collaborator that causes the delay or termination of the research, development or commercialization of our
current or future product candidates or that results in costly litigation or arbitration that diverts management attention and resources;

 • collaborations may be terminated, and, if terminated, this may result in a need for additional capital to pursue further development or
commercialization of the applicable current or future product candidates;

 • collaborators may own or co-own intellectual property covering products that result from our collaboration with them, and in such cases, we
would not have the exclusive right to develop or commercialize such intellectual property;

 • disputes may arise with respect to the ownership of any intellectual property developed pursuant to our collaborations; and

 • a collaborator’s sales and marketing activities or other operations may not be in compliance with applicable laws resulting in civil or criminal
proceedings.

If we engage in future acquisitions or strategic partnerships, this may increase our capital requirements, dilute our stockholders, cause us to incur debt or
assume contingent liabilities, and subject us to other risks.

We may evaluate various acquisitions and strategic partnerships, including licensing or acquiring complementary products, intellectual property
rights, technologies, or businesses. Any potential acquisition or strategic partnership may entail numerous risks, including:

 • increased operating expenses and cash requirements;

 • the assumption of additional indebtedness or contingent liabilities;

 • the issuance of our equity securities;
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 • assimilation of operations, intellectual property and products of an acquired company, including difficulties associated with integrating new
personnel;

 • the diversion of our management’s attention from our existing product programs and initiatives in pursuing such a strategic merger or acquisition;

 • retention of key employees, the loss of key personnel, and uncertainties in our ability to maintain key business relationships;

 • risks and uncertainties associated with the other party to such a transaction, including the prospects of that party and their existing products or
product candidates and regulatory approvals; and

 • our inability to generate revenue from acquired technology and/or products sufficient to meet our objectives in undertaking the acquisition or
even to offset the associated acquisition and maintenance costs.

In addition, if we undertake acquisitions, we may issue dilutive securities, assume or incur debt obligations, incur large one-time expenses and
acquire intangible assets that could result in significant future amortization expense. Moreover, we may not be able to locate suitable acquisition opportunities
and this inability could impair our ability to grow or obtain access to technology or products that may be important to the development of our business.

We or the third parties upon whom we depend may be adversely affected by earthquakes or other natural disasters and our business continuity and
disaster recovery plans may not adequately protect us from a serious disaster.

Our corporate headquarters and certain of our other facilities, including our manufacturing facility, are located in the San Francisco Bay Area, which
in the past has experienced both severe earthquakes and wildfires. We do not carry earthquake insurance. Earthquakes, wildfires or other natural disasters
could severely disrupt our operations, and have a material adverse effect on our business, results of operations, financial condition and prospects.

If a natural disaster, power outage or other event occurred that prevented us from using all or a significant portion of our headquarters or other
facilities, that damaged critical infrastructure, such as our enterprise financial systems or manufacturing resource planning and enterprise quality systems, or
that otherwise disrupted operations, it may be difficult or, in certain cases, impossible, for us to continue our business for a substantial period of time. The
disaster recovery and business continuity plans we have in place currently are limited and are unlikely to prove adequate in the event of a serious disaster or
similar event. We may incur substantial expenses as a result of the limited nature of our disaster recovery and business continuity plans, which, particularly
when taken together with our lack of earthquake insurance, could have a material adverse effect on our business.

Furthermore, integral parties in our supply chain are similarly vulnerable to natural disasters or other sudden, unforeseen and severe adverse events.
If such an event were to affect our supply chain, it could have a material adverse effect on our business.

We depend on our information technology systems, and any failure of these systems could harm our business. Security breaches, loss of data, and other
disruptions could compromise sensitive information related to our business or prevent us from accessing critical information and expose us to liability,
which could adversely affect our business, results of operations and financial condition.

We collect and maintain information in digital form that is necessary to conduct our business, and we are increasingly dependent on information
technology systems and infrastructure to operate our business, including our laboratory information management system and our EDGE platform. In the
ordinary course of our business, we collect, store and transmit large amounts of confidential information, including intellectual property, proprietary business
information and personal information. It is critical that we do so in a secure manner to maintain the confidentiality and integrity of such confidential
information. We have established physical, electronic and organizational measures to safeguard and secure our systems to prevent a data compromise, and
rely on commercially available systems, software, tools, and monitoring to provide security for our information technology systems and the processing,
transmission and storage of digital information. We have also outsourced elements of our information technology infrastructure, and as a result a number of
third-party vendors may or could have access to our confidential information. Our internal information technology systems and infrastructure, and those of
our current and any future collaborators, contractors and consultants and other third parties on which we rely, are vulnerable to damage from computer
viruses, malware, natural disasters, terrorism, war, telecommunication and electrical failures, cyber-attacks or cyber-intrusions over the Internet, attachments
to emails, persons inside our organization, or persons with access to systems inside our organization.
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The risk of a security breach or disruption or data loss, particularly through cyber-attacks or cyber intrusion, including by computer hackers, foreign
governments and cyber terrorists, has generally increased as the number, intensity and sophistication of attempted attacks and intrusions from around the
world have increased. In addition, the prevalent use of mobile devices that access confidential information increases the risk of data security breaches, which
could lead to the loss of confidential information or other intellectual property. The costs to us to mitigate network security problems, bugs, viruses, worms,
malicious software programs and security vulnerabilities could be significant, and while we have implemented security measures to protect our data security
and information technology systems, our efforts to address these problems may not be successful, and these problems could result in unexpected
interruptions, delays, cessation of service and other harm to our business and our competitive position. If such an event were to occur and cause interruptions
in our operations, it could result in a material disruption of our product development programs. For example, the loss of clinical trial data from completed or
ongoing or planned clinical trials could result in delays in our regulatory approval efforts and significantly increase our costs to recover or reproduce the data.
Moreover, if a computer security breach affects our systems or results in the unauthorized release of personally identifiable information, our reputation could
be materially damaged. In addition, such a breach may require notification to governmental agencies, the media or individuals pursuant to various federal and
state privacy and security laws, if applicable, including the Health Insurance Portability and Accountability Act of 1996, or HIPAA, as amended by the Health
Information Technology for Clinical Health Act of 2009, or HITECH, and its implementing rules and regulations, as well as regulations promulgated by the
Federal Trade Commission and state breach notification laws. We would also be exposed to a risk of loss or litigation and potential liability, which could
materially adversely affect our business, results of operations and financial condition.

Our employees and independent contractors, including principal investigators, consultants, commercial collaborators, service providers and other
vendors may engage in misconduct or other improper activities, including noncompliance with regulatory standards and requirements, which could have
an adverse effect on our results of operations.

We are exposed to the risk that our employees and independent contractors, including principal investigators, consultants, any future commercial
collaborators, service providers and other vendors may engage in misconduct or other illegal activity. Misconduct by these parties could include intentional,
reckless and/or negligent conduct or other unauthorized activities that violate the laws and regulations of the FDA and other similar regulatory bodies,
including those laws that require the reporting of true, complete and accurate information to such regulatory bodies; manufacturing standards; U.S. federal
and state healthcare fraud and abuse, data privacy laws and other similar non-U.S. laws; or laws that require the true, complete and accurate reporting of
financial information or data. Activities subject to these laws also involve the improper use or misrepresentation of information obtained in the course of
clinical trials, the creation of fraudulent data in our preclinical studies or clinical trials, or illegal misappropriation of product, which could result in regulatory
sanctions and cause serious harm to our reputation. It is not always possible to identify and deter misconduct by employees and other third-parties, and the
precautions we take to detect and prevent this activity may not be effective in controlling unknown or unmanaged risks or losses or in protecting us from
governmental investigations or other actions or lawsuits stemming from a failure to be in compliance with such laws or regulations. In addition, we are
subject to the risk that a person or government could allege such fraud or other misconduct, even if none occurred. If any such actions are instituted against
us, and we are not successful in defending ourselves or asserting our rights, those actions could have a significant impact on our business and financial results,
including, without limitation, the imposition of significant civil, criminal and administrative penalties, damages, monetary fines, disgorgement, possible
exclusion from participation in Medicare, Medicaid and other U.S. federal healthcare programs or healthcare programs in other jurisdictions, integrity
oversight and reporting obligations to resolve allegations of non-compliance, individual imprisonment, other sanctions, contractual damages, reputational
harm, diminished profits and future earnings and curtailment of our operations, any of which could adversely affect our ability to operate our business and our
results of operations.

Our business involves the use of hazardous materials and we and our third-party manufacturers and suppliers must comply with environmental laws and
regulations, which can be expensive and restrict how we do business.

Our research and development activities and our third-party manufacturers’ and suppliers’ activities involve the controlled storage, use and disposal
of hazardous materials owned by us, including the components of our product and product candidates and other hazardous compounds. We and any third-
party manufacturers and suppliers we engage are subject to numerous federal, state and local environmental, health and safety laws, regulations and
permitting requirements, including those governing laboratory procedures; the generation, handling, use, storage, treatment, and disposal of hazardous and
regulated materials and wastes; the emission and discharge of hazardous materials into the ground, air and water; and employee health and safety. Our
operations involve the use of hazardous and flammable materials, including chemicals and biological and radioactive materials. Our operations also produce
hazardous waste. In some cases, these hazardous materials and various wastes resulting from their use are stored at our and our third-party manufacturers’
facilities pending their use and disposal. We generally contract with third parties for the disposal of these materials and wastes. We cannot eliminate the risk
of contamination, which could cause an interruption of our commercialization efforts, research and development efforts and business operations,
environmental damage resulting in costly clean-up and liabilities under applicable laws and regulations governing the use, storage, handling and disposal of
these materials and specified waste products.

Although we believe that the safety procedures utilized by us and our third-party manufacturers for handling and disposing of these materials
generally comply with the standards prescribed by these laws and regulations, we cannot guarantee that this is the case or
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eliminate the risk of accidental contamination or injury from these materials. Under certain environmental laws, we could be held responsible for costs
relating to any contamination at our current or past facilities and at third-party facilities. In such an event, we may be held liable for any resulting damages
and such liability could exceed our resources and state or federal or other applicable authorities may curtail our use of certain materials and/or interrupt our
business operations. Furthermore, environmental laws and regulations are complex, change frequently and have tended to become more stringent. We cannot
predict the impact of such changes and cannot be certain of our future compliance.

Compliance with applicable environmental laws and regulations may be expensive, and current or future environmental laws and regulations may
impair our research, product development and manufacturing efforts. In addition, we cannot entirely eliminate the risk of accidental injury or contamination
from these materials or wastes. Although we maintain workers’ compensation insurance to cover us for costs and expenses we may incur due to injuries to
our employees resulting from the use of hazardous materials, this insurance may not provide adequate coverage against potential liabilities. We do not carry
specific biological or hazardous waste insurance coverage, and our property, casualty, and general liability insurance policies specifically exclude coverage
for damages and fines arising from biological or hazardous waste exposure or contamination. Accordingly, in the event of contamination or injury, we could
be held liable for damages or be penalized with fines in an amount exceeding our resources, and our clinical trials or regulatory approvals could be suspended,
which could have a material adverse effect on our business, results of operations and financial condition.

Risks Related to Intellectual Property

Our success depends on our ability to protect our intellectual property and our proprietary technologies.

Our commercial success depends in part on our ability to obtain and maintain patent protection and trade secret protection for our product
candidates, proprietary technologies and their uses as well as our ability to operate without infringing upon the proprietary rights of others. We generally seek
to protect our proprietary position by filing patent applications in the United States and abroad related to our product candidates, proprietary technologies and
their uses that are important to our business. Our patent applications cannot be enforced against third parties practicing the technology claimed in such
applications unless, and until, patents issue from such applications, and then only to the extent the issued claims cover the technology. There can be no
assurance that our patent applications or those of our licensors will result in additional patents being issued or that issued patents will afford sufficient
protection against competitors with similar technology, nor can there be any assurance that the patents issued will not be infringed, designed around or
invalidated by third parties. Even issued patents may later be found invalid or unenforceable or may be modified or revoked in proceedings instituted by third
parties before various patent offices or in courts. The degree of future protection for our proprietary rights is uncertain. Only limited protection may be
available and may not adequately protect our rights or permit us to gain or keep any competitive advantage. If we do not adequately protect our intellectual
property and proprietary technology, competitors may be able to use our product candidates and proprietary technologies and erode or negate any competitive
advantage we may have, which could have a material adverse effect on our financial condition and results of operations.

We have applied, and we intend to continue applying, for patents covering aspects of our product candidates, proprietary technologies and their uses
that we deem appropriate. However, we may not be able to apply for patents on certain aspects of our current or future product candidates, proprietary
technologies and their uses in a timely fashion, at a reasonable cost, in all jurisdictions, or at all, and any potential patent coverage we obtain may not be
sufficient to prevent substantial competition. As of September 30, 2019, our solely owned patent portfolio includes 20 pending U.S. patent applications and
60 pending foreign patent applications and one issued U.S. patent relating to the use of a predictive model to identify neoantigens, particularly where the
predictive model was trained using mass spectrometry data. We cannot be certain that the claims in any of our patent applications will be considered
patentable by the United States Patent and Trademark Office, or USPTO, courts in the United States or by the patent offices and courts in foreign countries,
nor can we be certain that the claims in our issued patents will not be found invalid or unenforceable if challenged.

The patent application process is subject to numerous risks and uncertainties, and there can be no assurance that we or any of our actual or potential
future collaborators will be successful in protecting our product candidates, proprietary technologies and their uses by obtaining and defending patents. These
risks and uncertainties include the following:

 • the USPTO and various foreign governmental patent agencies require compliance with a number of procedural, documentary, fee payment and
other provisions during the patent process, the noncompliance with which can result in abandonment or lapse of a patent or patent application,
and partial or complete loss of patent rights in the relevant jurisdiction;

 • patent applications may not result in any patents being issued;

 • patents that may be issued or in-licensed may be challenged, invalidated, modified, revoked, circumvented, found to be unenforceable or
otherwise may not provide any competitive advantage;

 • our competitors, many of whom have substantially greater resources than we do and many of whom have made significant investments in
competing technologies, may seek or may have already obtained patents that will limit, interfere with or eliminate our ability to make, use and
sell our potential product candidates;
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 • other parties may have designed around our claims or developed technologies that may be related or competitive to our platform, may have filed
or may file patent applications and may have received or may receive patents that overlap or conflict with our patent applications, either by
claiming the same methods or devices or by claiming subject matter that could dominate our patent position;

 • any successful opposition to any patents owned by or licensed to us could deprive us of rights necessary for the practice of our technologies or
the successful commercialization of any products or product candidates that we may develop;

 • because patent applications in the United States and most other countries are confidential for a period of time after filing, we cannot be certain
that we or our licensors were the first to file any patent application related to our product candidates, proprietary technologies and their uses;

 • an interference proceeding can be provoked by a third party or instituted by the USPTO to determine who was the first to invent any of the
subject matter covered by the patent claims of our applications for any application with an effective filing date before March 16, 2013;

 • there may be significant pressure on the U.S. government and international governmental bodies to limit the scope of patent protection both
inside and outside the United States for disease treatments that prove successful, as a matter of public policy regarding worldwide health
concerns; and

 • countries other than the United States may have patent laws less favorable to patentees than those upheld by U.S. courts, allowing foreign
competitors a better opportunity to create, develop and market competing product candidates.

The patent position of biopharmaceutical companies generally is highly uncertain, involves complex legal and factual questions, and has been the
subject of much litigation in recent years. Moreover, the patent prosecution process is also expensive and time-consuming, and we may not be able to file and
prosecute all necessary or desirable patent applications at a reasonable cost or in a timely manner. It is also possible that we will fail to identify patentable
aspects of our research and development output before it is too late to obtain patent protection. Although we enter into non-disclosure and confidentiality
agreements with parties who have access to patentable aspects of our research and development output, such as our employees, corporate collaborators,
outside scientific collaborators, CROs, contract manufacturers, consultants, advisors and other third parties, any of these parties may breach such agreements
and disclose such output before a patent application is filed, thereby jeopardizing our ability to seek patent protection.

The issuance of a patent is not conclusive as to its inventorship, scope, validity or enforceability, and our patents, if issued, or the patent rights that
we license from others, may be challenged in the courts or patent offices in the United States and abroad. Once granted, patents may remain open to
opposition, interference, re-examination, post-grant review, inter partes review, nullification or derivation action in court or before patent offices or similar
proceedings for a given period after allowance or grant, during which time third parties can raise objections against such initial grant. Such challenges may
result in loss of exclusivity or in patent claims being narrowed, invalidated or held unenforceable, which could limit our ability to stop others from using or
commercializing similar or identical products, or limit the duration of the patent protection of our products and product candidates. Given the amount of time
required for the development, testing and regulatory review of new product candidates, patents protecting such candidates might expire before or shortly after
such candidates are commercialized. As a result, our intellectual property may not provide us with sufficient rights to exclude others from commercializing
products similar or identical to ours.

Our ability to enforce our patent rights depends on our ability to detect infringement. It may be difficult to detect infringers who do not advertise the
components or methods that are used in connection with their products and services. Moreover, it may be difficult or impossible to obtain evidence of
infringement in a competitor’s or potential competitor’s product or service. We may not prevail in any lawsuits that we initiate and the damages or other
remedies awarded if we were to prevail may not be commercially meaningful.

In addition, proceedings to enforce or defend our patents could put our patents at risk of being invalidated, held unenforceable or interpreted
narrowly. Such proceedings could also provoke third parties to assert claims against us, including that some or all of the claims in one or more of our patents
are invalid or otherwise unenforceable. If any of our patents covering our products are invalidated or found unenforceable, or if a court found that valid,
enforceable patents held by third parties covered one or more of our products, our competitive position could be harmed or we could be required to incur
significant expenses to enforce or defend our rights. If we initiate lawsuits to protect or enforce our patents, or litigate against third-party claims, such
proceedings would be expensive and would divert the attention of our management and technical personnel.

The degree of future protection for our proprietary rights is uncertain, and we cannot ensure that:

 • any of our patents, or any of our pending patent applications, if issued, or those of our licensors, will include claims having a scope sufficient to
protect our products;

 • any of our pending patent applications or those of our licensors may issue as patents;

 • others will not or may not be able to make, use, offer to sell, or sell products that are the same as or similar to our own but that are not covered by
the claims of the patents that we own or license;
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 • we will be able to successfully commercialize our products on a substantial scale, if approved, before the relevant patents that we own or license
expire;

 • we were the first to make the inventions covered by each of the patents and pending patent applications that we own or license;

 • we or our licensors were the first to file patent applications for these inventions;

 • others will not develop similar or alternative technologies that do not infringe the patents we own or license;

 • any of the patents we own or license will be found to ultimately be valid and enforceable;

 • any patents issued to us or our licensors will provide a basis for an exclusive market for our commercially viable products or will provide us with
any competitive advantages;

 • a third party may not challenge the patents we own or license and, if challenged, a court would hold that such patents are valid, enforceable and
infringed;

 • we may develop or in-license additional proprietary technologies that are patentable;

 • the patents of others will not have an adverse effect on our business;

 • our competitors do not conduct research and development activities in countries where we do not have enforceable patent rights and then use the
information learned from such activities to develop competitive products for sale in our major commercial markets;

 • we will develop additional proprietary technologies or products that are separately patentable; or

 • our commercial activities or products will not infringe upon the patents of others.

Where we obtain licenses from or collaborate with third parties, in some circumstances, we may not have the right to control the preparation, filing
and prosecution of patent applications, or to maintain the patents, covering technology that we license from third parties, or such activities, if controlled by us,
may require the input of such third parties. We may also require the cooperation of our licensors and collaborators to enforce any licensed patent rights, and
such cooperation may not be provided. Therefore, these patents and applications may not be prosecuted and enforced in a manner consistent with the best
interests of our business. Moreover, if we do obtain necessary licenses, we will likely have obligations under those licenses, and any failure to satisfy those
obligations could give our licensor the right to terminate the license. Termination of a necessary license, or expiration of licensed patents or patent
applications, could have a material adverse impact on our business.

The lives of our patents may not be sufficient to effectively protect our products and business.

Patents have a limited lifespan. In the United States, the natural expiration of a patent is generally 20 years after its first effective non-provisional
filing date. Although various extensions may be available, the life of a patent, and the protection it affords, is limited. Even if patents covering our product
candidates, proprietary technologies and their uses are obtained, once the patent life has expired, we may be open to competition. In addition, although upon
issuance in the United States a patent’s life can be increased based on certain delays caused by the USPTO, this increase can be reduced or eliminated based
on certain delays caused by the patent applicant during patent prosecution. Given the amount of time required for the development, testing and regulatory
review of new product candidates, patents protecting such candidates might expire before or shortly after such candidates are commercialized. If we do not
have sufficient patent life to protect our product candidates, proprietary technologies and their uses, our business and results of operations will be adversely
affected.

If we are unable to protect the confidentiality of our trade secrets, our business and competitive position would be harmed.

We rely on the protection of our trade secrets, including unpatented know-how, technology and other proprietary information. We have taken steps to
protect our trade secrets and unpatented know-how, including entering into confidentiality agreements with third parties, and confidential information and
inventions agreements with employees, consultants and advisors. In addition to contractual measures, we try to protect the confidential nature of our
proprietary information using commonly accepted physical and technological security measures. Despite these efforts, we cannot provide any assurances that
all such agreements have been duly executed, and any of these parties may breach the agreements and disclose our proprietary information, including our
trade secrets, and we may not be able to obtain adequate remedies for such breaches. In addition, such security measures may not provide adequate protection
for our proprietary information, for example, in the case of misappropriation of a trade secret by an employee, consultant, customer or third party with
authorized access. Our security measures may not prevent an employee, consultant or customer from misappropriating our trade secrets and providing them to
a competitor, and recourse we take against such misconduct may not provide an adequate remedy to protect our interests fully. Monitoring unauthorized uses
and disclosures is difficult, and we do not know whether the steps we have taken to protect our proprietary technologies will be effective. Unauthorized
parties may also attempt to copy or reverse engineer certain aspects of our products that we consider proprietary. Enforcing a claim that a party illegally
disclosed or misappropriated a trade secret can be difficult, expensive and time-consuming, and the outcome is unpredictable. Even though we use commonly
accepted security measures, the criteria for protection of trade secrets can vary among different jurisdictions.
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Enforcing a claim that a party illegally disclosed or misappropriated a trade secret is difficult, expensive and time-consuming, and the outcome is
unpredictable. In addition, some courts inside and outside the United States are less willing or unwilling to protect trade secrets. Moreover, third parties may
still obtain this information or may come upon this or similar information independently, and we would have no right to prevent them from using that
technology or information to compete with us. Trade secrets will over time be disseminated within the industry through independent development, the
publication of journal articles and the movement of personnel skilled in the art from company to company or academic to industry scientific positions.
Though our agreements with third parties typically restrict the ability of our advisors, employees, collaborators, licensors, suppliers, third-party contractors
and consultants to publish data potentially relating to our trade secrets, our agreements may contain certain limited publication rights. If any of our trade
secrets were to be lawfully obtained or independently developed by a competitor, we would have no right to prevent such competitor from using that
technology or information to compete with us, which could harm our competitive position. Because from time to time we expect to rely on third parties in the
development, manufacture, and distribution of our products and provision of our services, we must, at times, share trade secrets with them. Despite employing
the contractual and other security precautions described above, the need to share trade secrets increases the risk that such trade secrets become known by our
competitors, are inadvertently incorporated into the technology of others, or are disclosed or used in violation of these agreements. If any of these events
occurs or if we otherwise lose protection for our trade secrets, the value of this information may be greatly reduced and our competitive position would be
harmed. If we do not apply for patent protection prior to such publication or if we cannot otherwise maintain the confidentiality of our proprietary technology
and other confidential information, then our ability to obtain patent protection or to protect our trade secret information may be jeopardized.

Our rights to develop and commercialize our product candidates are subject in part to the terms and conditions of licenses granted to us by other
companies. The patent protection, prosecution and enforcement for some of our product candidates may be dependent on third parties.

We currently are reliant upon licenses of certain patent rights and proprietary technology from third parties that is important or necessary to the
development of our technology and products, including technology related to our product candidates. For example, we rely on our license agreement with
Arbutus Biopharma Corporation for certain lipid nanoparticle-based delivery technologies. This and other licenses we may enter into in the future may not
provide adequate rights to use such intellectual property and technology in all relevant fields of use or in all territories in which we may wish to develop or
commercialize our technology and products in the future. As a result, we may not be able to develop and commercialize our technology and products in fields
of use and territories for which we are not granted rights pursuant to such licenses.

Licenses to additional third-party technology that may be required for our development programs may not be available in the future or may not be
available on commercially reasonable terms, which could have a material adverse effect on our business and financial condition.

In some circumstances, we may not have the right to control the preparation, filing, prosecution and enforcement of patent applications, or to
maintain the patents, covering technology that we license from third parties. In addition, some of our agreements with our licensors require us to obtain
consent from the licensor before we can enforce patent rights, and our licensor may withhold such consent or may not provide it on a timely basis. Therefore,
we cannot be certain that our licensors or collaborators will prosecute, maintain, enforce and defend such intellectual property rights in a manner consistent
with the best interests of our business, including by taking reasonable measures to protect the confidentiality of know-how and trade secrets, or by paying all
applicable prosecution and maintenance fees related to intellectual property registrations for any of our product candidates. We also cannot be certain that our
licensors have drafted or prosecuted the patents and patent applications licensed to us in compliance with applicable laws and regulations, which may affect
the validity and enforceability of such patents or any patents that may issue from such applications. If they fail to do so, this could cause us to lose rights in
any applicable intellectual property that we in-license, and as a result our ability to develop and commercialize products or product candidates may be
adversely affected and we may be unable to prevent competitors from making, using and selling competing products.

Our current licenses, and our future licenses likely will, impose various royalty payments, milestones, and other obligations on us. If we fail to
comply with any of these obligations, we may be required to pay damages and the licensor may have the right to terminate the license. Termination by the
licensor would cause us to lose valuable rights, and could prevent us from developing and commercializing our product candidates and proprietary
technologies. Our business would suffer if any current or future licenses terminate, if the licensors fail to abide by the terms of the license, if the licensors fail
to enforce licensed patents against infringing third parties, if the licensed patents or other rights are found to be invalid or unenforceable, or if we are unable
to enter into necessary licenses on acceptable terms. Furthermore, if any current or future licenses terminate, or if the underlying patents fail to provide the
intended exclusivity, competitors or other third parties may gain the freedom to seek regulatory approval of, and to market, products identical to ours.
Moreover, our licensors may own or control intellectual property that has not been licensed to us and, as a result, we may be subject to claims, regardless of
their merit, that we are infringing or otherwise violating the licensor’s rights. In addition, while we cannot currently determine the amount of the royalty
obligations we would be required to pay on sales of future products, if any, the amounts may be significant. The amount of our future royalty obligations will
depend on the technology and intellectual property we use in products that we successfully develop and commercialize, if any. Therefore, even if we
successfully develop and commercialize products, we may be unable to achieve or maintain profitability.
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Litigation or other proceedings or third-party claims of intellectual property infringement could require us to spend significant time and money and could
prevent us from selling our products.

Our commercial success depends significantly on our ability to operate without infringing the patents and other proprietary rights of third parties.
However, our research, development and commercialization activities may be subject to claims that we infringe or otherwise violate patents or other
intellectual property rights owned or controlled by third parties. Claims by third parties that we infringe their proprietary rights may result in liability for
damages or prevent or delay our developmental and commercialization efforts. We cannot assure you that our operations do not, or will not in the future,
infringe existing or future patents.

Other entities may have or obtain patents or proprietary rights that could limit our ability to make, use, sell, offer for sale or import our product
candidates and future approved products or impair our competitive position. There is a substantial amount of litigation, both within and outside the United
States, involving patent and other intellectual property rights in the biotechnology and pharmaceutical industries, including patent infringement lawsuits,
interferences, oppositions, reexaminations, inter partes review proceedings and post-grant review proceedings before the USPTO and/or corresponding
foreign patent offices. Numerous third-party U.S. and foreign issued patents and pending patent applications exist in the fields in which we are developing
product candidates. There may be third-party patents or patent applications with claims to materials, formulations, methods of manufacture or methods for
treatment related to the use or manufacture of our product candidates. For example, we are aware of U.S. Serial Nos. 15/187,174 and 14/794,449, expiring in
May 2031 (absent any patent term adjustments or extensions), directed to certain methods of identifying and using neoantigens. If a patent issues from such
patent applications with claims similar to those that are currently pending, our ability to commercialize GRANITE in the United States may be adversely
affected if we do not obtain a license under such patent. In addition, we are aware of and have timely opposed EP Patent 2569633, expiring in May 2031
(absent any patent term adjustments or extensions), directed to certain methods of identifying and using neoantigens. EP Patent 2569633 is currently validated
in Great Britain, France, Germany, Netherlands, Italy, Ireland, Spain and Switzerland. Our opposition was filed in the company’s name on November 7, 2016
by Vossius & Partner. Four other parties also filed oppositions to the patent within the required timeframe. The Opposition Division of the European Patent
Office, or EPO, held opposition hearings on October 15 and 16, 2018, and determined that EP Patent 2569633 does not meet the requirements of the
European Patent Convention, or EPC, and consequently, revoked the patent. We received notice in April 2019 that EP Patent 2569633 patentees and licensors
filed their appeal to the Opposition Division’s decision, and our reply is due in August 2019. If, after appeal, EP Patent 2569633 is ultimately maintained by
the EPO with claims similar to those that are currently opposed, our ability to commercialize GRANITE in certain European countries may be adversely
affected if we do not obtain a license under the patent.
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Furthermore, the scope of a patent claim is determined by an interpretation of the law, the written disclosure in a patent and the patent’s prosecution
history and can involve other factors such as expert opinion. Our interpretation of the relevance or the scope of claims in a patent or a pending application
may be incorrect, which may negatively impact our ability to market our products. Further, we may incorrectly determine that our technologies, products, or
product candidates are not covered by a third party patent or may incorrectly predict whether a third party’s pending patent application will issue with claims
of relevant scope. Our determination of the expiration date of any patent in the United States or abroad that we consider relevant may be incorrect, which may
negatively impact our ability to develop and market our products or product candidates.

As the biotechnology industry expands and more patents are issued, the risk increases that our product candidates may be subject to claims of
infringement of the patent rights of third parties. Our competitors in both the United States and abroad, many of which have substantially greater resources
and have made substantial investments in patent portfolios and competing technologies, may have applied for or obtained or may in the future apply for and
obtain, patents that will prevent, limit or otherwise interfere with our ability to make, use and sell our product candidates. We do not always conduct
independent reviews of pending patent applications of and patents issued to third parties.

Patent applications in the United States and elsewhere are typically published approximately 18 months after the earliest filing for which priority is
claimed, with such earliest filing date being commonly referred to as the priority date. Certain U.S. applications that will not be filed outside the United States
can remain confidential until patents issue. In addition, patent applications in the United States and elsewhere can be pending for many years before issuance,
or unintentionally abandoned patents or applications can be revived. Furthermore, pending patent applications that have been published can, subject to certain
limitations, be later amended in a manner that could cover our technologies, our product candidates or the use of our product candidates. As such, there may
be applications of others now pending or recently revived patents of which we are unaware. These applications may later result in issued patents, or the
revival of previously abandoned patents, that will prevent, limit or otherwise interfere with our ability to make, use or sell our products. Because patent
applications are maintained as confidential for a certain period of time, until the relevant application is published we may be unaware of third-party patents
that may be infringed by commercialization of GRANITE, SLATE or our other product candidates, and cannot be certain that we were the first to file a patent
application related to a product candidate or technology. Moreover, because patent applications can take many years to issue, there may be currently-pending
patent applications that may later result in issued patents that our product candidates may infringe. In addition, identification of third-party patent rights that
may be relevant to our technology is difficult because patent searching is imperfect due to differences in terminology among patents, incomplete databases
and the difficulty in assessing the meaning of patent claims. Any claims of patent infringement asserted by third parties would be time consuming and could:

 • result in costly litigation;

 • divert the time and attention of our technical personnel and management;

 • cause development delays;

 • prevent us from commercializing GRANITE, SLATE or our other product candidates until the asserted patent expires or is held finally invalid or
not infringed in a court of law;

 • require us to develop non-infringing technology, which may not be possible on a cost-effective basis;

 • require us to pay damages to the party whose intellectual property rights we may be found to be infringing, which may include treble damages if
we are found to have been willfully infringing such intellectual property;

 • require us to pay the attorney’s fees and costs of litigation to the party whose intellectual property rights we may be found to be infringing; and/or

 • require us to enter into royalty or licensing agreements, which may not be available on commercially reasonable terms, or at all.

Although no third party has asserted a claim of patent infringement against us as of the date of this report, others may hold proprietary rights that
could prevent GRANITE, SLATE or any future immunotherapy candidates from being marketed. Any patent-related legal action against us claiming damages
and seeking to enjoin commercial activities relating to our product candidates or processes could subject us to potential liability for damages, including treble
damages if we were determined to willfully infringe, and require us to obtain a license to manufacture or market GRANITE, SLATE or any future
immunotherapy candidates. Defense of these claims, regardless of their merit, would involve substantial litigation expense and would be a substantial
diversion of employee resources from our business. We cannot predict whether we would prevail in any such actions or that any license required under any of
these patents would be made available on commercially acceptable terms, if at all. Even if such licenses are available, we could incur substantial costs related
to royalty payments for licenses obtained from third parties, which could negatively affect our gross margins, and the rights may be non-exclusive, which
could give our competitors access to the same technology or intellectual property rights licensed to us. In addition, we cannot be certain that we could
redesign our product candidates or processes to avoid infringement, if necessary. Accordingly, an adverse determination in a judicial or administrative
proceeding, or the failure to obtain necessary licenses, could prevent us from developing and commercializing GRANITE, SLATE or any future
immunotherapy candidates, which could harm
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our business, financial condition and operating results. In addition, intellectual property litigation, regardless of its outcome, may cause negative publicity and
could prohibit us from marketing or otherwise commercializing our product candidates and technology.

If we collaborate with third parties in the development of technology in the future, our collaborators may not properly maintain or defend our
intellectual property rights or may use our proprietary information in such a way as to invite litigation that could jeopardize or invalidate our intellectual
property or proprietary information or expose us to litigation or potential liability. Further, collaborators may infringe the intellectual property rights of third
parties, which may expose us to litigation and potential liability. Also, we may be obligated under our agreements with our collaborators, licensors, suppliers
and others to indemnify and hold them harmless for damages arising from intellectual property infringement by us.

We may be involved in lawsuits to protect or enforce our patents or the patents of our licensors, which could be expensive, time consuming, and
unsuccessful. Further, our issued patents could be found invalid or unenforceable if challenged in court.

Competitors may infringe our intellectual property rights or those of our licensors. To prevent infringement or unauthorized use, we may be required
to file infringement claims, which can be expensive and time-consuming. In addition, in a patent infringement proceeding, a court may decide that a patent we
own or in-license is not valid, is unenforceable and/or is not infringed. If we or any of our potential future collaborators were to initiate legal proceedings
against a third party to enforce a patent directed at one of our product candidates, the defendant could counterclaim that our patent is invalid and/or
unenforceable in whole or in part. In patent litigation in the United States, defendant counterclaims alleging invalidity and/or unenforceability are
commonplace. Grounds for a validity challenge include an alleged failure to meet any of several statutory requirements, including lack of novelty,
obviousness or non-enablement. Grounds for an unenforceability assertion could include an allegation that someone connected with prosecution of the patent
withheld relevant information from the USPTO or made a misleading statement during prosecution. Third parties may also raise similar claims before the
USPTO, even outside the context of litigation. For example, third parties may petition the USPTO for post-grant review within nine months of our patent’s
issuance date.  Further, after the USPTO period for filing post-grant review has expired, third parties may file a petition for inter partes review on certain
grounds. Similar mechanisms for challenging the validity and enforceability of a patent exist in ex-U.S. patent offices and may result in the revocation,
cancellation, or amendment of any ex-U.S. patents we hold in the future. The outcome following legal assertions of invalidity and unenforceability is
unpredictable, and prior art could render our patents or those of our licensors invalid. If a defendant were to prevail on a legal assertion of invalidity and/or
unenforceability, we would lose at least part, and perhaps all, of the patent protection on such product candidate. Such a loss of patent protection would have a
material adverse impact on our business.

Interference or derivation proceedings provoked by third parties or brought by us or declared by the USPTO may be necessary to determine the
priority of inventions with respect to our patents or patent applications or those of our licensors. An unfavorable outcome could require us to cease using the
related technology or to attempt to license rights to it from the prevailing party. Our business could be harmed if the prevailing party does not offer us a
license on commercially reasonable terms or at all, or if a non-exclusive license is offered and our competitors gain access to the same technology. Our
defense of litigation or interference proceedings may fail and, even if successful, may result in substantial costs and distract our management and other
employees. In addition, the uncertainties associated with litigation could have a material adverse effect on our ability to raise the funds necessary to continue
our clinical trials, continue our research programs, license necessary technology from third parties or enter into development or manufacturing partnerships
that would help us bring our product candidates to market.

Even if resolved in our favor, litigation or other legal proceedings relating to our intellectual property rights may cause us to incur significant
expenses, and could distract our technical and management personnel from their normal responsibilities. In addition, there could be public announcements of
the results of hearings, motions or other interim proceedings or developments and if securities analysts or investors perceive these results to be negative, it
could have a substantial adverse effect on the price of our common stock. Such litigation or proceedings could substantially increase our operating losses and
reduce the resources available for development activities or any future sales, marketing or distribution activities. We may not have sufficient financial or other
resources to conduct such litigation or proceedings adequately. Some of our competitors may be able to sustain the costs of such litigation or proceedings
more effectively than we can because of their greater financial resources. Uncertainties resulting from the initiation and continuation of patent litigation or
other proceedings could compromise our ability to compete in the marketplace.
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Furthermore, because of the substantial amount of discovery required in connection with intellectual property litigation, there is a risk that some of
our confidential information could be compromised by disclosure during this type of litigation. There could also be public announcements of the results of
hearings, motions or other interim proceedings or developments. If securities analysts or investors perceive these results to be negative, it could have a
material adverse effect on the price of our common stock.

We may not be successful in obtaining or maintaining necessary rights to our product candidates through acquisitions and in-licenses.

We currently have rights to the intellectual property, through licenses from third parties and under patents that we own, to develop our product
candidates. Because our programs may require the use of proprietary rights held by third parties, the growth of our business will depend in part on our ability
to acquire, in-license or use these proprietary rights. We may be unable to acquire or in-license any compositions, methods of use, processes or other third-
party intellectual property rights from third parties that we identify as necessary for our product candidates. The licensing and acquisition of third-party
intellectual property rights is a competitive area, and a number of more established companies are also pursuing strategies to license or acquire third-party
intellectual property rights that we may consider attractive. These established companies may have a competitive advantage over us due to their size, cash
resources and greater clinical development and commercialization capabilities. In addition, companies that perceive us to be a competitor may be unwilling to
assign or license rights to us. We also may be unable to license or acquire third-party intellectual property rights on terms that would allow us to make an
appropriate return on our investment.

We have collaborated with U.S. academic institutions and may in the future collaborate with U.S. and foreign academic institutions to accelerate our
preclinical research or development under written agreements with these institutions. These institutions may provide us with an option to negotiate a license
to any of the institution’s rights in technology resulting from the collaboration. Regardless of such option, we may be unable to negotiate a license within the
specified timeframe or under terms that are acceptable to us. If we are unable to do so, the institution may offer the intellectual property rights to other parties,
potentially blocking our ability to pursue our program.

If we are unable to successfully obtain rights to required third-party intellectual property rights or maintain the existing intellectual property rights
we have, we may have to abandon development of that program and our business and financial condition could suffer.

We may fail to comply with any of our obligations under existing or future agreements pursuant to which we license or have otherwise acquired
intellectual property rights or technology, which could result in the loss of rights or technology that are material to our business.

We are party to various agreements that we depend on to operate our business, including intellectual property rights relating to GRANITE and
SLATE, in particular, our agreement with Arbutus. Our rights to use currently licensed intellectual property or intellectual property to be licensed in the future
are subject to the continuation of and our compliance with the terms of these agreements. Disputes may arise regarding our rights to intellectual property
licensed to us from a third party, including but not limited to:

 • the scope of rights granted under the license agreement and other interpretation-related issues;

 • the extent to which our technology and processes infringe on intellectual property of the licensor that is not subject to the licensing agreement;

 • the sublicensing of patent and other rights;

 • our diligence obligations under the license agreement and what activities satisfy those diligence obligations;

 • the ownership of inventions and know-how resulting from the creation or use of intellectual property by us, alone or with our licensors and
collaborators;

 • the scope and duration of our payment obligations;

 • our rights upon termination of such agreement; and

 • the scope and duration of exclusivity obligations of each party to the agreement.

If disputes over intellectual property and other rights that we have licensed or acquired from third parties prevent or impair our ability to maintain
our current license agreements on acceptable terms, we may be unable to successfully develop and commercialize the affected product candidates. If we fail
to comply with our obligations under current or future license agreements, these agreements may be terminated or the scope of our rights under them may be
reduced and we might be unable to develop, manufacture or market any product that is licensed under these agreements.
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We may be subject to claims that we have wrongfully hired an employee from a competitor or that we or our employees have wrongfully used or disclosed
alleged confidential information or trade secrets of their former employers.

As is common in the biotechnology and biopharmaceutical industries, in addition to our employees, we engage the services of consultants to assist us
in the development of our product candidates. Many of these consultants, and many of our employees, were previously employed at, or may have previously
provided or may be currently providing consulting services to, other biotechnology or biopharmaceutical companies including our competitors or potential
competitors. Although we try to ensure that our employees and consultants do not use the proprietary information or know-how of others in their work for us,
we may become subject to claims that we, our employees or a consultant inadvertently or otherwise used or disclosed trade secrets or other information
proprietary to their former employers or their former or current clients. Litigation may be necessary to defend against these claims. If we fail in defending any
such claims, in addition to paying monetary damages, we may lose valuable intellectual property rights, which could adversely affect our business. Even if we
are successful in defending against these claims, litigation could result in substantial costs and be a distraction to our management team.

We may be subject to claims challenging the inventorship or ownership of our patents and other intellectual property.

We may also be subject to claims that former employees, collaborators or other third parties have an ownership interest in our patents or other
intellectual property. In addition, we may face claims by third parties that our agreements with employees, contractors or consultants obligating them to assign
intellectual property to us are ineffective or in conflict with prior or competing contractual obligations of assignment, which could result in ownership
disputes regarding intellectual property we have developed or will develop and interfere with our ability to capture the commercial value of such intellectual
property. Litigation may be necessary to defend against these and other claims challenging inventorship or ownership. If we fail in defending any such claims,
in addition to paying monetary damages, we may lose valuable intellectual property rights. Such an outcome could have a material adverse effect on our
business. Even if we are successful in defending against such claims, litigation could result in substantial costs and distraction to management and other
employees.

If we do not obtain patent term extension for our product candidates, our business may be materially harmed.

Depending upon the timing, duration and specifics of FDA marketing approval of GRANITE, SLATE or any future immunotherapy candidates, one
or more of our U.S. patents may be eligible for limited patent term restoration under the Drug Price Competition and Patent Term Restoration Act of 1984,
also known as the Hatch-Waxman Amendments. The Hatch-Waxman Amendments permit a patent restoration term of up to five years as compensation for
patent term lost during product development and the FDA regulatory review process. The Hatch-Waxman Act allows a maximum of one patent to be
extended per FDA approved product as compensation for the patent term lost during the FDA regulatory review process. A patent term extension cannot
extend the remaining term of a patent beyond a total of 14 years from the date of product approval and only those claims covering such approved drug
product, a method for using it or a method for manufacturing it may be extended. Patent term extension may also be available in certain foreign countries
upon regulatory approval of our product candidates. However, we may not be granted an extension because of, for example, failing to apply within applicable
deadlines, failing to apply prior to expiration of relevant patents or otherwise failing to satisfy applicable requirements. Moreover, the applicable time period
or the scope of patent protection afforded could be less than we request. If we are unable to obtain patent term extension or restoration or the term of any such
extension is less than we request, our competitors may obtain approval of competing products following our patent expiration, and our revenue could be
reduced, possibly materially.

If our trademarks and trade names are not adequately protected, then we may not be able to build name recognition in our markets of interest and our
business may be adversely affected.

Our registered or unregistered trademarks or trade names may be challenged, infringed, circumvented or declared generic or determined to be
infringing on other marks. We may not be able to protect our rights to these trademarks and trade names, which we need to build name recognition among
potential partners or customers in our markets of interest. At times, competitors may adopt trade names or trademarks similar to ours, thereby impeding our
ability to build brand identity and possibly leading to market confusion. In addition, there could be potential trade name or trademark infringement claims
brought by owners of other trademarks or trademarks that incorporate variations of our registered or unregistered trademarks or trade names. Over the long
term, if we are unable to establish name recognition based on our trademarks and trade names, then we may not be able to compete effectively and our
business may be adversely affected. We may license our trademarks and trade names to third parties, such as distributors. Though these license agreements
may provide guidelines for how our trademarks and trade names may be used, a breach of these agreements or misuse of our trademarks and tradenames by
our licensees may jeopardize our rights in or diminish the goodwill associated with our trademarks and trade names. Our efforts to enforce or protect our
proprietary rights related to trademarks, trade names, trade secrets, domain names, copyrights or other intellectual property may be ineffective and could
result in substantial costs and diversion of resources and could adversely affect our financial condition or results of operations.
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Changes in patent law in the U.S. or in other countries could diminish the value of patents in general, thereby impairing our ability to protect our product
candidates.

Our patent rights may be affected by developments or uncertainty in U.S. or ex-U.S. patent statutes, patent case laws in USPTO rules and regulations
or in the rules and regulations of ex-U.S. patent offices. There are a number of recent changes to the U.S. patent laws that may have a significant impact on
our ability to protect our technology and enforce our intellectual property rights. For example, on September 16, 2011, the Leahy-Smith America Invents Act,
or Leahy-Smith Act, was signed into law. The Leahy-Smith Act includes a number of significant changes to U.S. patent law. These include provisions that
affect the way patent applications will be prosecuted and may also affect patent litigation. In particular, under the Leahy-Smith Act, the United States
transitioned in March 2013 to a “first to file” system in which the first inventor to file a patent application will be entitled to the patent. Third parties are
allowed to submit prior art before the issuance of a patent by the USPTO, and may become involved in post-grant proceedings including opposition,
derivation, reexamination, inter partes review or interference proceedings challenging our patent rights or the patent rights of others. An adverse
determination in any such submission, proceeding or litigation could reduce the scope or enforceability of, or invalidate, our patent rights, which could
adversely affect our competitive position. This could have a negative impact on some of our intellectual property and could increase uncertainties surrounding
obtaining and enforcement or defense of our issued patents. In addition, Congress may pass patent reform legislation that is unfavorable to us. The Supreme
Court has ruled on several patent cases in recent years, either narrowing the scope of patent protection available in certain circumstances or weakening the
rights of patent owners in certain situations. In addition to increasing uncertainty with regard to our ability to obtain patents in the future, this combination of
events has created uncertainty with respect to the value of patents, once obtained. Depending on decisions by Congress, the federal courts and the USPTO, the
laws and regulations governing patents could change in unpredictable ways that would weaken our ability to obtain new patents or to enforce our existing
patents and patents we might obtain in the future.

Similarly, statutory or judicial changes to the patent laws of other countries may increase the uncertainties and costs surrounding the prosecution of
patent applications and the enforcement or defense of issued patents.

We may not be able to protect our intellectual property rights throughout the world.

Filing, prosecuting and defending all current and future patents in all countries throughout the world would be prohibitively expensive, and our
intellectual property rights in some countries outside the United States can be less extensive than those in the United States. In addition, the laws of some
foreign countries do not protect intellectual property rights to the same extent as federal and state laws in the United States. Consequently, we may not be able
to prevent third parties from practicing our inventions in all countries outside the United States, or from selling or importing products made using our
inventions in and into the United States or other jurisdictions. Competitors may use our technologies in jurisdictions where we have not obtained patent
protection to develop their own products and, further, may export otherwise infringing products to territories where we have patent protection but
enforcement is not as strong as that in the United States. These products may compete with our product candidates, and our patents or other intellectual
property rights may not be effective or sufficient to prevent them from competing.

The legal systems of many foreign countries do not favor the enforcement of patents and other intellectual property protection, which could make it
difficult for us to stop the infringement of our patents or marketing of competing products in violation of our proprietary rights. For example, some foreign
countries have compulsory licensing laws under which a patent owner must grant licenses to third parties. In addition, some countries limit the enforceability
of patents against third parties, including government agencies or government contractors. In these countries, patents may provide limited or no benefit.
Proceedings to enforce our patent rights in foreign jurisdictions could result in substantial costs and divert our efforts and attention from other aspects of our
business, could put our patents at risk of being invalidated or interpreted narrowly and our patent applications at risk of not issuing and could provoke third
parties to assert claims against us. We may not prevail in any lawsuits that we initiate, and the damages or other remedies awarded, if any, may not be
commercially meaningful. Accordingly, our efforts to enforce our intellectual property rights around the world may be inadequate to obtain a significant
commercial advantage from the intellectual property that we develop or license.
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Obtaining and maintaining patent protection depends on compliance with various procedural, document submission, fee payment and other requirements
imposed by governmental patent agencies, and our patent protection could be reduced or eliminated for non-compliance with these requirements.

The USPTO and various foreign governmental patent agencies require compliance with a number of procedural, documentary, fee payment and other
provisions during the patent process. Periodic maintenance fees, renewal fees, annuity fees and various other governmental fees on patents and/or applications
will be due to be paid to the USPTO and various governmental patent agencies outside of the US in several stages over the lifetime of the patents and/or
applications. We employ reputable professionals and rely on such third parties to help us comply with these requirements and effect payment of these fees
with respect to the patents and patent applications that we own, and if we license intellectual property we may have to rely upon our licensors to comply with
these requirements and effect payment of these fees with respect to any patents and patent applications that we license. In many cases, an inadvertent lapse
can be cured by payment of a late fee or by other means in accordance with the applicable rules. However, there are situations in which noncompliance can
result in abandonment or lapse of a patent or patent application, resulting in partial or complete loss of patent rights in the relevant jurisdiction. In such an
event, competitors might be able to enter the market earlier than would otherwise have been the case.

Intellectual property rights do not necessarily address all potential threats to our competitive advantage.

The degree of future protection afforded by our intellectual property rights is uncertain because intellectual property rights have limitations, and may
not adequately protect our business or permit us to maintain our competitive advantage. For example:

 • others may be able to make personalized cancer immunotherapies that are similar to ours but that are not covered by the claims of the patents that
we own or have exclusively licensed;

 • we or our licensors or future collaborators might not have been the first to make the inventions covered by the issued patents or pending patent
applications that we own or have exclusively licensed;

 • we or our licensors or future collaborators might not have been the first to file patent applications covering certain of our inventions;

 • others may independently develop similar or alternative technologies or duplicate any of our technologies without infringing our intellectual
property rights;

 • it is possible that our pending patent applications will not lead to issued patents;

 • issued patents that we own or have exclusively licensed may be held invalid or unenforceable, as a result of legal challenges by our competitors;

 • our competitors might conduct research and development activities in countries where we do not have patent rights and then use the information
learned from such activities to develop competitive products for sale in our major commercial markets;

 • we may not develop additional proprietary technologies that are patentable; and

 • the patents of others may have an adverse effect on our business.

Should any of these events occur, they could significantly harm our business, results of operations and prospects.

Risks Related to Government Regulation

Even if we obtain regulatory approval for a product candidate, our products will remain subject to regulatory scrutiny.

If one or more of our product candidates is approved, each will be subject to ongoing regulatory requirements for manufacturing, labeling,
packaging, storage, advertising, promotion, sampling, record-keeping, conduct of post-marketing studies, and submission of safety, efficacy, and other post-
market information, including both federal and state requirements in the United States and requirements of comparable foreign regulatory authorities.

Manufacturers and manufacturers’ facilities are required to comply with extensive FDA and comparable foreign regulatory authority requirements,
including ensuring that quality control and manufacturing procedures conform to cGMP regulations. As such, we and our contract manufacturers will be
subject to continual review and inspections to assess compliance with cGMP and adherence to commitments made in any approved marketing application.
Accordingly, we and others with whom we work must continue to expend time, money, and effort in all areas of regulatory compliance, including
manufacturing, production, and quality control.

We will have to comply with requirements concerning advertising and promotion for our products. Promotional communications with respect to
prescription drugs and biologics are subject to a variety of legal and regulatory restrictions and must be consistent with the information in the product’s
approved label. As such, we may not promote our products “off-label” for indications or uses for which they do not have approval. The holder of an approved
application must submit new or supplemental applications and obtain approval for certain changes to the approved product, product labeling, or
manufacturing process. We could also be asked to conduct post-marketing
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clinical studies to verify the safety and efficacy of our products in general or in specific patient subsets. An unsuccessful post-marketing study or failure to
complete such a study could result in the withdrawal of marketing approval.

If a regulatory agency discovers 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, or disagrees with the promotion, marketing or labeling of a product, such regulatory agency
may impose restrictions on that product or us, including requiring withdrawal of the product from the market. If we fail to comply with applicable regulatory
requirements, a regulatory agency or enforcement authority may, among other things:

 • issue warning letters;

 • impose civil or criminal penalties;

 • suspend or withdraw regulatory approval;

 • suspend any of our clinical studies;

 • refuse to approve pending applications or supplements to approved applications submitted by us;

 • impose restrictions on our operations, including closing our contract manufacturers’ facilities; or

 • seize or detain products, or require a product recall.

Any government investigation of alleged violations of law could require us to expend significant time and resources in response, and could generate
negative publicity. Any failure to comply with ongoing regulatory requirements may significantly and adversely affect our ability to commercialize and
generate revenue from our products. If regulatory sanctions are applied or if regulatory approval is withdrawn, the value of our company and our operating
results will be adversely affected.

Moreover, the policies of the FDA and of other regulatory authorities may change and additional government regulations may be enacted that could
prevent, limit or delay regulatory approval of our product candidates. We cannot predict the likelihood, nature or extent of government regulation that may
arise from future legislation or administrative or executive action, either in the United States or abroad. For example, certain policies of the Trump
administration may impact our business and industry. Namely, the Trump administration has taken several executive actions, including the issuance of a
number of Executive Orders, that could impose significant burdens on, or otherwise materially delay, FDA’s ability to engage in routine oversight activities
such as implementing statutes through rulemaking, issuance of guidance, and review and approval of marketing applications. It is difficult to predict how
these orders will be implemented, and the extent to which they will impact the FDA’s ability to exercise its regulatory authority. If these executive actions
impose restrictions on FDA’s ability to engage in oversight and implementation activities in the normal course, our business may be negatively impacted. In
addition, if we are slow or unable to adapt to changes in existing requirements or the adoption of new requirements or policies, or if we are not able to
maintain regulatory compliance, we may lose any marketing approval that we may have obtained and we may not achieve or sustain profitability.

We may seek orphan drug designation for certain future product candidates, but we may be unable to obtain such designations or to maintain the benefits
associated with orphan drug designation, including market exclusivity, which may cause our revenue, if any, to be reduced.

We may pursue orphan drug designation for certain of our future product candidates. Under the Orphan Drug Act, the FDA may designate a drug or
biologic product as an orphan drug if it is intended to treat a rare disease or condition, defined as a patient population of fewer than 200,000 in the United
States, or a patient population greater than 200,000 in the United States where there is no reasonable expectation that the cost of developing the drug will be
recovered from sales in the United States. In the European Union, the EMA’s Committee for Orphan Medicinal Products, or COMP, grants orphan drug
designation to promote the development of products that are intended for the diagnosis, prevention, or treatment of a life-threatening or chronically
debilitating condition affecting not more than five in 10,000 persons in the European Union. Additionally, designation is granted for products intended for the
diagnosis, prevention, or treatment of a life-threatening, seriously debilitating or serious and chronic condition when, without incentives, it is unlikely that
sales of the drug in the European Union would be sufficient to justify the necessary investment in developing the drug or biological product or where there is
no satisfactory method of diagnosis, prevention, or treatment, or, if such a method exists, the medicine must be of significant benefit to those affected by the
condition.
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In the United States, orphan drug designation entitles a party to financial incentives such as opportunities for grant funding towards clinical trial
costs, tax advantages, and application fee waivers. In addition, if a product receives the first FDA approval for the indication for which it has orphan
designation, the product is entitled to orphan drug exclusivity, which means the FDA may not approve any other application to market the same drug for the
same indication for a period of seven years, except in limited circumstances, such as a showing of clinical superiority over the product with orphan
exclusivity or where the manufacturer is unable to assure sufficient product quantity the orphan patient population. In the European Union, orphan drug
designation entitles a party to financial incentives such as reduction of fees or fee waivers and ten years of market exclusivity following drug or biological
product approval. This period may be reduced to six years if the orphan drug designation criteria are no longer met, including where it is shown that the
product is sufficiently profitable not to justify maintenance of market exclusivity.

Even if we obtain orphan drug designation for a product candidate, we may not be the first to obtain marketing approval for the product candidate for
any particular orphan indication due to the uncertainties associated with developing novel biologic products. Further, even if we obtain orphan drug
exclusivity for a product candidate, that exclusivity may not effectively protect the product from competition because different drugs with different active
moieties can be approved for the same condition. Even after an orphan drug is approved, the FDA or EMA can subsequently approve the same drug with the
same active moiety for the same condition if the FDA or EMA concludes that the later drug is clinically superior in that it is safer, more effective, or makes a
major contribution to patient care. Orphan drug designation neither shortens the development time or regulatory review time of a drug or biologic nor gives
the drug or biologic any advantage in the regulatory review or approval process.

Enacted and future healthcare legislation may increase the difficulty and cost for us to obtain marketing approval of and commercialize our product
candidates and may affect the prices we may set.

In the United States, the European Union and other jurisdictions, there have been, and we expect there will continue to be, a number of legislative
and regulatory changes and proposed changes to the healthcare system that could affect our future results of operations. In particular, there have been and
continue to be a number of initiatives at the U.S. federal and state levels that seek to reduce healthcare costs and improve the quality of healthcare. For
example, in March 2010, the Patient Protection and Affordable Care Act, as amended by the Health Care and Education Reconciliation Act, or collectively
the ACA, was enacted, which substantially changed the way healthcare is financed by both governmental and private payors. Among the provisions of the
ACA, those of greatest importance to the pharmaceutical and biotechnology industries include the following:

 • an annual, non-deductible fee payable by any entity that manufactures or imports certain branded prescription drugs and biologic agents (other
than those designated as orphan drugs), which is apportioned among these entities according to their market share in certain government
healthcare programs;

 • new requirements to report certain financial arrangements with physicians and teaching hospitals, including reporting “transfers of value” made
or distributed to prescribers and other healthcare providers and reporting investment interests held by physicians and their immediate family
members;

 • a new methodology by which rebates owed by manufacturers under the Medicaid Drug Rebate Program are calculated for drugs that are inhaled,
infused, instilled, implanted or injected;

 • expansion of eligibility criteria for Medicaid programs by, among other things, allowing states to offer Medicaid coverage to certain individuals
with income at or below 133% of the federal poverty level, thereby potentially increasing a manufacturer’s Medicaid rebate liability;

 • a licensure framework for follow on biologic products;

 • a new Patient-Centered Outcomes Research Institute to oversee, identify priorities in, and conduct comparative clinical effectiveness research,
along with funding for such research; and

 • establishment of a Center for Medicare and Medicaid Innovation at the Centers for Medicare & Medicaid Services, or CMS, to test innovative
payment and service delivery models to lower Medicare and Medicaid spending, potentially including prescription drug spending.

Since its enactment, there have been judicial, Congressional, and executive branch challenges to certain aspects of the ACA, and we expect there
will be additional challenges and amendments to the ACA in the future. For example, the Tax Cuts and Jobs Act of 2017, or Tax Act, was enacted, which
includes a provision repealing, effective January 1, 2019, the tax-based shared responsibility payment imposed by the ACA on certain individuals who fail to
maintain qualifying health coverage for all or part of a year that is commonly referred to as the “individual mandate”. Since the enactment of the Tax Act,
there have been additional amendments to certain provisions of the ACA. Most recently, on December 14, 2018, a U.S. District Court Judge in the Northern
District of Texas, ruled that the individual mandate is a critical and inseverable feature of the ACA, and therefore, because it was repealed as part of the Tax
Act, the remaining provisions of the ACA are invalid as well. While the Trump Administration and CMS have both stated that the ruling will have no
immediate effect, it is unclear how this decision, subsequent appeals, if any, and other efforts to repeal and replace the ACA will impact the ACA and our
business.
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In addition, other legislative changes have been proposed and adopted in the United States since the ACA was enacted. In August 2011, the Budget
Control Act of 2011, among other things, led to aggregate reductions of Medicare payments to providers of 2% per fiscal year. These reductions went into
effect in April 2013 and, due to subsequent legislative amendments to the statute, will remain in effect through 2027 unless additional action is taken by
Congress. In January 2013, the American Taxpayer Relief Act of 2012 was signed into law, which, among other things, further reduced Medicare payments to
several types of providers, including hospitals, imaging centers and cancer treatment centers, and increased the statute of limitations period for the
government to recover overpayments to providers from three to five years. These new laws or any other similar laws introduced in the future may result in
additional reductions in Medicare and other health care funding, which could negatively affect our customers and accordingly, our financial operations.

Moreover, payment methodologies may be subject to changes in healthcare legislation and regulatory initiatives. For example, CMS may develop
new payment and delivery models, such as bundled payment models. In addition, recently there has been heightened governmental scrutiny over the manner
in which manufacturers set prices for their marketed products, which has resulted in several U.S. Congressional inquiries and proposed and enacted federal
and state legislation designed to, among other things, bring more transparency to drug pricing, reduce the cost of prescription drugs under government payor
programs, and review the relationship between pricing and manufacturer patient programs. The Trump administration’s budget proposal for fiscal year 2019
contains further drug price control measures that could be enacted during the 2019 budget process or in other future legislation, including, for example,
measures to permit Medicare Part D plans to negotiate the price of certain drugs under Medicare Part B, to allow some states to negotiate drug prices under
Medicaid, and to eliminate cost sharing for generic drugs for low-income patients. Further, the Trump administration released a “Blueprint”, or plan, to lower
drug prices and reduce out of pocket costs of drugs that contains additional proposals to increase drug manufacturer competition, increase the negotiating
power of certain federal healthcare programs, incentivize manufacturers to lower the list price of their products, and reduce the out of pocket costs of drug
products paid by consumers. The Department of Health and Human Services, or HHS, has already started the process of soliciting feedback on some of these
measures and, at the same time, is immediately implementing others under its existing authority. For example, in October 2018, CMS proposed a new rule
that would require direct-to-consumer television advertisements of prescription drugs and biological products, for which payment is available through or
under Medicare or Medicaid, to include in the advertisement the Wholesale Acquisition Cost, or list price, of that drug or biological product. While some
proposed measures will require authorization through additional legislation to become effective, Congress and the Trump administration have each indicated
that it will continue to seek new legislative and/or administrative measures to control drug costs. We expect that additional U.S. federal healthcare reform
measures will be adopted in the future, any of which could limit the amounts that the U.S. federal government will pay for healthcare products and services,
which could result in reduced demand for our product candidates or additional pricing pressures.

Individual states in the United States have also increasingly passed legislation and implemented regulations designed to control pharmaceutical and
biological product pricing, including price or patient reimbursement constraints, discounts, restrictions on certain product access and marketing cost
disclosure and transparency measures, and, in some cases, designed to encourage importation from other countries and bulk purchasing. Legally mandated
price controls on payment amounts by third-party payors or other restrictions could harm our business, results of operations, financial condition and
prospects. In addition, regional healthcare authorities and individual hospitals are increasingly using bidding procedures to determine what pharmaceutical
products and which suppliers will be included in their prescription drug and other healthcare programs. This could reduce the ultimate demand for our product
candidates or put pressure on our product pricing.

Additionally, on May 30, 2018, the Trickett Wendler, Frank Mongiello, Jordan McLinn, and Matthew Bellina Right to Try Act of 2017, or the Right
to Try Act, was signed into law. The law, among other things, provides a federal framework for certain patients to access certain investigational new drug
products that have completed a Phase I clinical trial and that are undergoing investigation for FDA approval. Under certain circumstances, eligible patients
can seek treatment without enrolling in clinical trials and without obtaining FDA permission under the FDA expanded access program. There is no obligation
for a pharmaceutical manufacturer to make its drug products available to eligible patients as a result of the Right to Try Act.

In the European Union, similar political, economic and regulatory developments may affect our ability to profitably commercialize our product
candidates, if approved. In addition to continuing pressure on prices and cost containment measures, legislative developments at the European Union or
member state level may result in significant additional requirements or obstacles that may increase our operating costs. The delivery of healthcare in the
European Union, including the establishment and operation of health services and the pricing and reimbursement of medicines, is almost exclusively a matter
for national, rather than European Union, law and policy. National governments and health service providers have different priorities and approaches to the
delivery of health care and the pricing and reimbursement of products in that context. In general, however, the healthcare budgetary constraints in most
European Union member states have resulted in restrictions on the pricing and reimbursement of medicines by relevant health service providers. Coupled
with ever-increasing European Union and national regulatory burdens on those wishing to develop and market products, this could prevent or delay marketing
approval of our product candidates, restrict or regulate post-approval activities and affect our ability to commercialize our product candidates, if approved. In
markets outside of the United States and European Union, reimbursement and healthcare payment systems vary significantly by country, and many countries
have instituted price ceilings on specific products and therapies.
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We cannot predict the likelihood, nature or extent of government regulation that may arise from future legislation or administrative action in the
United States, the European Union or any other jurisdiction. If we or any third parties we may engage are slow or unable to adapt to changes in existing
requirements or the adoption of new requirements or policies, or if we or such third parties are not able to maintain regulatory compliance, our product
candidates may lose any regulatory approval that may have been obtained and we may not achieve or sustain profitability.

Our business operations and current and future relationships with investigators, healthcare professionals, consultants, third-party payors, patient
organizations and customers will be subject to applicable healthcare regulatory laws, which could expose us to penalties.

Our business operations and current and future arrangements with investigators, healthcare professionals, consultants, third-party payors, patient
organizations and customers, may expose us to broadly applicable fraud and abuse and other healthcare laws and regulations. These laws may constrain the
business or financial arrangements and relationships through which we conduct our operations, including how we research, market, sell and distribute our
product candidates, if approved. Such laws include:

 • the U.S. federal Anti-Kickback Statute, which prohibits, among other things, persons or entities from knowingly and willfully soliciting, offering,
receiving or providing any remuneration (including any kickback, bribe, or certain rebate), directly or indirectly, overtly or covertly, in cash or in
kind, to induce or reward, or in return for, either the referral of an individual for, or the purchase, lease, order or recommendation of, any good,
facility, item or service, for which payment may be made, in whole or in part, under any U.S. federal healthcare program, such as Medicare and
Medicaid. A person or entity does not need to have actual knowledge of the statute or specific intent to violate it in order to have committed a
violation;

 • the U.S. federal civil and criminal false claims and civil monetary penalties laws, including the civil False Claims Act, which prohibit, among
other things, including through civil whistleblower or qui tam actions, individuals or entities from knowingly presenting, or causing to be
presented, to the U.S. federal government, claims for payment or approval that are false or fraudulent, knowingly making, using or causing to be
made or used, a false record or statement material to a false or fraudulent claim, or from knowingly making a false statement to avoid, decrease or
conceal an obligation to pay money to the U.S. federal government. Pharmaceutical manufacturers can cause false claims to be presented to the
U.S. federal government by engaging in impermissible marketing practices, such as the off-label promotion of a product for an indication for
which it has not received FDA approval. In addition, the government may assert that a claim including items and services resulting from a
violation of the U.S. federal Anti-Kickback Statute constitutes a false or fraudulent claim for purposes of the civil False Claims Act;

 • HIPAA, which imposes criminal and civil liability for, among other things, knowingly and willfully executing, or attempting to execute, a scheme
to defraud any healthcare benefit program, or knowingly and willfully falsifying, concealing or covering up a material fact or making any
materially false statement, in connection with the delivery of, or payment for, healthcare benefits, items or services. Similar to the U.S. federal
Anti-Kickback Statute, a person or entity does not need to have actual knowledge of the healthcare fraud statute implemented under HIPAA or
specific intent to violate it in order to have committed a violation;

 • HIPAA, as amended by HITECH, and its implementing regulations, which also imposes certain obligations, including mandatory contractual
terms, with respect to safeguarding the privacy and security of individually identifiable health information of covered entities subject to the rule,
such as health plans, healthcare clearinghouses and certain healthcare providers as well as their business associates, independent contractors of a
covered entity that perform certain services involving the use or disclosure of individually identifiable health information on their behalf;

 • the FDCA, which prohibits, among other things, the adulteration or misbranding of drugs, biologics and medical devices;
 •

the U.S. Public Health Service Act, which prohibits, among other things, the introduction into interstate commerce of a biological product unless
a biologics license is in effect for that product;

 • the U.S. Physician Payments Sunshine Act and its implementing regulations, which requires certain manufacturers of drugs, devices, biologics
and medical supplies that are reimbursable under Medicare, Medicaid, or the Children’s Health Insurance Program, with specific exceptions, to
report annually to the government information related to certain payments and other transfers of value to physicians and teaching hospitals, as
well as ownership and investment interests held by physicians and their immediate family members;
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 • analogous U.S. state laws and regulations, including: state anti-kickback and false claims laws, which may apply to our business practices,
including but not limited to, research, distribution, sales and marketing arrangements and claims involving healthcare items or services
reimbursed by any third-party payor, including private insurers; state laws that require pharmaceutical companies to comply with the
pharmaceutical industry’s voluntary compliance guidelines and the relevant compliance guidance promulgated by the U.S. federal government, or
otherwise restrict payments that may be made to healthcare providers and other potential referral sources; state laws and regulations that require
drug manufacturers to file reports relating to pricing and marketing information, which requires tracking gifts and other remuneration and items
of value provided to healthcare professionals and entities; state and local laws requiring the registration of pharmaceutical sales representatives;
and state laws governing the privacy and security of health information in certain circumstances, many of which differ from each other in
significant ways and often are not preempted by HIPAA, thus complicating compliance efforts; and

 • the U.S. Foreign Corrupt Practices Act of 1977, as amended, which prohibits, among other things, U.S. companies and their employees and
agents from authorizing, promising, offering, or providing, directly or indirectly, corrupt or improper payments or anything else of value to
foreign government officials, employees of public international organizations and foreign government owned or affiliated entities, candidates for
foreign political office, and foreign political parties or officials thereof;

 • similar healthcare laws and regulations in the European Union and other jurisdictions, including reporting requirements detailing interactions
with and payments to healthcare providers.

Ensuring that our internal operations and future business arrangements with third parties comply with applicable healthcare laws and regulations will
involve substantial costs. It is possible that governmental authorities will conclude that our business practices do not comply with current or future statutes,
regulations, agency guidance or case law involving applicable fraud and abuse or other healthcare laws and regulations. If our operations are found to be in
violation of any of the laws described above or any other governmental laws and regulations that may apply to us, we may be subject to significant penalties,
including civil, criminal and administrative penalties, damages, fines, exclusion from government-funded healthcare programs, such as Medicare and
Medicaid or similar programs in other countries or jurisdictions, integrity oversight and reporting obligations to resolve allegations of non-compliance,
disgorgement, individual imprisonment, contractual damages, reputational harm, diminished profits and the curtailment or restructuring of our operations. If
any of the physicians or other providers or entities with whom we expect to do business are found to not be in compliance with applicable laws, they may be
subject to criminal, civil or administrative sanctions, including exclusions from government funded healthcare programs and imprisonment, which could
affect our ability to operate our business. Further, defending against any such actions can be costly, time-consuming and may require significant personnel
resources. Therefore, even if we are successful in defending against any such actions that may be brought against us, our business may be impaired.  

Risks Related to Our Common Stock

Our stock price is volatile and you may not be able to resell shares of our common stock at or above the price you paid.

The trading price of our common stock is highly volatile and could be subject to wide fluctuations in response to various factors, some of which are
beyond our control. These factors include those discussed in this “Risk Factors” section of this report and others such as:

 • results from, and any delays in, our clinical trials for GRANITE, SLATE or any other future clinical development programs, including public
misperception of the results of our trials;

 • announcements by academic or other third parties challenging the fundamental premises underlying our approach to treating cancer and/or
biopharmaceutical product development;

 • announcements of regulatory approval or disapproval of our current or any future product candidates;

 • failure or discontinuation of any of our research and development programs;

 • manufacturing setbacks or delays of or issues with the supply of the materials for our personalized immunotherapy candidate;

 • announcements relating to future licensing, collaboration or development agreements, including the early termination or failure of an existing
strategic collaboration;

 • delays in the commercialization of our current or any future product candidates;

 • public misperception regarding the use of our therapies;

 • acquisitions and sales of new products, technologies or businesses;

 • quarterly variations in our results of operations or those of our future competitors;
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 • changes in earnings estimates or recommendations by securities analysts;

 • announcements by us or our competitors of new products, significant contracts, commercial relationships, acquisitions or capital commitments;

 • developments with respect to intellectual property rights;

 • our commencement of, or involvement in, litigation;

 • changes in financial estimates or guidance, including our ability to meet our future revenue and operating profit or loss estimates or guidance;

 • any major changes in our board of directors or management;

 • new legislation in the United States relating to the sale or pricing of pharmaceuticals;

 • FDA or other U.S. or foreign regulatory actions affecting us or our industry;

 • product liability claims or other litigation or public concern about the safety of our product candidates;

 • market conditions in the biopharmaceutical and biotechnology sectors; and

 • general economic conditions in the United States and abroad.

In addition, the stock markets in general, and the markets for biopharmaceutical and biotechnology stocks in particular, have experienced extreme
volatility that may have been unrelated to the operating performance of the issuer. These broad market fluctuations may adversely affect the trading price or
liquidity of our common stock. In the past, when the market price of a stock has been volatile, holders of that stock have sometimes instituted securities class
action litigation against the issuer. If any of our stockholders were to bring such a lawsuit against us, we could incur substantial costs defending the lawsuit
and the attention of our management would be diverted from the operation of our business.

An active, liquid and orderly market for our common stock may not develop, and you may not be able to resell your common stock.

Prior to our initial public offering in September 2018, there was no public market for shares of our common stock. Our stock only recently began
trading on the Nasdaq Global Select Market, but we can provide no assurance that we will be able to maintain an active trading market on the Nasdaq Global
Select Market or any other exchange in the future. The lack of an active market may impair your ability to sell your shares at the time you wish to sell them or
at a price that you consider reasonable. An inactive market may also impair our ability to raise capital by selling shares and may impair our ability to acquire
other businesses, applications, or technologies using our shares as consideration.

If securities or industry analysts do not publish research or reports about our business, or if they issue an adverse or misleading opinion regarding our
stock, our stock price and trading volume could decline.

The trading market for our common stock will be influenced by the research and reports that industry or securities analysts publish about us or our
business. If any of the analysts who cover us issue an adverse or misleading opinion regarding us, our business model, our intellectual property or our stock
performance, or if our clinical trials and operating results fail to meet the expectations of analysts, our stock price would likely decline. If one or more of
these analysts cease coverage of us or fail to publish reports on us regularly, we could lose visibility in the financial markets, which in turn could cause our
stock price or trading volume to decline.

We incur significant costs as a result of operating as a public company, and our management devotes substantial time to new compliance initiatives. We
may fail to comply with the rules that apply to public companies, including Section 404 of the Sarbanes-Oxley Act of 2002, which could result in
sanctions or other penalties that would harm our business.

We incur significant legal, accounting and other expenses as a public company, including costs resulting from public company reporting obligations
under the Exchange Act and regulations regarding corporate governance practices. The listing requirements of the Nasdaq Global Select Market and the rules
of the Securities and Exchange Commission, or SEC, require that we satisfy certain corporate governance requirements relating to director independence,
filing annual and interim reports, stockholder meetings, approvals and voting, soliciting proxies, conflicts of interest and a code of conduct. Our management
and other personnel devote a substantial amount of time to ensure that we comply with all of these requirements. Moreover, the reporting requirements, rules
and regulations will increase our legal and financial compliance costs and will make some activities more time-consuming and costly. Any changes we make
to comply with these obligations may not be sufficient to allow us to satisfy our obligations as a public company on a timely basis, or at all. These reporting
requirements, rules and regulations, coupled with the increase in potential litigation exposure associated with being a public company, could also make it
more difficult for us to attract and retain qualified persons to serve on our board of directors or board committees or to serve as executive officers, or to obtain
certain types of insurance, including directors’ and officers’ insurance, on acceptable terms or at all.
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As a public company, we are subject to Section 404 of the Sarbanes-Oxley Act of 2002, or Section 404, and the related rules of the SEC, which
generally require our management and independent registered public accounting firm to report on the effectiveness of our internal control over financial
reporting. Beginning with the second annual report that we will be required to file with the SEC, Section 404 requires an annual management assessment of
the effectiveness of our internal control over financial reporting. However, for so long as we remain an emerging growth company as defined in the JOBS
Act, we intend to take advantage of certain exemptions from various reporting requirements that are applicable to public companies that are not emerging
growth companies, including, but not limited to, not being required to comply with the auditor attestation requirements of Section 404. Once we are no longer
an emerging growth company or, if prior to such date, we opt to no longer take advantage of the applicable exemption, we will be required to include an
opinion from our independent registered public accounting firm on the effectiveness of our internal controls over financial reporting. We will remain an
emerging growth company until the earlier of (1) December 31, 2023, (2) the last day of the fiscal year in which we have total annual gross revenue of at least
$1.07 billion, (3) the last day of the fiscal year in which we are deemed to be a large accelerated filer, which means the market value of our common stock
that is held by non-affiliates exceeds $700.0 million as of the prior June 30th or (4) the date on which we have issued more than $1.0 billion in non-
convertible debt during the prior three-year period.

To date, we have never conducted a review of our internal control for the purpose of providing the reports required by these rules. During the course
of our review and testing, we may identify deficiencies and be unable to remediate them before we must provide the required reports. Furthermore, if we have
a material weakness in our internal controls over financial reporting, we may not detect errors on a timely basis and our financial statements may be
materially misstated. We or our independent registered public accounting firm may not be able to conclude on an ongoing basis that we have effective internal
control over financial reporting, which could harm our operating results, cause investors to lose confidence in our reported financial information and cause the
trading price of our stock to fall. In addition, as a public company we are required to file accurate and timely quarterly and annual reports with the SEC under
the Exchange Act. In order to report our results of operations and financial statements on an accurate and timely basis, we will depend on CROs to provide
timely and accurate notice of their costs to us. Any failure to report our financial results on an accurate and timely basis could result in sanctions, lawsuits,
delisting of our shares from the Nasdaq Global Select Market or other adverse consequences that would materially harm to our business.

The future issuance of equity or of debt securities that are convertible into equity will dilute our share capital.

We may choose to raise additional capital in the future, depending on market conditions, strategic considerations and operational requirements. For
example, in October 2019, we filed a shelf registration statement on Form S-3 with the SEC covering the offering of up to $250.0 million of common stock,
preferred stock, debt securities, warrants and units, including the sale and issuance of up to $75.0 million in shares of our common stock to be issued from
time to time in an “at the market offering” program pursuant to a Sales Agreement that we have entered into with Cowen and Company, LLC. We may issue
shares in our “at the market offering” program or other registered offerings under the shelf registration statement. To the extent that additional capital is raised
through the issuance of shares of common stock or other securities convertible into shares of common stock, our stockholders will be diluted. In addition,
future issuances of our common stock or other equity securities (or securities convertible into our common stock or other equity securities), or the perception
that such sales may occur, could adversely affect the trading price of our common stock and impair our ability to raise capital through future offerings of
shares or other securities.

Our principal stockholders and management own a significant percentage of our stock and will be able to exert significant control over matters
subject to stockholder approval.

As of September 30, 2019, our executive officers, directors and their respective affiliates held over a majority of our outstanding voting stock.
Therefore, these stockholders will have the ability to influence us through this ownership position. These stockholders may be able to determine all matters
requiring stockholder approval. For example, these stockholders may be able to control elections of directors, or approval of any merger, sale of assets, or
other major corporate transaction. This may prevent or discourage unsolicited acquisition proposals or offers for our common stock that you may feel are in
your best interest as one of our stockholders.

Sales of a substantial number of shares of our common stock in the public market could cause our stock price to fall.

If our existing stockholders sell, or indicate an intention to sell, substantial amounts of our common stock in the public market, the trading price of
our common stock could decline. As of September 30, 2019, we have outstanding a total of 35,798,100 shares of common stock, of which the holders of
approximately 8.8 million shares of our common stock are entitled to rights with respect to the registration of their shares under the Securities Act.
Registration of these shares under the Securities Act would result in the shares becoming freely tradable without restriction under the Securities Act, except
for shares purchased by affiliates. Any sales of securities by these stockholders could have a material adverse effect on the trading price of our common stock.
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In addition, as of September 30, 2019, approximately 6.0 million shares of common stock that are either subject to outstanding options or reserved
for future issuance under our existing equity incentive plan will become eligible for sale in the public market to the extent permitted by the provisions of
various vesting schedules, Rule 144 and Rule 701 under the Securities Act. If these additional shares of common stock are sold, or if it is perceived that they
will be sold, in the public market, the trading price of our common stock could decline.

Our ability to use our net operating loss carryforwards and certain other tax attributes may be limited.

We have incurred substantial losses during our history and do not expect to become profitable in the near future, and we may never achieve
profitability. To the extent that we continue to generate taxable losses, unused losses will carry forward to offset a portion of future taxable income, if any,
until such unused losses expire, if ever. Under Sections 382 and 383 of the Internal Revenue Code of 1986, as amended, or the IRC, if a corporation
undergoes an “ownership change,” generally defined as a greater than 50 percentage point change (by value) in its equity ownership by certain stockholders
over a three-year period, the corporation’s ability to use its pre-change net operating loss carryforwards, or NOLs, and other pre-change tax attributes (such as
research and development tax credits) to offset its post-change income or taxes may be limited. In connection with our initial public offering which closed in
October 2018, we performed an IRC Section 382 and 383 analysis and determined we had an ownership change. There was no reduction in federal or
California net operating loss carryforwards or research and development income tax credits as a result of this ownership change. Any equity financing
transactions, private placements, and other transactions that may occur within the specified three-year period may trigger additional ownership changes,
which could further limit our use of such tax attributes. Any such limitations, whether as a result of prior or future offerings of our common stock or sales of
common stock by existing stockholders, could have an adverse effect on our results of operations in our future years. Furthermore, under recently enacted
U.S. tax legislation, although the treatment of tax losses generated before December 31, 2017 has generally not changed, tax losses generated in calendar year
2018 and beyond may only offset 80% of our taxable income. This change may require us to pay federal income taxes in future years despite generating a loss
for federal income tax purposes in prior years.

Recent U.S. tax legislation and future changes to applicable U.S. tax laws and regulations may have a material adverse effect on our business, financial
condition and results of operations.

Changes in laws and policy relating to taxes may have an adverse effect on our business, financial condition and results of operations. For example,
the U.S. government recently enacted significant tax reform legislation, and certain provisions of the new law may adversely affect us. Changes include, but
are not limited to, a federal corporate income tax rate decrease to 21% for tax years beginning after December 31, 2017, a reduction to the maximum
deduction allowed for net operating losses generated in tax years after December 31, 2017, eliminating carrybacks of net operating losses, and providing for
indefinite carryforwards for losses generated in tax years after December 31, 2017. The legislation is unclear in many respects and could be subject to
potential amendments and technical corrections, and will be subject to interpretations and implementing regulations by the Treasury and Internal Revenue
Service, any of which could mitigate or increase certain adverse effects of the legislation. In addition, it is unclear how these U.S. federal income tax changes
will affect state and local taxation. Generally, future changes in applicable U.S. tax laws and regulations, or their interpretation and application could have an
adverse effect on our business, financial condition and results of operations.

Provisions in our charter documents and under Delaware law could discourage a takeover that stockholders may consider favorable and may lead to
entrenchment of management.

Our amended and restated certificate of incorporation and amended and restated bylaws contain provisions that could delay or prevent changes in
control or changes in our management without the consent of our board of directors. These provisions include the following:

 • a classified board of directors with three-year staggered terms, which may delay the ability of stockholders to change the membership of a
majority of our board of directors;

 • no cumulative voting in the election of directors, which limits the ability of minority stockholders to elect director candidates;

 • the exclusive right of our board of directors to elect a director to fill a vacancy created by the expansion of the board of directors or the
resignation, death or removal of a director, which prevents stockholders from being able to fill vacancies on our board of directors;

 • the ability of our board of directors to authorize the issuance of shares of preferred stock and to determine the price and other terms of those
shares, including preferences and voting rights, without stockholder approval, which could be used to significantly dilute the ownership of a
hostile acquiror;

 • the ability of our board of directors to alter our amended and restated bylaws without obtaining stockholder approval;

 • the required approval of at least 66 2/3% of the shares entitled to vote at an election of directors to adopt, amend or repeal our amended and
restated bylaws or repeal the provisions of our amended and restated certificate of incorporation regarding the election and removal of directors;
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 • a prohibition on stockholder action by written consent, which forces stockholder action to be taken at an annual or special meeting of our
stockholders;

 • the requirement that a special meeting of stockholders may be called only by our chief executive officer or president or by the board of directors,
which may delay the ability of our stockholders to force consideration of a proposal or to take action, including the removal of directors; and

 • advance notice procedures that stockholders must comply with in order to nominate candidates to our board of directors or to propose matters to
be acted upon at a stockholders’ meeting, which may discourage or deter a potential acquiror from conducting a solicitation of proxies to elect the
acquiror’s own slate of directors or otherwise attempting to obtain control of us.

We are also subject to the anti-takeover provisions contained in Section 203 of the Delaware General Corporation Law. Under Section 203, a
corporation may not, in general, engage in a business combination with any holder of 15% or more of its capital stock unless the holder has held the stock for
three years or, among other exceptions, the board of directors has approved the transaction.

Claims for indemnification by our directors and officers may reduce our available funds to satisfy successful third-party claims against us and may
reduce the amount of money available to us.

Our amended and restated certificate of incorporation and amended and restated bylaws provide that we will indemnify our directors and officers, in
each case to the fullest extent permitted by Delaware law.

In addition, as permitted by Section 145 of the Delaware General Corporation Law, our amended and restated bylaws and our indemnification
agreements that we have entered into with our directors and officers provide that:

 • We will indemnify our directors and officers for serving us in those capacities or for serving other business enterprises at our request, to the
fullest extent permitted by Delaware law. Delaware law provides that a corporation may indemnify such person if such person acted in good faith
and in a manner such person reasonably believed to be in or not opposed to the best interests of the registrant and, with respect to any criminal
proceeding, had no reasonable cause to believe such person’s conduct was unlawful.

 • We may, in our discretion, indemnify employees and agents in those circumstances where indemnification is permitted by applicable law.

 • We are required to advance expenses, as incurred, to our directors and officers in connection with defending a proceeding, except that such
directors or officers shall undertake to repay such advances if it is ultimately determined that such person is not entitled to indemnification.

 • We will not be obligated pursuant to our amended and restated bylaws to indemnify a person with respect to proceedings initiated by that person
against us or our other indemnitees, except with respect to proceedings authorized by our board of directors or brought to enforce a right to
indemnification.

 • The rights conferred in our amended and restated bylaws are not exclusive, and we are authorized to enter into indemnification agreements with
our directors, officers, employees and agents and to obtain insurance to indemnify such persons.

 • We may not retroactively amend our amended and restated bylaw provisions to reduce our indemnification obligations to directors, officers,
employees and agents.

Our amended and restated certificate of incorporation and our amended and restated bylaws provide for an exclusive forum in the Court of Chancery of
the State of Delaware and in the U.S. federal district courts for certain disputes between us and our stockholders, which could limit our stockholders’
ability to obtain a favorable judicial forum for disputes with us or our directors, officers or employees.

Our amended and restated certificate of incorporation and our amended and restated bylaws provides that, unless we consent in writing to the
selection of an alternative forum, the Court of Chancery of the State of Delaware is the exclusive forum for any derivative action or proceeding brought on
our behalf, any action asserting a breach of fiduciary duty, any action asserting a claim against us arising pursuant to the Delaware General Corporation Law,
our amended and restated certificate of incorporation or our amended and restated bylaws, or any action asserting a claim against us that is governed by the
internal affairs doctrine. The exclusive forum provision will not apply to suits brought to enforce any liability or duty created by the Exchange Act or any
other claim for which the federal courts have exclusive jurisdiction. In addition, our amended and restated certificate of incorporation provides that the U.S.
federal district courts are the exclusive forum for the resolution of any complaint asserting a cause of action arising under the Securities Act. Our exclusive
forum provision will not relieve us of our duties to comply with the federal securities laws and the rules and regulations thereunder, and our stockholders will
not be deemed to have waived our compliance with these laws, rules and regulations.
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The enforceability of similar federal court choice of forum provisions in other companies’ certificates of incorporation has been challenged in legal
proceedings, and it is possible that a court could find this type of provision to be inapplicable or unenforceable. If a court were to find either of the choice of
forum provisions contained in our amended and restated certificate of incorporation or amended and restated bylaws to be inapplicable or unenforceable in an
action, we may incur additional costs associated with resolving such action in other jurisdictions, which could adversely affect our business and financial
condition.

The choice of forum provision may limit a stockholder’s ability to bring a claim in a judicial forum that it finds favorable for disputes with us or our
directors, officers or other employees, which may discourage such lawsuits against us and our directors, officers and other employees.

We do not currently intend to pay dividends on our common stock, and, consequently, your ability to achieve a return on your investment will
depend on appreciation in the price of our common stock.

We do not currently intend to pay any cash dividends on our common stock for the foreseeable future. We currently intend to invest our future
earnings, if any, to fund our growth. Therefore, you are not likely to receive any dividends on your common stock for the foreseeable future. Since we do not
intend to pay dividends, your ability to receive a return on your investment will depend on any future appreciation in the market value of our common stock.
There is no guarantee that our common stock will appreciate or even maintain the price at which our holders have purchased it.

ITEM 2. Unregistered Sales of Equity Securities and Use of Proceeds

Unregistered Sales of Equity Securities

There were no unregistered sales of equity securities by us during the quarter ended September 30, 2019.

Use of Proceeds

On September 27, 2018, the U.S. Securities and Exchange Commission declared effective our registration statement on Form S-1 (File Nos. 333-
226976), as amended, filed in connection with our IPO. The IPO closed on October 2, 2018 and we issued and sold 6,666,667 shares of our common stock at
a price to the public of $15.00 per share. On October 31, 2018, the underwriters exercised their option to purchase additional shares with respect to 187,535
shares of our common stock, at a price to the public of $15.00 per share. We received gross proceeds from the IPO, including from the exercise of the
underwriters’ option to purchase additional shares, of approximately $102.8 million, before deducting underwriting discounts and commissions of
approximately $7.2 million. The managing underwriters of the offering were Goldman Sachs & Co. LLC, Cowen and Company, LLC, Barclays Capital Inc.
and BTIG, LLC. No offering expenses were paid or are payable, directly or indirectly, to our directors or officers, to persons owning 10% or more of any
class of our equity securities or to any of our affiliates.

The net proceeds from the IPO have been invested in short-term, interest-bearing, investment-grade securities and government securities. There has
been no material change in the expected use of the net proceeds from our IPO as described in our registration statement on Form S-1.

Issuer Purchases of Equity Securities

The table below summarizes our stock repurchase activity for the quarter ended September 30, 2019.

Fiscal Period  
Total Number of

Shares Repurchased   
Average Price
Paid Per Share   

Total Number of Shares
Purchased as Part of a
Publicly Announced

Program   

Maximum Number (or
Approximate Dollar Value)
of Shares that May Yet be

Purchased Under the Program  
July 1 to July 31, 2019   —  $ —   —  N/A  
August to August 31, 2019   2,219  $ 0.35   —  N/A  
September 1 to September 30, 2019   —  $ —   —  N/A  
Total during quarter ended September 30, 2019   2,219  $ 0.35   —   

 

ITEM 3. Defaults Upon Senior Securities

None.

ITEM 4. Mine Safety Disclosures

Not applicable.
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ITEM 5. OTHER INFORMATION

None.
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ITEM 6. EXHIBITS
 
Exhibit
Number  Exhibit Description  Incorporated by Reference  

Filed
Herewith  

 

    Form  Date  Number     
      

3.1  Amended and Restated Certificate of Incorporation, as amended.  8-K 10/02/2018  3.1     
      

3.2  Amended and Restated Bylaws.  8-K 10/02/2018  3.2     
      

4.1  Reference is made to exhibits 3.1 through3.2.             
      

4.2  Form of Common Stock Certificate.  S-1/A 09/17/18  4.2     
      
               

10.1
 

Employment Agreement by and between Gritstone Oncology, Inc. and Vijay
Yabannavar, Ph.D., effective as of July 2, 2019.           X  

               
10.2

 
Office/Laboratory Lease, by and between Gritstone Oncology, Inc. and MIL
21E, LLC, effective as of September 6, 2018.           X  

               
10.3

 
First Amendment to Office/Laboratory Lease, by and between Gritstone
Oncology, Inc. and MIL 21E, LLC, effective as of July 11, 2019.           X  

               
10.4

 
Sales Agreement, dated October 15, 2019, by and between Gritstone
Oncology, Inc. and Cowen and Company, LLC.  S-3 10/15/2019  1.2     

               
31.1

 

Certification of Chief Executive Officer of Gritstone Oncology, Inc., as
required by Rule 13a-14(a) or Rule  15d-14(a) under the Securities
Exchange Act of 1934, as amended.           X

 

               

31.2

 

Certification of Chief Financial Officer of Gritstone Oncology, Inc., as
required by Rule 13a-14(a) or Rule  15d-14(a) under the Securities
Exchange Act of 1934, as amended.           X

 

               

32.1*

 

Certification by the Chief Executive Officer and Chief Financial Officer, as
required by Rule 13a-14(b) or Rule  15d-14(b) under the Securities
Exchange Act of 1934, as amended, and Section 1350 of Chapter 36 of Title
18 of the United States Code (18 U.S.C. §1350).           X

 

               

101.INS  XBRL Instance Document           X  
               

101.SCH  XBRL Taxonomy Extension Schema Document           X  
               

101.CAL  XBRL Taxonomy Extension Calculation Linkbase Document           X  
               

101.DEF  XBRL Taxonomy Extension Definition Linkbase Document           X  
               

101.LAB  XBRL Taxonomy Extension Labels Linkbase Document           X  
               

101.PRE  XBRL Taxonomy Extension Presentation Linkbase Document           X  
* The certification attached as Exhibit 32.1 that accompanies this Quarterly Report on Form 10-Q is not deemed filed with the SEC and is not to be

incorporated by reference into any filing of Gritstone Oncology, Inc. under the Securities Act of 1933, as amended, or the Securities Exchange Act of
1934, as amended, whether made before or after the date of this Form 10-Q, irrespective of any general incorporation language contained in such filing.
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SIGNATURES

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

   Gritstone Oncology, Inc.
      
Date:  November 12, 2019 By:  /s/ Andrew Allen
     Andrew Allen
     President and Chief Executive Officer

(Principal Executive Officer)
    
      
Date:  November 12, 2019 By:  /s/ Jean-Marc Bellemin
     Jean-Marc Bellemin
     Chief Financial Officer

(Principal Financial Officer)
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Exhibit 10.1

GRITSTONE ONCOLOGY, INC.

EMPLOYMENT AGREEMENT

This Employment Agreement (the “Agreement”), entered into as of July 2, 2019 (the “Effective Date”), is between Gritstone Oncology, Inc., a
Delaware corporation (the “Company”) and Vijay Yabannavar (“Executive” and, together with the Company, the “Parties”).  

WHEREAS, the Company desires to engage Executive to perform services as an employee of the Company under the terms hereof.

WHEREAS, Executive desires to provide services to the Company on the terms herein provided.

NOW, THEREFORE, in consideration of the foregoing, and for other good and valuable consideration, including the respective covenants and
agreements set forth below, the receipt and sufficiency of which are hereby acknowledged, the Parties hereto agree as follows:

1. Employment.

(a) General.  The Company shall employ Executive upon the terms and conditions provided herein effective as of
the Effective Date.  

(b) Position and Duties.  Effective on the Effective Date, Executive: (i) shall serve as the Company’s Executive Vice
President, Manufacturing and Technical Operations, with responsibilities, duties, and authority usual and customary for such position, subject to direction by
the Chief Executive Officer of the Company (the “CEO”); (ii) shall report directly to the CEO; and (iii) agrees promptly and faithfully to comply with all
present and future policies, requirements, rules and regulations, and reasonable directions and requests, of the Company in connection with the Company’s
business. At the Company’s request, Executive shall serve the Company and/or its subsidiaries and affiliates in such other capacities in addition to the
foregoing as the Company shall designate, provided that such additional capacities are consistent with Executive’s position as the Company’s Executive Vice
President, Manufacturing and Technical Operations.  In the event that Executive serves in any one or more of such additional capacities, Executive’s
compensation shall not automatically be increased on account of such additional service.  

(c) Performance of Executive’s Duties.  During Executive’s employment with the Company, and except for periods
of illness, vacation, disability, or reasonable leaves of absence or as discussed in Section 1(e), Executive shall devote Executive’s full time and attention to the
business and affairs of the Company pursuant to the general direction of the CEO.  The rights of Executive under this Agreement shall not be affected by any
change in the title, duties, or capacity of Executive during Executive’s employment with the Company.  

(d) Principal Office. Executive will work principally at the Company’s facility located in Pleasanton, California.

(e) Exclusivity.  Except with the prior written approval of the CEO (which the CEO may grant or withhold in his or
her sole and absolute discretion), Executive shall devote substantially all of Executive’s working time, attention, and energies to the business of the Company,
except during any paid vacation or other excused absence periods.  Nothing in this section prevents Executive from engaging in additional activities in
connection with personal investments and community affairs. Executive may also serve as a member of the board of directors or board of advisors of another
organization provided (i) such organization is not a competitor of the Company; (ii) Executive receives prior written approval from the Company’s CEO; and
(iii)  such activities do not individually or in the aggregate interfere with the performance of Executive’s duties under this Agreement, violate the Company’s
standards of conduct then in effect, or raise a conflict under the Company’s conflict of interest policies.  
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2. Term.  The period of Executive’s employment under this Agreement shall commence on the Effective Date and shall continue until
Executive’s employment with the Company is terminated pursuant to Section 5.  The phrase “Term” as used in this Agreement shall refer to the entire period
of employment of Executive by the Company.

 3. Compensation and Related Matters.

(a) Annual Base Salary.  During the Term, Executive shall receive a base salary at the rate of $400,000 per year (as
may be increased from time to time, the “Annual Base Salary”), subject to withholdings and deductions, which shall be paid to Executive in accordance with
the customary payroll practices and procedures of the Company.  Such Annual Base Salary shall be reviewed by the CEO, and, as applicable, the Board of
Directors of the Company (the “Board”) and/or the Compensation Committee of the Board, not less than annually.

(b) Annual Bonus.  Executive shall be eligible to receive a discretionary annual bonus based on Executive’s
achievement of performance objectives established by the Board or the Compensation Committee of the Board in consultation with the CEO, such bonus to
be targeted at 40% of Executive’s Annual Base Salary (the “Annual Bonus”).  Any Annual Bonus approved by the Board or the Compensation Committee of
the Board shall be paid at the same time annual bonuses are paid to other executives of the Company generally, subject to Executive’s continuous employment
through the date of approval.  

(c) Benefits.  Executive shall be entitled to participate in such employee and executive benefit plans and programs
as the Company may from time to time offer to provide to its executives, subject to the terms and conditions of such plans.  Notwithstanding the foregoing,
nothing herein is intended, or shall be construed, to require the Company to institute or continue any, or any particular, plan or benefit.

(d) Business Expenses.  The Company shall reimburse Executive for all reasonable, documented, out-of-pocket
travel and other business expenses incurred by Executive in the performance of Executive’s duties to the Company in accordance with the Company’s
applicable expense reimbursement policies and procedures as are in effect from time to time.  

(e) Vacation.  Executive will be entitled to paid vacation in accordance with the Company’s vacation policy.

(f) Sign-On Bonus.  On the first payroll date following the Effective Date, the Company shall pay Executive a one-
time sign on bonus of $100,000, less applicable withholdings and deductions (the “Sign On Bonus”).  Notwithstanding the foregoing, Executive
acknowledges and agrees that the Sign On Bonus will only be fully earned on the second anniversary of the Effective Date if Executive remains continuously
employed with the Company through the second anniversary of the Effective Date.  In the event Executive’s employment with the Company terminates for
any reason prior to the second anniversary of the Effective Date, Executive hereby agrees to repay the Company the portion of the Sign On Bonus calculated
by multiplying $100,000 by a fraction, the numerator of which is the difference between 24 and the number of full months that Executive was employed with
the Company from the Effective Date and the denominator of which is 24 (such fraction, the “Proration Factor”).

(g) Relocation.  Executive agrees to relocate Executive’s principal residence to the San Francisco Bay Area within eighteen (18) months
following the Effective Date.  In connection with such relocation, the Company agrees to provide Executive the following benefits (the
“Relocation Benefits”):  (i) interim furnished housing in the San Francisco Bay Area for Executive’s use while performing his duties to the
Company for up to nine (9) months following the Effective Date, which cost to the Company shall not exceed $5,000 per month; (ii) direct
payment or reimbursement for the storage of Executive’s household goods incurred during the eighteen (18) month period immediately following
the Effective Date while searching for a principal residence in the San Francisco Bay Area; (iii) direct payment or reimbursement for the
relocation of Executive’s household goods from Executive’s home in Pennsylvania to the San Francisco Bay Area completed within eighteen (18)
months immediately following the Effective Date; and (iv) reimbursement of closing costs incurred during the eighteen (18) month period
immediately following the Effective Date by Executive in the sale of Executive’s home in Pennsylvania and the purchase of a new
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home in the San Francisco Bay Area.  In addition, the Company will pay to Executive an additional amount equal to the taxes incurred
by Executive in connection with the provision of the Relocation Benefits, along with any taxes incurred by Executive in connection with the
payment of the additional amounts under this sentence, in each case, calculated using maximum statutory income tax rates and assuming that
Executive will earn more than $200,000 from the Company during 2019 (such payment(s), together with the Relocation Benefits, the “Relocation
Payments”).  Notwithstanding the foregoing, Executive acknowledges and agrees that the Relocation Payments will only be fully earned on the
second anniversary of the Effective Date if Executive remains continuously employed with the Company through the second anniversary of the
Effective Date.  In the event Executive’s employment with the Company terminates for any reason prior to the second anniversary of the Effective
Date, Executive hereby agrees to repay the Company the portion of the Relocation Payments calculated by multiplying the full amount of the
Relocation Payments by the Proration Factor.  Relocation Payments will be made within thirty (30) days after substantiation reasonably
acceptable to the Company is provided to the Company.  To the extent that any reimbursements payable pursuant to this Agreement are subject to
the provisions of Section 409A (as defined below), any such reimbursements payable to Executive pursuant to this Agreement shall be paid to
Executive no later than December 31 of the year following the year in which the expense was incurred, the amount of expenses reimbursed in one
year shall not affect the amount eligible for reimbursement in any subsequent year, and Executive’s right to reimbursement under this Agreement
will not be subject to liquidation or exchange for another benefit.

4. Equity Awards.  In connection with entering into this Agreement, following the Effective Date, the Company will recommend to the
Board or the Compensation Committee of the Board that it grant Executive an option to purchase 100,000 shares of the Company’s common
stock (the “Stock Option”) at a per-share exercise price equal to the closing sales price of the Company’s common stock as quoted on the Nasdaq
Global Market on the date of grant, or if the date of grant is not a trading day, on the most recent trading day before the date of grant, provided
that Executive is employed by the Company on the date of grant. Subject to Executive’s continued employment with the Company through the
applicable vesting date, 25% of the shares underlying the Stock Option will vest on the first anniversary of the Effective Date and 1/48th of the
total number of shares initially underlying the Stock Option will vest on each monthly anniversary thereafter. The Stock Option will otherwise be
subject to the terms and conditions of the Company’s 2018 Incentive Award Plan (the “Plan”) and a stock option agreement to be entered into
between Executive and the Company.

5. Termination.        

(a) At-Will Employment.  The Company and Executive acknowledge that Executive’s employment will be at-will,
as defined under applicable law.  This means that it is not for any specified period of time and can be terminated by Executive or by the Company at any time,
with or without advance notice, and for any or no particular reason or cause.  It also means that Executive’s job duties, title, and responsibility and reporting
level, work schedule, compensation, and benefits, as well as the Company’s personnel policies and procedures, may be changed with prospective effect, with
or without notice, at any time in the sole discretion of the Company (subject to any ramification such changes may have under Section 6 of this
Agreement).  This “at-will” nature of Executive’s employment shall remain unchanged during Executive’s tenure as an employee and may not be changed,
except in an express writing signed by Executive and a duly-authorized officer of the Company.  If Executive’s employment terminates for any lawful reason,
Executive shall not be entitled to any payments, benefits, damages, award, or compensation other than as provided in this Agreement.  

(b) Notice of Termination.  During the Term, any termination of Executive’s employment by the Company or by
Executive (other than by reason of death) shall be communicated by written notice (a “Notice of Termination”) from one Party hereto to the other Party
hereto (i) indicating the specific termination provision in this Agreement relied upon, if any, (ii) setting forth in reasonable detail the facts and circumstances
claimed to provide a basis for termination of Executive’s employment under the provision so indicated, and (iii) specifying the Date of Termination (as
defined below).  The failure by the Company to set forth in the Notice of Termination all of the facts and circumstances which contribute to a showing of
Cause (as defined below) shall not waive any right of the Company hereunder or preclude the Company from asserting such fact or circumstance in enforcing
their rights hereunder.
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(c) Date of Termination.  For purposes of this Agreement, “Date of Termination” shall mean the date of the
termination of Executive’s employment with the Company specified in a Notice of Termination.

(d) Deemed Resignation.  Upon termination of Executive’s employment for any reason, Executive shall be deemed
to have resigned from all offices and board memberships, if any, then held with the Company or any of its affiliates, and, at the Company’s request, Executive
shall execute such documents as are necessary or desirable to effectuate such resignations.

6. Consequences of Termination.

(a) Payments of Accrued Obligations upon all Terminations of Employment.  Upon a termination of Executive’s
employment for any reason, Executive (or Executive’s estate or legal representative, as applicable) shall be entitled to receive, within 30 days after
Executive’s Date of Termination (or such earlier date as may be required by applicable law): (i) any portion of Executive’s Annual Base Salary earned
through Executive’s Date of Termination not theretofore paid, (ii) any expenses owed to Executive under Section 3, (iii) any accrued but unused paid time-off
owed to Executive, (iv) any Annual Bonus approved by the Board, Compensation Committee of the Board and/or the CEO on or prior to the Date of
Termination but unpaid as of the Date of Termination, and (v) any amount arising from Executive’s participation in, or benefits under, any employee benefit
plans, programs, or arrangements under Section 3, which amounts shall be payable in accordance with the terms and conditions of such employee benefit
plans, programs, or arrangements.  Except as otherwise set forth in Sections 6(b) and (c), the payments and benefits described in this Section 6(a) shall be the
only payments and benefits payable in the event of Executive’s termination of employment for any reason.  

(b) Severance Payments upon Covered Termination Outside a Change in Control Period.  If, during the Term, Executive
experiences a Covered Termination outside a Change in Control Period (each as defined below), then in addition to the payments and benefits described in
Section 6(a), the Company shall, subject to Executive’s delivery to the Company of a waiver and release of claims agreement in a form approved by the
Company (a “Release”) that becomes effective and irrevocable in accordance with Section 11(d), provide Executive with the following:

(i) The Company shall pay to Executive an amount equal to the sum of (i) Executive’s Annual Base Salary
multiplied by 0.75 and (ii) Executive’s target Annual Bonus.  Such amount will be subject to applicable withholdings and payable in a single
lump sum cash payment on the first regular payroll date following the date the Release becomes effective and irrevocable in accordance with
Section 11(d).

(ii) During the period commencing on the Date of Termination and ending on the nine-month anniversary thereof
or, if earlier, the date on which Executive becomes eligible for comparable replacement coverage under a subsequent employer’s group health
plan (in any case, the “Non-CIC COBRA Period”), subject to Executive’s valid election to continue healthcare coverage under Section 4980B of
the Internal Revenue Code of 1986, as amended (the “Code”) and the regulations thereunder, the Company shall, in its sole discretion, either (A)
continue to provide to Executive and Executive’s dependents, at the Company’s sole expense, or (B) reimburse Executive and Executive’s
dependents for coverage under its group health plan (if any) at the same levels in effect on the Date of Termination; provided, however, that if (1)
any plan pursuant to which such benefits are provided is not, or ceases prior to the expiration of the continuation coverage period to be, exempt
from the application of Section 409A under Treasury Regulation Section 1.409A‑1(a)(5), (2) the Company is otherwise unable to continue to
cover Executive or Executive’s dependents under its group health plans, or (3) the Company cannot provide the benefit without violating
applicable law (including, without limitation, Section 2716 of the Public Health Service Act), then, in any such case, an amount equal to each
remaining Company subsidy shall thereafter be paid to Executive in substantially equal monthly installments over the Non-CIC COBRA Period
(or remaining portion thereof).

(c) Severance Payments upon Covered Termination During a Change in  Control Period.  If, during the Term, Executive
experiences a Covered Termination during a Change in Control Period, then, in addition
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to the payments and benefits described in Section 6(a), the Company shall, subject to Executive’s delivery to the Company of a Release that becomes
effective and irrevocable in accordance with Section 11(d), provide Executive with the following:

(i) The Company shall pay to Executive an amount equal to the sum of (i) Executive’s Annual Base Salary and (ii)
Executive’s target Annual Bonus.  Such amount will be subject to applicable withholdings and payable in a single lump sum cash payment on the
first regular payroll date following the date the Release becomes effective and irrevocable in accordance with Section 11(d).

(ii) During the period commencing on the Date of Termination and ending on the 12-month anniversary thereof or,
if earlier, the date on which Executive becomes eligible for comparable replacement coverage under a subsequent employer’s group health plan
(in any case, the “CIC COBRA Period”), subject to Executive’s valid election to continue healthcare coverage under Section 4980B of the Code
and the regulations thereunder, the Company shall, in its sole discretion, either (A) continue to provide to Executive and Executive’s dependents,
at the Company’s sole expense, or (B) reimburse Executive and Executive’s dependents for coverage under its group health plan (if any) at the
same levels in effect on the Date of Termination; provided, however, that if (1) any plan pursuant to which such benefits are provided is not, or
ceases prior to the expiration of the continuation coverage period to be, exempt from the application of Section 409A under Treasury Regulation
Section 1.409A-1(a)(5), (2) the Company is otherwise unable to continue to cover Executive or Executive’s dependents under its group health
plans, or (3) the Company cannot provide the benefit without violating applicable law (including, without limitation, Section 2716 of the Public
Health Service Act), then, in any such case, an amount equal to each remaining Company subsidy shall thereafter be paid to Executive in
substantially equal monthly installments over the CIC COBRA Period (or remaining portion thereof).

(iii) Cause any unvested equity awards, including any stock options, restricted stock awards and any such awards
subject to performance-based vesting, held by Executive as of the Date of Termination, to become fully vested and, if applicable, exercisable, and
cause all restrictions and rights of repurchase on such awards to lapse with respect to all of the shares of the Company’s common stock subject
thereto.

(d) No Other Severance.  The provisions of this Section 6 shall supersede in their entirety any severance payment provisions
in any severance plan, policy, program, or other arrangement maintained by the Company except as otherwise approved by the Board.

(e) No Requirement to Mitigate; Survival.  Executive shall not be required to mitigate the amount of any payment provided
for under this Agreement by seeking other employment or in any other manner. Notwithstanding anything to the contrary in this Agreement, the termination
of Executive’s employment shall not impair the rights or obligations of any Party.

(f) Definition of Cause.  For purposes hereof, “Cause” shall mean any one of the following: (i) Executive’s material
violation of any applicable material law or regulation respecting the business of the Company; (ii) Executive’s conviction of, or plea of nolo contendere to, a
felony or other crime involving moral turpitude; (iii) any act of dishonesty, fraud, or misrepresentation in relation to Executive’s duties to the Company which
act is materially and demonstrably injurious to the Company; (iv) Executive’s willful and repeated failure to perform in any material respect Executive’s
duties hereunder after 15 days’ notice and an opportunity to cure such failure and a reasonable opportunity to present to the Board Executive’s position
regarding any dispute relating to the existence of such failure (other than on account of disability); (v) Executive’s failure to attempt in good faith to
implement a clear and reasonable directive from the CEO or to comply with any of the Company’s policies and procedures which failure is either material or
occurs after written notice from the CEO; (vi) any act of gross misconduct which is materially and demonstrably injurious to the Company; or (vii)
Executive’s breach of fiduciary duty owed to the Company.

(g) Definition of Change in Control.  For purposes of this Agreement, “Change in Control” shall mean (i) the acquisition by
any person or group of affiliated or associated persons of more than 50% of the
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outstanding capital stock of the Company or voting securities representing more than 50% of the total voting power of outstanding securities of the Company;
(ii) the consummation of a sale of all or substantially all of the assets of the Company to a third party; (iii) the consummation of any merger involving the
Company in which, immediately after giving effect to such merger, less than a majority of the total voting power of outstanding stock of the surviving or
resulting entity is then “beneficially owned” (within the meaning of Rule 13d-3 under the Securities Exchange Act of 1934, as amended) in the aggregate by
the stockholders of the Company, as applicable, immediately prior to such merger.  For the avoidance of doubt and notwithstanding anything herein to the
contrary, in no event shall a transaction constitute a “Change in Control” if: (w) its sole purpose is to change the state of the Company’s incorporation; (x) its
sole purpose is to create a holding company that will be owned in substantially the same proportions by the persons who held the Company’s securities
immediately before such transaction; (y) it is effected primarily for the purpose of financing the Company with cash (as determined by the Board without
regard to whether such transaction is effectuated by a merger, equity financing, or otherwise); or (z) it constitutes, or includes sales of shares in connection
with, the initial public offering of the Company’s capital stock. Notwithstanding the foregoing, a “Change in Control” must also constitute a “change in
control event,” as defined in Treasury Regulation §1.409A-3(i)(5).

(h) Definition of Change in Control Period. For purposes hereof, “Change in  Control Period” shall mean the period of time
commencing three months prior to a Change in Control and ending 12 months after such Change in Control.

(i) Definition of Covered Termination. For purposes hereof, “Covered Termination” shall mean the termination of
Executive’s employment by the Company without Cause or by Executive for Good Reason, and shall not include a termination due to Executive’s death or
disability.

(j) Definition of Good Reason.  For purposes hereof, “Good Reason” shall mean any one of the following: (i) the material
reduction of Executive’s base salary or target annual performance bonus, (ii) the assignment to Executive of any duties materially and negatively inconsistent
in any respect of Executive’s position (including status, offices, titles and reporting requirements), authority, duties or responsibilities, or any other action by
the Company which results in a material diminution in such position, authority, duties or responsibilities (including without limitation a requirement to report
to any person or entity other than the CEO); or (iii) the Company’s material breach of this Agreement, provided, that, in each case, Executive will not be
deemed to have Good Reason unless (1) Executive first provides the Company with written notice of the condition giving rise to Good Reason within 30 days
of its initial occurrence, (2) the Company or the successor company fails to cure such condition within 30 days after receiving such written notice (the “Cure
Period”), and (3) Executive’s resignation based on such Good Reason is effective within 30 days after the expiration of the Cure Period.

7. Assignment and Successors.  The Company shall assign its rights and obligations under this Agreement to any successor to all or
substantially all of the business or the assets of the Company (by merger or otherwise).  This Agreement shall be binding upon and inure to the
benefit of the Company, Executive, and their respective successors, assigns, personnel, and legal representatives, executors, administrators, heirs,
distributees, devisees, and legatees, as applicable.  None of Executive’s rights or obligations may be assigned or transferred by Executive, other
than Executive’s rights to payments hereunder, which may be transferred only by will, operation of law, or as otherwise provided herein.

8. Miscellaneous Provisions.  

(a) Confidentiality Agreement.  As a condition of Executive’s employment with the Company, Executive
must sign and comply with the Company’s Proprietary Information and Inventions Assignment Agreement, a copy of which is attached hereto as Exhibit A
(the “Confidentiality Agreement”).  The Confidentiality Agreement shall survive the termination of this Agreement and Executive’s employment with the
Company for the applicable period(s) set forth therein.  Notwithstanding the foregoing, in the event of any conflict between the terms of the Confidentiality
Agreement and the terms of this Agreement, the terms of this Agreement shall prevail.

(b) Non-Solicitation of Employees.  For a period of one year following Executive’s Date of Termination,
Executive shall not, either directly or indirectly (i) solicit for employment by any individual, corporation,
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firm, or other business, any employees, consultants, independent contractors, or other service providers of the Company or any of its affiliates, or (ii) solicit
any employee or consultant of the Company or any of its affiliates to leave the employment or consulting of or cease providing services to the Company or
any of its affiliates; provided, however, that the foregoing clauses (i) and (ii) shall not apply to a general advertisement or solicitation (or any hiring pursuant
to such advertisement or solicitation) that is not specifically targeted to such employees or consultants.

(c) Governing Law.  This Agreement shall be governed, construed, interpreted, and enforced in accordance
with its express terms, and otherwise in accordance with the substantive laws of the State of California, without giving effect to any principles of conflicts of
law, whether of the State of California or any other jurisdiction, and where applicable, the laws of the United States, that would result in the application of the
laws of any other jurisdiction.

(d) Validity.  The invalidity or unenforceability of any provision or provisions of this Agreement shall not
affect the validity or enforceability of any other provision of this Agreement, which shall remain in full force and effect.  

(e) Counterparts.  This Agreement may be executed in several counterparts, each of which shall be deemed
to be an original, but all of which together will constitute one and the same Agreement.  Signatures delivered by facsimile shall be deemed effective for all
purposes.

(f) Entire Agreement.  The terms of this Agreement, together with the Confidentiality Agreement, are
intended by the Parties to be the final expression of their agreement with respect to the employment of Executive by the Company and supersede all prior
understandings and agreements, whether written or oral, regarding Executive’s service to the Company.    The Parties further intend that this Agreement, together
with the Confidentiality Agreement, shall constitute the complete and exclusive statement of their terms and that no extrinsic evidence whatsoever may be
introduced in any judicial, administrative, or other legal proceeding to vary the terms of this Agreement or the Confidentiality Agreement.  Notwithstanding
the foregoing, in the event of any conflict between the terms of the Confidentiality Agreement and the terms of this Agreement, the terms of this Agreement
shall prevail.   

(g) Amendments; Waivers.  This Agreement may not be modified, amended, or terminated except by an
instrument in writing signed by Executive and a duly authorized representative of the Company.  By an instrument in writing similarly executed, Executive or a
duly authorized officer of the Company, as applicable, may waive compliance by the other Party with any specifically identified provision of this Agreement
that such other Party was or is obligated to comply with or perform; provided, however, that such waiver shall not operate as a waiver of, or estoppel with
respect to, any other or subsequent failure.  No failure to exercise and no delay in exercising any right, remedy, or power hereunder shall preclude any other or
further exercise of any other right, remedy, or power provided herein or by law or in equity.  

(h) Dispute Resolution.  To ensure the timely and economical resolution of disputes that arise in
connection with this Agreement, Executive and the Company agree that any and all controversies, claims and disputes arising out of or relating to this
Agreement, including without limitation any alleged violation of its terms, shall be resolved be resolved solely and exclusively by final and binding
arbitration held in Alameda County, California through JAMS in conformity with California law and the then-existing JAMS employment arbitration rules,
which can be found at https://www.jamsadr.com/rules-employment-arbitration/. The arbitrator shall: (a) provide adequate discovery for the resolution of the
dispute; and (b) issue a written arbitration decision, to include the arbitrator’s essential findings and conclusions and a statement of the award. The arbitrator
shall award the prevailing Party attorneys’ fees and expert fees, if any. Notwithstanding the foregoing, it is acknowledged that it will be impossible to measure
in money the damages that would be suffered if the Parties fail to comply with any of the obligations imposed on them under Section 8(a), and that in the
event of any such failure, an aggrieved person will be irreparably damaged and will not have an adequate remedy at law.  Any such person shall, therefore, be
entitled to injunctive relief, including specific performance, to enforce such obligations, and if any action shall be brought in equity to enforce any of the
provisions of Section 8(a), none of the Parties shall raise the defense that there is an adequate remedy at law.  Executive and the Company understand that by
agreement to arbitrate any claim pursuant to this Section 8(h), they will not have the right to have any claim decided by a jury or a court, but shall instead
have any claim decided through arbitration. Executive and the Company waive any constitutional or other right to bring claims
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covered by this Agreement other than in their individual capacities. Except as may be prohibited by applicable law, the foregoing waiver includes the ability
to assert claims as a plaintiff or class member in any purported class or representative proceeding.

(i) Enforcement.  If any provision of this Agreement is held to be illegal, invalid, or unenforceable under
present or future laws, such provision shall be fully severable; this Agreement shall be construed and enforced as if such illegal, invalid, or unenforceable
provision had never comprised a portion of this Agreement; and the remaining provisions of this Agreement shall remain in full force and effect and shall not
be affected by the illegal, invalid, or unenforceable provision or by its severance from this Agreement.  Furthermore, in lieu of such illegal, invalid, or
unenforceable provision there shall be added automatically as part of this Agreement a provision as similar in terms to such illegal, invalid, or unenforceable
provision as may be possible and be legal, valid, and enforceable.

(j) Withholding.  The Company shall be entitled to withhold from any amounts payable under this
Agreement any federal, state, local, or foreign withholding or other taxes or charges which the Company is required to withhold.  The Company shall be
entitled to rely on an opinion of counsel if any questions as to the amount or requirement of withholding shall arise.

(k) Whistleblower Protections and Trade Secrets. Notwithstanding anything to the contrary contained
herein, nothing in this Agreement prohibits Executive from reporting possible violations of federal law or regulation to any United States governmental
agency or entity in accordance with the provisions of and rules promulgated under Section 21F of the Securities Exchange Act of 1934 or Section 806 of the
Sarbanes-Oxley Act of 2002, or any other whistleblower protection provisions of state or federal law or regulation (including the right to receive an award for
information provided to any such government agencies). Furthermore, in accordance with 18 U.S.C. § 1833, notwithstanding anything to the contrary in this
Agreement: (i) Executive shall not be in breach of this Agreement, and shall not be held criminally or civilly liable under any federal or state trade secret law
(x) for the disclosure of a trade secret that is made in confidence to a federal, state, or local government official or to an attorney solely for the purpose of
reporting or investigating a suspected violation of law, or (y) for the disclosure of a trade secret that is made in a complaint or other document filed in a
lawsuit or other proceeding, if such filing is made under seal; and (ii) if Executive files a lawsuit for retaliation by the Company for reporting a suspected
violation of law, Executive may disclose the trade secret to Executive’s attorney, and may use the trade secret information in the court proceeding, if
Executive files any document containing the trade secret under seal, and does not disclose the trade secret, except pursuant to court order.

9. Prior Employment.  Executive represents and warrants that Executive’s acceptance of employment with the Company has not
breached, and the performance of Executive’s duties hereunder will not breach, any duty owed by Executive to any prior employer or other
person.  Executive further represents and warrants to the Company that (a) the performance of Executive’s obligations hereunder will not violate
any agreement between Executive and any other person, firm, organization, or other entity; (b) Executive is not bound by the terms of any
agreement with any previous employer or other party to refrain from competing, directly or indirectly, with the business of such previous
employer or other party that would be violated by Executive entering into this Agreement and/or providing services to the Company pursuant to
the terms of this Agreement; and (c) Executive’s performance of Executive’s duties under this Agreement will not require Executive to, and
Executive shall not, rely on in the performance of Executive’s duties or disclose to the Company or any other person or entity or induce the
Company in any way to use or rely on any trade secret or other confidential or proprietary information or material belonging to any previous
employer of Executive.

10. Golden Parachute Excise Tax.

(a) Best Pay.  Any provision of this Agreement to the contrary notwithstanding, if any payment or benefit
Executive would receive from the Company pursuant to this Agreement or otherwise (“Payment”) would (i) constitute a “parachute payment” within the
meaning of Section 280G of the Code and (ii) but for this sentence, be subject to the excise tax imposed by Section 4999 of the Code (the “Excise Tax”), then
such Payment will be equal to the Reduced Amount (as defined below).  The “Reduced Amount” will be either (A) the largest portion of the Payment that
would result in no portion of the Payment (after reduction) being subject to the Excise Tax or (B) the
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entire Payment, whichever amount after taking into account all applicable federal, state, and local employment taxes, income taxes, and the Excise Tax (all
computed at the highest applicable marginal rate, net of the maximum reduction in federal income taxes which could be obtained from a deduction of such
state and local taxes), results in Executive’ s receipt, on an after-tax basis, of the greater economic benefit notwithstanding that all or some portion of the
Payment may be subject to the Excise Tax.  If a reduction in a Payment is required pursuant to the preceding sentence and the Reduced Amount is determined
pursuant to clause (A) of the preceding sentence, the reduction shall occur in the manner (the “Reduction Method”) that results in the greatest economic
benefit for Executive.  If more than one method of reduction will result in the same economic benefit, the items so reduced will be reduced pro rata (the “Pro
Rata Reduction Method”).  Notwithstanding the foregoing, if the Reduction Method or the Pro Rata Reduction Method would result in any portion of the
Payment being subject to taxes pursuant to Section 409A  that would not otherwise be subject to taxes pursuant to Section 409A, then the Reduction Method
and/or the Pro Rata Reduction Method, as the case may be, shall be modified so as to avoid the imposition of taxes pursuant to Section 409A as follows:  (1)
as a first priority, the modification shall preserve to the greatest extent possible, the greatest economic benefit for Executive as determined on an after-tax
basis; (2) as a second priority, Payments that are contingent on future events (e.g., being terminated without cause), shall be reduced (or eliminated) before
Payments that are not contingent on future events; and (3) as a third priority, Payments that are “deferred compensation” within the meaning of Section 409A
shall be reduced (or eliminated) before Payments that are not deferred compensation within the meaning of Section 409A.

(b) Accounting Firm.  The accounting firm engaged by the Company for general tax purposes as of the day prior to
the Change in Control will perform the calculations set forth in Section 10(a).  If the firm so engaged by the Company is serving as the accountant or auditor
for the acquiring company, the Company will appoint a nationally recognized accounting firm to make the determinations required hereunder.  The Company
will bear all expenses with respect to the determinations by such firm required to be made hereunder.  The accounting firm engaged to make the
determinations hereunder will provide its calculations, together with detailed supporting documentation, to the Company within 30 days before the
consummation of a Change in Control (if requested at that time by the Company) or such other time as requested by the Company.  If the accounting firm
determines that no Excise Tax is payable with respect to a Payment, either before or after the application of the Reduced Amount, it will furnish the Company
with documentation reasonably acceptable to the Company that no Excise Tax will be imposed with respect to such Payment.  Any good faith determinations
of the accounting firm made hereunder will be final, binding and conclusive upon the Company and Executive.

11. Section 409A.

(a) General.  The intent of the Parties is that the payments and benefits under this Agreement comply with
or be exempt from Section 409A of the Code and the Department of Treasury regulations and other interpretive guidance issued thereunder, including without
limitation any such regulations or other guidance that may be issued after the Effective Date, (“Section 409A”) and, accordingly, to the maximum extent
permitted, this Agreement shall be interpreted to be in compliance therewith.  If Executive notifies the Company that Executive has received advice of tax
counsel of a national reputation with expertise in Section 409A that any provision of this Agreement would cause Executive to incur any additional tax or
interest under Section 409A (with specificity as to the reason therefor) or the Company independently makes such determination, the Company and Executive
shall take commercially reasonable efforts to reform such provision to try to comply with or be exempt from Section 409A through good faith modifications
to the minimum extent reasonably appropriate to conform with Section 409A, provided that any such modifications shall not increase the cost or liability to
the Company.  To the extent that any provision hereof is modified in order to comply with or be exempt from Section 409A, such modification shall be made
in good faith and shall, to the maximum extent reasonably possible, maintain the original intent and economic benefit to Executive and the Company of the
applicable provision without violating the provisions of Section 409A.

(b) Separation from Service.  Notwithstanding any provision to the contrary in this Agreement:  (i) no
amount that constitutes “deferred compensation” under Section 409A shall be payable pursuant to Section 6 unless the termination of Executive’s
employment constitutes a “separation from service” within the meaning of Section 1.409A-1(h) of the Department of Treasury Regulations (“Separation
from Service”); (ii) for purposes of Section 409A, Executive’s right to receive installment payments shall be treated as a right to receive a series of separate
and distinct payments; and (iii) to the extent that any reimbursement of expenses or in-kind benefits constitutes
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“deferred compensation” under Section 409A, such reimbursement or benefit shall be provided no later than December 31st of the year following the year in
which the expense was incurred.  The amount of expenses reimbursed in one year shall not affect the amount eligible for reimbursement in any subsequent
year.  The amount of any in-kind benefits provided in one year shall not affect the amount of in-kind benefits provided in any other year.

(c) Specified Employee.  Notwithstanding anything in this Agreement to the contrary, if Executive is
deemed by the Company at the time of Executive’s Separation from Service to be a “specified employee” for purposes of Section 409A, to the extent delayed
commencement of any portion of the benefits to which Executive is entitled under this Agreement is required in order to avoid a prohibited distribution under
Section 409A, such portion of Executive’s benefits shall not be provided to Executive prior to the earlier of (i) the expiration of the six-month period
measured from the date of Executive’s Separation from Service with the Company or (ii) the date of Executive’s death.  Upon the first business day following
the expiration of the applicable Section 409A period, all payments deferred pursuant to the preceding sentence shall be paid in a lump sum to Executive (or
Executive’s estate or beneficiaries), and any remaining payments due to Executive under this Agreement shall be paid as otherwise provided herein.  

(d) Release.  Notwithstanding anything to the contrary in this Agreement, to the extent that any payments
due under this Agreement as a result of Executive’s termination of employment are subject to Executive’s execution and delivery of a Release, (i) the
Company shall deliver the Release to Executive within ten business days following Executive’s Date of Termination, and the Company’s failure to deliver a
Release prior to the expiration of such ten business day period shall constitute a waiver of any requirement to execute a Release, (ii) if Executive fails to
execute the Release on or prior to the Release Expiration Date (as defined below) or timely revokes Executive’s acceptance of the Release thereafter,
Executive shall not be entitled to any payments or benefits otherwise conditioned on the Release, and (iii) in any case where Executive’s Date of Termination
and the Release Expiration Date fall in two separate taxable years, any payments required to be made to Executive that are conditioned on the Release and are
treated as nonqualified deferred compensation for purposes of Section 409A shall be made in the later taxable year.  For purposes of this Section 11(d),
“Release Expiration Date” shall mean the date that is 21 days following the date upon which the Company timely delivers the Release to Executive, or, in the
event that Executive’s termination of employment is “in connection with an exit incentive or other employment termination program” (as such phrase is
defined in the Age Discrimination in Employment Act of 1967), the date that is 45 days following such delivery date.  To the extent that any payments of
nonqualified deferred compensation (within the meaning of Section 409A) due under this Agreement as a result of Executive’s termination of employment are
delayed pursuant to this Section 11(d), such amounts shall be paid in a lump sum on the first payroll date following the date that Executive executes and does
not revoke the Release (and the applicable revocation period has expired) or, in the case of any payments subject to Section 11(d)(iii), on the first payroll
period to occur in the subsequent taxable year, if later.

12. Employee Acknowledgement.  Executive acknowledges that Executive has read and understands this Agreement, is fully aware of its
legal effect, has not acted in reliance upon any representations or promises made by the Company other than those contained in writing herein,
and has entered into this Agreement freely based on Executive’s own judgment.  

[Signature Page Follows]
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The Parties have executed this Agreement as of the Effective Date.

 

GRITSTONE ONCOLOGY, INC.

By:/s/ Andrew Allen

Name: Andrew Allen

Title: President and Chief Executive Officer

EXECUTIVE

By: /s/ Vijay Yabannavar

Name: Vijay Yabannavar

Address:

 

 

 

 

 



 

Exhibit A

Proprietary Information and Inventions Assignment Agreement

[Omitted pursuant to Regulation S-K, Item 601(a)(5)]

 



 
Exhibit 10.2

 
License Agreement

This License Agreement, made and entered  into as of September  6, 2018 ("Agreement"), is by and between Gritstone
Oncology, Inc., a Delaware corporation, having a place of business located at 5858 Horton  Street, Suite 210, Emeryville,  CA
94608 ("Licensee")  and MIL 21E, LLC a Delaware limited liability company, having a place of business located at 21 Erie
Street, Cambridge, MA 02139 ("Licensor").

 
RECITALS

 
WHEREAS, Licensor, or its affiliate, has leased certain space located at 21 Erie Street, Cambridge, MA 02139 (the

"Building") through a lease agreement (the "Lease") between Licensor and BMR-21 Erie Street, LLC ("Landlord"); and
 

WHEREAS, Licensee desires to use certain space and services, as set forth below, for research and development,
laboratory research and office use.

 
For good and valuable consideration, the receipt and legal sufficiency of which are hereby acknowledged, accepted and

agreed to, the parties agree as follows:
 
 1. License.
 
 (a) License Description. Licensor grants to Licensee the following (A) and (B), of which shall constitute the Licensee's

license (the "License"), solely to, (i) use as office and laboratory space (and all uses ancillary thereto), in all cases,
consistent with current zoning for the Building and all applicable laws; (ii) conduct Licensee's business; and (iii)
collaborate with Licensor's staff and other licensees in accordance with this Agreement:

 

(A) a non-transferable, non-assignable license to, (i) use Lab J, more specifically identified in the blue-
shaded portion of the floor plan attached to this Agreement as Exhibit 1 ("Lab Suite"), and (ii) use Office J, more
specifically identified in the blue-shaded portion of the floor plan attached to this Agreement as Exhibit 1 ("Office
Suite") and (B) a non  transferable, non-exclusive, non-assignable license to use any common areas ("Shared
Premises"), subject to Licensor's reasonable rules and restrictions which shall be implemented in a non-discriminatory
basis with respect to Licensee. The Lab Suite, Office Suite and Shared Premises shall constitute the licensed premises
(the "Licensed Premises"). Licensor shall have no obligation to alter, repair or otherwise prepare the Licensed
Premises for Licensee's use or to pay for, or provide any, improvements to the Licensed Premises except as expressly
provided herein. Licensee shall not use the Licensed Premises or Shared Premises for any use other than the foregoing,
including but not limited to medical care or human clinical trials, without first obtaining written permission from
Licensor, which Licensor may withhold in its sole discretion.

 
 (b) Scope of License. The License shall not include access to any additional office or laboratory space in the Building.

Licensor retains all of the rights and privileges as the property owner that are not inconsistent with the provisions of this
Agreement. Licensee understands and agrees that other licensee(s) may jointly occupy portions of the Building,
including but not limited to the Shared Premises. Licensee agrees to cooperate and

 

 

 



 
 

coordinate with any other licensee(s) that occupies portions of the Building and that, other than the Lab Suite and the
Office Suite, use of any other portion of the Building shall not be exclusive to Licensee. Sections 10, 11 and 13 below
shall apply to any and all Claims (as defined below) arising out of, or in connection with, any other licensee(s),
persons or entities using or occupying the Building.

 
 (c) Occupants. The License shall only grant Licensee, and no more than twenty seven (27) of Licensee's members,

employees or agents (collectively, "Occupants"), access to the Licensed Premises and Shared Premises; provided,
however, that Licensor may grant access to additional Occupants ("Additional Occupants") as set forth in Section 3
below.

 

 
 2. Term and Termination.
 
 (a) Term. Unless terminated earlier in accordance with this Section 2, the term ("Term") of this Agreement shall

commence on September 1, 2018 ("Term Commencement Date") and expire on August 31, 2020 ("Expiration
Date"). Under no circumstance shall Licensor be liable to Licensee for failure to provide access to the Licensed
Premises or Shared Premises on or before September 1, 2018; provided, however, that if Licensor is unable to provide
Licensee access to the Licensed Premises on or before September  1,  2018,  the Term Commencement Date and
Expiration Date shall be extended by the number of days Licensor is unable to provide access to the Licensed Premises.

 

 
 (b) Termination Licensor may terminate this Agreement "cause" by giving written notice to Licensee specifying the cause,

and giving Licensee ten (10) days to cure the condition that constitutes Cause, except in instances of Licensee's actions or
inactions that threaten the health or safety of any person or property, in which case Licensor may immediately terminate
upon written notice without giving Licensee ten (10) days to cure. "Cause" shall include, but is not limited to: (i)
Licensee's violation of this Agreement; (ii) Licensee's failure to comply with any covenants contained herein; or (iii)
Licensee's use of the Licensed Premises or Shared Premises in violation of any rules and procedures promulgated by
Licensor or Landlord. Upon the occurrence of any of the foregoing, and at any time thereafter, and without limiting
Licensor in the exercise of any right or remedy that Licensor may have, Licensor may do any or all of the following by
written notice to Licensee or by any lawful means, (A) terminate Licensee's access to the Licensed Premises, or (B)
terminate the License. In either instance, Licensee shall immediately surrender the Licensed Premises to Licensor. In
such event, Licensor shall have the immediate right to re-enter and remove all persons and property from the Licensed
Premises and Shared Premises, and such property may be removed and stored in a public warehouse or elsewhere at the
cost and for the account of Licensee, without being deemed guilty of trespass or becoming liable for any loss or damage
that may be occasioned thereby. In the event that Licensor shall elect to so terminate this License, then Licensor shall be
entitled to recover from Licensee all direct and indirect damages incurred by Licensor by reason of Licensee's default.
Upon termination of this Agreement, the License shall expire and Licensee shall immediately vacate the Licensed
Premises and Shared Premises. Under no circumstances shall Licensee, Licensor or Landlord be liable for any alleged,
purported, consequential or direct damages resulting from Licensor or Landlord
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terminating this Agreement.
 
 3. License Fee.
 
 (a) Base Fee. Licensee shall pay a monthly license fee equal to $127,968.75 ("License Fee"), which shall be paid in advance

on or before the first day of each and every month during the Tenn. Licensee shall pay each License Fee payment by
electronic payment to Licensor. The License Fee shall be subject to a three percent (3%) increase upon the first anniversary
of the Term Commencement Date. Notwithstanding the foregoing, the License Fee for the first (1st) year of the Term
shall be prepaid in accordance with Section 3(e).

 

 
 (b) Late Fee. If any payment of the License Fee, or any other payment due under this Agreement, is not received by

Licensor on or before the first day of each month, or when otherwise due, Licensee shall pay to Licensor a late payment
charge equal to ten percent (10%) of the amount of such delinquent payment, in addition to any outstanding License Fee
or any other payment due under this Agreement then owing. Thereafter, Licensee shall pay eighteen percent (18%)
interest on any outstanding License Fee or other payment due under this Agreement that remains unpaid; such interest
shall accrue beginning the date such payment is due until the date such payment is actually paid.

 

 
 (c) Additional Fees. Licensee may request that Licensor grant access to Additional Occupants provided that Licensee first (i)

submits a written request to Licensor requesting Additional Occupants; (ii) Licensee receives written confirmation from
Licensor granting access to Additional Occupants; and (iii) Licensee pays, in addition to the License Fee, an amount
equal to $2,500 per month for each Additional Occupant.

 

 
 (d) Security Deposit. Licensee shall be required to pay a Security Deposit in the amount set forth below. The purpose of

the Security Deposit is to guarantee the full, prompt and faithful performance by Licensee of all of the terms, conditions,
covenants, agreements, warranties and provisions of this Agreement to be performed, fulfilled or observed by Licensee
hereunder, including but not limited to the payment of the License Fee and other charges. If Licensee breaches any term
or condition of this Agreement, said Security Deposit or any part thereof may be used to pay any such payment or
perform any obligations of the Licensee, and the Licensee shall immediately replace the amount of the Security Deposit
so used. Said Security Deposit may be co-mingled with the Licensor's other funds, need not be kept in a separate
account, and Licensor shall not be require to pay interest on same.  Licensor shall promptly return the balance of the
Security Deposit at the end of Term, as extended from time to time. Licensor, from  time  to  time,  may transfer the
Security Deposit to any mortgagee or any grantee or grantees to  be  held  by such mortgagee, grantee or grantees as the
Security Deposit hereunder on the above terms, and upon such transfer to such mortgagee, grantee or grantees, Licensor
thereupon shall be relieved from all further liability to the Licensee with respect to the Security Deposit, and Licensee
thereafter shall look only to such mortgagee, grantee or grantees for the return of the Security Deposit.

 

 
 (e) Initial Payment.Licensee shall pay, immediately upon executing this Agreement, an
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amount equal to the License Fee for the first twelve (12) months of the Term of this Agreement subject to a sixteen
percent (16%) discount ($1,289,925.00), the License Fee for the last month of the Term of this Agreement
($131,807.81), a Security Deposit equal to $131,807.81, and the Parking Fees (as defined below) associated with
Licensee's Parking Spaces (as defined below). As such, Licensee shall pay a total of $1,553,540.62 plus the
aforementioned Parking Fees, on or before the execution of this Agreement.

 
 4. Service Agreement. Licensor agrees to provide to Licensee, during the entire Term of this Agreement, the services set forth

in the Service Agreement attached hereto as Exhibit 2. The License Fee shall cover and include the cost of the services set
forth in the Service Agreement and, unless the scope of services requested by Licensee exceed those set forth in the Service
Agreement, Licensee shall not be assessed any additional fees for services contained in the Service Agreement. The Service
Agreement shall be governed by the terms of this Agreement and if there is any conflict between the covenants and
representations contained in this Agreement and the Service Agreement, the terms of this Agreement shall prevail and be
binding upon Licensor and Licensee. Licensor shall not be liable for any failure to provide the services set forth in the Service
Agreement to the extent such failure is beyond Licensor's reasonable control.

 

 
 5. Common Areas. Licensee hereby acknowledges that other licensees and/or occupants are occupying or may in the future

occupy other portions of the Building. Licensee's use of the Licensed Premises, and access to and use of the common areas
and any other services in connection with the Licensed Premises or this Agreement, shall be subject to any and all rules and
procedures reasonably promulgated by Licensor and/or Landlord and delivered to Licensee from time to time. Such rules and
procedures shall be uniformly applied to all licensees and/or occupants in a non-discriminatory manner. Licensee's
compliance with such rules and procedures constitutes a material inducement to Licensor's willingness to enter into this
Agreement; any violation thereof shall constitute a material breach of this Agreement.

 

 
 6. Parking. During the Term, Licensee shall have a non-exclusive, irrevocable license to use six

(6) unreserved parking spaces ("Licensee's Parking Spaces").  Licensee shall have no right to elect to reduce its number
of Licensee's Parking Spaces and shall be responsible for the Parking Fees (defined below) for such spaces regardless of
whether its Occupants use Licensee's Parking Spaces. Licensee shall pay, in addition to the License Fee, monthly parking
fees equal to the prevailing rates for the Building ("Parking Fees") and shall pay such Parking Fees to Licensor at the time
each License Fee payment is due.

 
 7. Modifications to Licensed Premises. Licensee shall not make any modification to the Licensed Premises without Licensor's

prior written approval, which approval may be withheld or conditioned in Licensor's sole discretion. Licensee shall bear the
cost of any approved modifications to the Licensed Premises. All articles of personal property, and all business and trade
fixtures, machinery and equipment, cabinet work, furniture and movable partitions, if any, paid for or installed by Licensee in
the Licensed Premises will be and remain the property of Licensee and may be removed by Licensee at any time, provided that
Licensee, at its expense, shall repair any damage to the Licensed Premises caused by such removal or by the original
installation. Licensee shall remove all of Licensee's personal property at the
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expiration of the Term of this Agreement or sooner termination of this Agreement, in which event the removal shall be
done at Licensee's expense and Licensee, prior to the end of the Term of this Agreement or upon sooner termination of this
Agreement, shall repair any damage to the Licensed Premises caused by its removal.

 
8. Hazardous Materials. Licensee shall strictly comply with all Environmental Laws to the extent such provisions
relate to the Licensed Premises during the Term of this Agreement. For purposes hereof, "Environmental Laws" shall mean
all laws, statutes, ordinances, rules and regulations of any local, state or federal governmental authority having jurisdiction
concerning environmental, health and safety matters, including but not limited to any discharge by Licensee or Licensee's
Occupants into the air, surface water, sewers, soil or groundwater of any Hazardous Material (defined below) whether within
or outside the Licensed Premises, including, without limitation (i) the Federal Water Pollution Control Act, 33 U.S.C. Section
1251 et seq., (ii) the Federal Resource Conservation and Recovery Act, 42 U.S.C. Section 6901 et seq., (iii) the Comprehensive
Environmental Response, Compensation and Liability Act, 42 U.S.C. Section 9601 et seq., (iv) the Toxic Substances Control
Act of 1976, 15 U.S.C. Section 2601 et seq., and (v) Chapter 21E of the General Laws of Massachusetts. Licensee, at its sole
cost and expense, shall comply with (a) Environmental Laws, and (b) any rules, requirements and safety procedures of the
Massachusetts Department of Environmental Protection, the city in which the Building is located, and any insurer of the
Building or the Licensed Premises with respect to Licensee's use, storage and disposal of any Hazardous Materials.
Notwithstanding anything in this Agreement to the contrary, Licensee shall have no liability to Licensor or responsibility
under this Agreement for any Hazardous Materials in, on, under or about the Licensed Premises that were not released,
discharged, stored or introduced by Licensee or its agents. The term "Hazardous Material" means asbestos, oil or any
hazardous, radioactive or toxic substance, material, waste or petroleum derivative which is or becomes regulated by any
Environmental Law or which is designated as a "hazardous substance," "hazardous material," "oil," "hazardous waste" or
toxic substance under any Environmental Law. Licensee shall follow all of Licensor's Environmental Health and Safety
("EH&S") guidelines and requirements, which may be modified from time to time.

 
 9. Fire, Other Casualty; Eminent Domain. In the event of a fire or other casualty affecting the Building or the Licensed

Premises, or of a taking of all or a part of the Building or Licensed Premises under the power of eminent domain: (i) Licensor
shall not have any obligation to repair or restore the Licensed Premises or any alterations or personal property; (ii) Licensee
shall be entitled only to a proportionate abatement of the License Fee during the time and to the extent the Licensed Premises
are unfit for the purposes permitted under this Agreement and not used by Licensee as a result thereof; (iii) Licensee shall not,
by reason thereof, have a right to terminate this Agreement unless the Lease shall be terminated; and (iv) Licensor and
Landlord reserve the right to terminate this Agreement in connection with any right granted to either Licensor or Landlord
under the Lease whether or not the Licensed Premises is damaged or the subject of a taking. In the event Licensor or Landlord
exercises the right to terminate the Lease as the result of any such fire, casualty or taking, (a) Licensor shall provide Licensee
with a copy of the relevant termination notice and this Agreement shall terminate on the date upon which the Lease
terminates and (b) Licensee shall immediately pay to Licensor all of Licensee's insurance proceeds relating to all alterations
(but not to Licensee's personal
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property).
 
 10. Limit of Liability. Notwithstanding anything to the contrary contained in this Agreement, Landlord, Licensor, their

respective, members, officers, directors, employees, agents, servants, lenders, mortgagees, ground lessors beneficiaries and
contractors (collectively, the "Licensor Parties"), shall not be liable for any damages or injury to person or property or
resulting from the loss of use thereof sustained by Licensee or anyone having Claims through or on behalf of Licensee, based
on, arising out of, or resulting from, any cause whatsoever, including any due to the Building becoming out of repair, or due to
the occurrence of any accident or event in or about the Building, or due to any act or neglect of any tenant or occupant of the
Building or any other person. Notwithstanding the foregoing provision of this Section, Licensor Parties shall not be released
from Claims caused by Licensor Parties' gross negligence or willful misconduct to the extent such injury is not covered by
insurance either carried by Licensee (or such person) or required by this Agreement to be carried by Licensee; provided that
Licensor Parties shall not, under any circumstances, be liable for any exemplary, punitive, consequential or indirect damages (or
for any interruption of or loss to business). Notwithstanding anything to the contrary set forth in this Agreement, if Licensee
or anyone having claims through or on behalf of Licensee is awarded a judgment or other remedy against Licensor Parties,
the recourse for satisfaction of the same shall be limited to execution against Licensor's interest in the Lease. No other asset of
Licensor Parties' shall be available to satisfy, or be subject to, such judgment or other remedy, nor shall any such person be held
to have any personal liability for satisfaction or any claim or judgment.

 

 
 11. Waiver of Claims. Licensee hereby releases and waives any and all claims against the Licensor Parties for injury or damage

to person, property or business of every kind, nature and description, sustained in or about the Building or the Licensed
Premises by Licensee or anyone claiming under Licensee, other than by reason of gross negligence or willful misconduct of the
Licensor Parties and except in any case which would render this release and waiver void under applicable law.

 

 
 12. Insurance. See Insurance Requirements attached hereto as Exhibit 3.
 
 (a) Subrogation. Licensee and its insurers hereby waive any and all rights of recovery or subrogation against the Licensor

Parties with respect to any Claims (as defined below) howsoever caused, that are covered, or should have been covered,
by valid and collectible insurance, including any deductibles or self-insurance maintained thereunder. If necessary,
Licensee agrees to endorse the required insurance policies to permit waivers of subrogation as required hereunder and hold
harmless and indemnify the Licensor Parties for any loss or expense incurred as a result of a failure to obtain such
waivers of subrogation from insurers. Such waivers shall continue so long as Licensee's insurers so permit. Any
termination of such a waiver shall be by written notice to Licensor. Licensee, upon obtaining the policies of insurance
required or permitted hereunder, shall give notice to its insurance carriers that the foregoing waiver of subrogation is
contained in herein. If such policies shall not be obtainable with such waiver or shall be so obtainable only at a premium
over that chargeable without such waiver, then Licensee shall notify Licensor of such conditions.
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 (b) Assumption of Risk. Licensee assumes the risk of damage, and shall be liable for any damage caused to, any fixtures,
goods, inventory, merchandise, equipment and leasehold improvements, and the Licensor Parties shall not be liable for
injury to Licensee's business or any loss of income therefrom, relative to such damage.  Licensee shall, at Licensee's
sole cost and expense, carry such insurance as Licensee desires for Licensee's protection with respect to personal
property of Licensee or business interruption.

 

 
 (c) Exceptions. Notwithstanding anything contained to the contrary in this Agreement, Licensee shall not be required to

obtain the insurance set forth in Sections l. 1 (e) or (f) of Exhibit 3.
 

 
 13. Indemnification. Except to the extent arising from the gross negligence or willful misconduct of the Licensor or the Licensor

Parties, Licensee shall indemnify, defend (by counsel acceptable to Licensor), release, protect and hold the Licensor Parties
harmless from and against any and all demands, claims, liabilities, losses, costs, expenses, actions, causes of action,
damages, suits or judgments, and all reasonable expenses (including reasonable attorneys' fees, charges and disbursements,
regardless of whether the applicable demand, claim, action, cause of action or suit is voluntarily withdrawn or dismissed)
incurred in investigating or resisting the same (collectively, "Claims") of any kind or nature that arise before, during or after
the Term, arising out of or related to: (i) the use or occupancy of the Licensed Premises or Shared Premises by Licensee or its
Occupants or anyone claiming by, through or under Licensee; (ii) the failure by Licensee or anyone claiming by, through or
under Licensee to comply with any term, condition, or covenant of this Agreement, including, without limitation, Licensee's
obligation to surrender the Licensed Premises in the condition herein required; (iii) the negligence or willful misconduct of
Licensee, its agents or anyone claiming by, through or under Licensee; (iv) the existence of Hazardous Materials on, under or
about the Licensed Premises to the extent caused, stored, released, discharged or introduced by Licensee or its agents; (v) the
death of or injury to any person or damage to any property in the Licensed Premises; or (vi) the death of or injury to any
person or damage to any property on or about the Building to the extent caused by the negligence, recklessness or willful
misconduct of Licensee or its agents.

 

 
 14. Assignment.
 
 (a) No Assignment. Licensee shall not assign, encumber or transfer this Agreement, or any part of it, or its right or interest

in it, without Licensor's prior written approval. Licensee shall not in any way obstruct or interfere with the rights of
other licensees, occupants or users of the Building, nor shall it permit its employees, representatives, or contractors to do
so. Licensor may assign this Agreement.

 

 
 (b) Prohibited Transfers. Notwithstanding any other provision contained in this Agreement to the contrary, Licensee shall

not knowingly, after reasonable inquiry, transfer or permit the transfer of any legal or beneficial interest in Licensee to,
or assign, sublicense or otherwise transfer all or any portion of its interest under this Agreement or in all or any portion
of the Licensed Premises to, or enter into any sublicense or other use or occupancy
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agreement to, any:
 

 i. Person (or any Person whose operations are directed or controlled by a Person) that has been convicted of or has
pleaded guilty in a criminal proceeding to a felony or that is an ongoing target of a grand jury investigation

convened pursuant to applicable statutes concerning organized crime;

 

 
 ii. Person organized in or controlled from a country, the activities with respect to which are regulated or controlled

pursuant to the following laws and the regulations or executive orders promulgated thereunder: (A) the Trading with
the Enemy Act of 1917, 50 U.S.C. App. §1, et seq., as amended; (B) the International Emergency Economic Powers

Act of 1976, 50 U.S.C. §1701, et seq., as amended; or (C) the Anti-Terrorism and Arms Export Amendments Act
of 1989, codified at Section 6(j) of the Export Administration Act of 1979, 50 U.S.C. App. §2405W, as amended;

or

 

 
 iii. Person with whom Landlord or Licensor is restricted from doing business under either

(A) Executive Order No. 13224 on Terrorist Financing (effective September 24, 2001 (as amended
or supplemented from time to time, the "Executive Order"), or (B) the Uniting and Strengthening America by
Providing Appropriate Tools Required to Intercept and Obstruct Terrorism Act of 2001 (Public Law 10756; as

amended, from time to time, the "Patriot Act"), or (C) the regulations of the United Stated Department of the
Treasury Office of Foreign Assets Control (including, without limitation, those Persons named on the list of

"Specially Designated Nationals and Blocked Persons" as modified from time to time), or other governmental
action; or

 
 iv. Affiliate of any of the Persons described in the preceding paragraphs (i), (ii) or (iii) .

 
As used herein, "Person" shall mean any individual or entity, and the heirs, executors, administrators, legal representatives,
successors and assigns of such Person where the context so admits; "Affiliate" shall mean, with respect to any Person, (i) in the
case of any such Person which is an Entity, any partner, shareholder, member or other owner of such Entity, provided that such
partner, shareholder, member or other owner owns more than fifty percent (50%) of the Equity Interests of such Entity, and (ii)
any other Person which is a Parent, a Subsidiary, or a Subsidiary of a Parent with respect to such Person or with respect to one or
more of the Persons referred to in the preceding clause (i); "Equity Interest" shall mean with respect to any Entity, (i) the legal
(other than as a nominee) or beneficial ownership of outstanding voting or non-voting stock of such Entity if such Entity is a
business corporation, a real estate investment trust or a similar entity, (ii) the legal (other than as a nominee) or beneficial
ownership of any partnership, membership or other voting or non-voting ownership interest in a partnership, joint venture,
limited liability company or similar entity, (iii) a legal (other than as a nominee) or beneficial voting or non-voting interest in a
trust if such Entity is a trust and (iv) any other voting or nonvoting interest that is the functional equivalent of any of the
foregoing; "Parent" shall mean, with respect to any Subsidiary, any Person which owns directly or indirectly through one or more
Subsidiaries the entire Equity Interest in such Subsidiary; and "Subsidiary" shall mean, with respect to any Parent, any Entity in
which a Person owns, directly or indirectly through one or more Subsidiaries, the entire Equity Interest in such Subsidiary.

 

8
 

 



LICENSOR
21  Erie Street
Cambridge, MA 02139 Attn: Amrit
Chaudhuri

LICENSEE
21 Erie Street
Cambridge, MA 02139
Attn: Sara Oakman and Legal Department

 
 
 
 

 15. Miscellaneous.
 
 (d) [Intentionally Omitted]
 
 (e) Attorneys' Fees. In the event of any litigation or arbitration between Licensee and Licensor, whether based on

contract, tort or other cause of action or involving bankruptcy or similar proceedings, in any way related to this
Agreement, the non-prevailing party shall pay to the prevailing party all reasonable attorneys' fees and costs and
expenses of any type, without restriction by statute, court rule or otherwise, incurred by the prevailing party in connection
with any action or proceeding (including arbitration proceedings, any appeals and the enforcement of any judgment or
award), whether or not the dispute is litigated or prosecuted to final judgment. The "prevailing party" shall be
determined based upon an assessment of which party's major arguments or positions taken in the action or proceeding
could fairly be said to have prevailed (whether by compromise, settlement, abandonment by other party of its claim or
defense, final decision after any appeals, or otherwise) over the other party's major arguments or positions on major
disputed issues. Any fees and cost incurred in enforcing a judgment shall be recoverable separately from any other
amount included in the judgment and shall survive and not be merged in the judgment.

 

 
(t) Authority. Each person executing this Agreement on behalf of a party hereto represents and warrants that he or she is

authorized and empowered to do so and to thereby bind the party on whose behalf he or she is signing.
 
 (g) Captions. All captions and headings in this Agreement are for the purposes of reference and convenience and shall not

limit or expand the provisions of this Agreement.
 

 
 (h) Counterparts. This Agreement may be executed in any number of counterparts, each of which shall be deemed to be

an original and all of which taken together shall comprise but a single instrument.
 

 
 (i) Entire Agreement. This Agreement contains all of the covenants, conditions and agreements between the parties

concerning the Licensed Premises, and shall supersede any and all prior correspondence, agreements and
understandings concerning the Licensed Premises, both oral and written. No addition or modification of any term or
provision of this Agreement shall be effective unless set forth in writing and signed by both Licensor and Licensee.

 

 
 (j) Notices. Any notice required or permitted under this Agreement shall be effective if in writing and delivered to the

other party at the following address.
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 (k) Governing Law. This Agreement shall be governed by and construed in accordance with the laws of the

Commonwealth of Massachusetts. Licensee hereby consents to the personal jurisdiction and venue of any state or
federal court located in Suffolk County Massachusetts , and any successor court, and the service or process by
any  means authorized by such court.

 

 
 (I) Exhibits. All exhibits and any schedules or riders attached to this Agreement are incorporated herein by this reference

and made a part hereof, and any reference in the body of the Agreement or in the exhibits, schedules or riders to the
Agreement shall mean this Agreement, together with all exhibits, schedules and riders.

 

 
 (m) Waiver of Trial by Jury. LICENSEE HEREBY WAIVES ANY AND ALL RIGHTS IT MAY HAVE UNDER APPLICABLE LAW TO TRIAL BY

JURY WITH RESPECT TO ANY DISPUTE WITH ANY LICENSOR PARTIES ARISING DIRECTLY OR INDIRECTLY IN CONNECTION WITH
THIS AGREEMENT OR THE LICENSED PREMISES. NOTHING CONTAINED IN THIS SECTION SHALL BE CONSTRUED AS AW AIYER BY
LICENSOR OR LANDLORD OF ANY OF ITS RIGHTS TO TRIAL BY JURY IN CONNECTION WITH THE LEASE OR THIS AGREEMENT
FOR ANY CLAIMS OR CAUSES OF ACTION SO TRIABLE.

 

 
 (n) Successors and Assigns. Subject to the provisions of this Agreement relating to assignment and subletting, this Agreement shall be binding upon, and shall inure to the

benefit of the parties' respective representatives, successors and assigns.
 

 
 (o) Relationship of Parties. Nothing in this Agreement shall be deemed to create any joint venture or principal-agent relationship or partnership between any of the parties

hereto, and no party is authorized to, and no party shall, act toward third parties or the public in any manner that would indicate any such relationship.
 

 
 (p) Access. Landlord and Licensor reserve the right to enter the Licensed Premises upon reasonable prior written or oral notice to Licensee (except that in case of emergency no

notice shall be necessary) in order to inspect the Licensed Premises and/or the performance by Licensee of the terms of this Agreement or to exercise Licensor' s rights or
perform Licensor's obligations hereunder.

 

 
LICENSEE UNDERSTANDS AND ACKNOWLEDGES THAT RIGHTS UNDER THIS AGREEMENT ONLY
CONSTITUTE A LICENSE FOR USE OF THE LICENSED PREMISES AND DO NOT INVOLVE THE GRANT
OF ANY INTEREST IN REAL ESTATE. LICENSEE SPECIFICALLY DISCLAIMS ANY RIGHTS TO
SUMMARY PROCESS AND, PROVIDED THAT LICENSOR COMPLIES WITH ALL OBLIGATIONS
(INCLUDING WITHOUT LIMITATION NOTICE AND CURE REQUIREMENTS) HEREUNDER,
EXPLICITLY PERMITS LICENSOR TO USE SELF  HELP REMEDIES PROVIDED THAT SUCH SELF-HELP
REMEDIES DO NOT BREACH THE PEACE.

 

 



 
 

IN WITNESS WHEREOF, Licensor and Licensee have duly executed this Agreement as of the day and year first above
written.
LICENSOR: LICENSEE:
 
MIL 21E, LLC GRITSTONE ONCOLOGY, INC.

 
/s/ Amrit Chaudhuri /s/ Andrew Allen
By: Amrit Chaudhuri By: Andrew R, Allen MD, PhD

Title: CEO Title: President & CEO
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Exhibit 1: Licensed Premises
 
 

 
 

Exhibit 1
 
 



 
 

Exhibit 2: Service Agreement
 

Emergency, Procedures: A copy of 21 Erie Street emergency procedures and online access will be provided at the start of occupancy.
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Licensee Space

 
 
 
 
 
 
 
 
 
 
 
 

Laboratory Space

Laboratory suites that vary in size from 500 - 18,000 sq ft and in configurations of either Chemistry,
Molecular Biology (BSL I and 2), or a mix of the two. Suites may include private offices. Laboratories can
be equipped with certified fume hoods, central gas lines for CO2 and Nitrogen, reverse osmosis deionized
water, and heavy electrical and exhaust infrastructure.
 
Other gases and chemicals provided:
 

I.Vacuum
2.Compressed Air (medical grade)
3.Dry ice
4.Liquid Nitrogen
5Others by special order Equipment provided will include:

 
 
 
 
 
 
 
 

Licensee will need to assign a Laboratory Supervisor, i.e . EHS contact person, for each laboratory
occupied by the Licensee.

 

Offices

Offices are connected or located near the laboratory space. Additional office space may be licensed for
additional fee depending on availability Licensor may provide Licensee furniture depending on
availability or through a third-party vendor at a discounted rate.

 
Auxiliary Rooms

Suites may have private auxiliary rooms for sample storage, instruments, equipment etc. Some suites
also have a cold room,

 
[T

Each Scaling Suite and Innovation Suite has a private virtual network with access to redundant gigabyte
Internet service. Scaling Suites come with private WiFi covering Licensed Premises.

 
Security

Each suite has 24/7 secured key card access and facility entrance points are covered by video
surveillance.

 
Emergency Power

Two generators that support critical equipment and base building life safety equipment are operated
by the facility manager together with outside support.

 
 
 
 
 
 
 
 
 
 
 

Shared Equipment

 
 
 
 
 
 
 
 
 
 
 

Instrumentation

A limited number of shared devices and instrumentation may be available to Licensee . These may
include but are not limited to:

 
IBeckman Coulter Avanti J20XP Floor-Standing Centrifuges
2.JA20 I
3.JA 2550
4.JLA 16250
5.JLA  1 0.500
6.Beckman Coulter Optima L90KU1tracentrifuge
7.Nanodrop2000C
8.VWR Shaking Refrigerated Incubator l585R
9.Azure c200  and  c600  Imaging  Systems I 0. Perkin Elmer
EnVision Plate Reader
I l. ThermoFisher Microplate Washer
12. Mastercycler Nexus Gradient PCR Machines
13. VIAFLOW Assist and VIAFLOW  384 automated 96-well and 384-well pipetting system 14 . Cell
Culture Media Refrigerators
15 . Cold storage: refrigerators, -20C and -80C freezers, and cryostorage
16.CO2 Incubators
17.Water Baths and Thermal Blocks 18 . Stirrers, Shakers and
Mixers
19.Scales and Balances
20.Class l Enclosure
21.Olvmpus IX73 fluorescent microscope <filter cubes for GFP, DAPI, and RFP)
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  22.Cytoflex (B2R2V0) Flow Cytometer
23.Roche Lightcycler 480 qPCR machine
24.Gel running equipment

 
•List of equipment is subject to change and use may be limited due to availability.

Glass Wash
and
Autoclave

A glass wash and autoclave facility will be available to Licensee, provided that such facilities will be run
by Licensor and/or a third party (i.e. Licensee shall not run these systems itself).

 
 
 
 
 
 
 

Common Space

 
Conference
Rooms

Conference rooms will be made available with a central internet-based reservation system. NV equipment
is provided or available for each conference room. Conference call equipment will be available in all
conference rooms.

 
 

Lecture
Room

A large lecture room (-up to 75 people) is available for seminars and lectures. The lecture room
requires an advanced reservation and a nominal fee may be charged for set up and cleaning services.
Licensor may offer a range of events, seminars and lectures free of charge for Licensees. Third-party
seminars and training may also be provided at a nominal cost.

Interactive
Space

Two cafe spaces are available to all Licensees. Coffee, tea, water and snacks will be available in each
cafe space.

Showers Showers are available to Licensee.

Wi-Fi Public WiFi is available throughout the building.

 
 
 

IT

 
Support

Tier 1 tech support will be provided by Licensor in collaboration with a third party vendor. Tier 3 tech
support will be performed on an ongoing basis for the common IT infrastructure environment.

 
Network

Licensee will have access to Licensor's network. Scaling Suite licensees may install and house its own
networking and server equipment. Additional requirements may apply.

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Operational Support

 
 
 

Facility

An on-site facility manager will be available to Licensee Basic personal protective equipment (PPE)
(gloves, safety glasses, etc.) for general use will be available through the facility manger. Specialty PPE has
to be provided by the Licensee.

 
Janitorial services will be provided on a schedule and frequency of cleaning that will be based on the
needs of the Licensee

 
 
 
 

Permits

The following permits have been obtained by the Licensor for the Licensed Premises:

. Wastewater disposal

.• Flammable liquids and solvents
Biosafety and/or rDNA permits have to be obtained by the Licensee for NON- Bench-
On-Demand (BOD) and Innovation Suites. Such permits will be provided by the Licensor for BOD
and Innovation SuiteLicensees.

 
*Licensor will own the EPA ID number.

 
 
 
 
 
 
 

EH&S

During the application process, Licensee will have to submit a Hazard Assessment form that addresses the
type and amount of chemicals and biological agents that the Licensee plans to use in the Licensed Premises.
No work may be conducted in the Licensed Premises until the form is approved by Licensor. Based on this
assessment, the Licensor will create SOP's and EHS training requirements for the Licensee. Additional
permits may have to be obtained by the Licensee.

 
A hard copy of all safety and emergency procedures will be delivered to the Licensee and, in addition,
will be available on each floor. Recommendations for EHS must be followed by the Licensee Licensor
will conduct a mandatory meeting with the Licensee to communicate and discuss all relevant emergency
information and policies.

 
Only Biosafety Level 1 and 2 work is allowed in Licensed Premises. All Biosafety Level 1 and 2 work
must be approved by the Institutional Biosafety Committee (IBC). No select agent work is allowed.
Depending on the biosafety work, it may need to be reviewed either
by the Cambridge Biosafety Committee (CBC) or an in-house Institutional Biosafety Committee (IBC).
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Operational
Support
(Cont)

 
 
 
 
 
 
 
 
 
 
 
 

EH&S Training

Training is provided for all Licensee staff Initial training will consist of a walk-through of the
Licensed Premises and web-based training and certifications.

 
Ongoing training is web-based and Licensor will keep a training record of all training received by
Licensee staff Failure to complete training may result in removal of access or work stoppage.

 
The following is a list of training that will be provided based on licensee's needs:

•Accident Reporting
•Emergency Action Plan
•PPE/Job Hazard Analysis
•Respiratory Protection
•Blood Borne Pathogens
•Biosafety
•Formaldehyde
•Hazard Communication
•Chemical Hygiene
•Waste Management
•Regulated Medical Waste
•Eye Protection and Safety
•Fire Safety Prevention/Fire Extinguishers
•First Aid and Emergency Response
•Sharps Safety and Needle-Stick Prevention
•Dry Ice Handling Instructions
•Liquid Nitrogen Handling Instructions

 
*Additional specialized training may be required.

 
EH&S Training Audits

Licensor or a third party will conduct EHS audits for all procedures and equipment and will
implement corrective actions for Licensee at a frequency required by federal, state and local
regulations. A review of SOP's will be provided when requested at the Licensee's cost.

 

Inspections

Emergency equipment such as safety showers, eyewash stations, fire extinguishers and emergency
egress, will be checked by Licensor or a third party on a regular basis as required by EHS
provisions. Chemical fume hoods will be inspected and certified on a yearly basis by a third-party
vendor.

 
 
 
 
 

Waste Management

A third party vendor will manage all aspects of wastewater management. A wastewater operator will
service and maintain the pH neutralization system and check all auxiliary pi ping, etc. Preventative
maintenance of all wastewater systems will be done once per month, Wastewater sampling, sample
transport, analysis and reports will be done by a third party vendor. The chart recorder and other data
logs will be checked regularly.

 
Hazardous, non-hazardous and biological waste will be removed from satellite accumulation areas in
the Licensed Premises such as laboratories, hoods or storage rooms. To ensure ongoing compliance,
improvements of existing systems will be based on third party recommendations Licensor will
maintain a wastewater treatment license

 
 

Purchasing

Licensor will maintain a central inventory system for chemicals, flammable solvents and toxic
biologicals, including MSDS administration and centralized shipping and receiving. Licensee will be
responsible for ordering chemicals and biologicals and will bear sole responsibility and cost of any
errors and costs associated with shipment; or instances where chemicals or biologicals are not in
compliance with the rules and regulations governing the Licensed
Premises and must be returned or properly disposed of.

Emergencies
There will be 24/7 on-call emergency personnel in case of emergencies such as accidents, spills, etc.

 
 
 
 
 

Security

 
 

Secured Space

Licensor and security professional will be available at the entrance of the building from 7AM to
7PM. After hours' security personnel will be available at a reception area, or another area upon
notification from Licensor, from 7PM to 7AM. Licensee can request that security personnel make
tours of Licensed Premises after hours. Biosafety regulations may
prevent security personnel from entering Licensed Premises.

 
 
 

Visitors

All visitors will be directed to a receptionist provided by Licensor where they will have to sign in and
receive a badge Licensee is responsible for meeting visitor at the receptionist desk and escorting the
visitor in the Building and Licensed Premises. Due to safety concerns, visitors will not be allowed
into Licensed Premises without prior approval by Licensor. Off-hour visitors will need approval by
Licensor in advance. Licensee is solely responsible for its
visitors' actions, ensuring its visitors adhere to all of Licensor's policies, and for accompanying
visitor at all times during their visit duration.

 
Office Support

 
Receptionist

Licensor will provide a receptionist to greet all Licensee visitors, sign them in, and announce them to
Licensee staff. The receptionist is also available for general inquiries from the Licensee and directing
these inquiries to the person responsible for addressing the inquiries.
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Print and Copy Center

Two shared access print and copy centers for standard print and copy jobs will be maintained by
Licensor for Licensee.

 
Mail

Shipping, receiving, logistics, handling and mail delivery services are provided by the Licensor.
Specialized products, instrumentation, chemicals, biologicals and regulated products that require
special handing will require Licensee to obtain approvals and make special
arrangements to support the necessary logistics and handling.
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Exhibit 3: Insurance Requirements
 
 
 
 
 I. Insurance.

l. l.   Licensee shall, at its own cost and expense, procure and maintain during the Term the following insurance for the
benefit of Licensee and Landlord (as their interests may appear) with insurers financially acceptable and lawfully authorized
to do business in the state where the Licensed Premises are located:

 
(a) Commercial General Liability insurance on a broad-based occurrence

coverage form, with coverages including but not limited to bodily injury (including  death), property damage (including loss of
use resulting therefrom), premises/operations, personal and advertising injury, and contractual liability with limits of liability of
not less than $2,000,000 for bodily injury and property damage per occurrence, $2,000,000 general aggregate,  which limits may
be met by use of excess and/or umbrella liability insurance provided that such coverage is at least as broad as the primary
coverages required herein.

 
(b) Commercial Automobile Liability insurance covering liability arising

from the use or operation of any vehicle, including those owned, hired or otherwise operated or used by or on behalf of
Licensee. The coverage shall be on a broad-based occurrence form with combined single limits of not less than $1,000,000 per
accident for bodily injury and property damage.

 
(c) Commercial Property insurance covering property damage to the full

replacement cost value and business interruption. Covered property shall include all of Licensee's improvements in the Licensed
Premises and Licensee's property including personal property, furniture, fixtures, machinery, equipment, stock, inventory and
improvements and betterments, which may be owned by Licensee or Licensor and required to be insured hereunder, or which
may be leased, rented, borrowed or in the care custody or control of Licensee, or Licensee's agents, employees or subcontractors
. Such insurance shall be written on an "all risk" of physical loss or damage basis including the perils of fire, extended coverage,
electrical injury, mechanical breakdown, windstorm, vandalism, malicious mischief, sprinkler leakage, back-up of sewers or
drains, flood, earthquake, terrorism and such other risks Licensor may from time to time designate, for the full replacement cost
value of the covered items with an agreed amount endorsement with no co-insurance. Business interruption coverage shall have
limits sufficient to cover Licensee's lost profits and necessary continuing expenses, including License Fees due Licensor under
the Agreement. The minimum period of indemnity for business interruption coverage shall be twelve
(12) months plus twelve (12) months' extended period of indemnity.

 
(d) Workers' Compensation insurance as is required by statute or law, or as

may be available on a voluntary basis and Employers' Liability insurance with limits of not less than the following: each
accident, Five Hundred Thousand Dollars ($500,000); disease ($500,000); disease (each employee), Five Hundred Thousand
Dollars ($500,000).

 
(e) Medical malpractice insurance at limits of not less than $1,000,000

each claim during such periods, if any, that Licensee engages in the practice of medicine at the Licensed Premises or conducts
clinical trials on humans.

 
(f) Pollution Legal Liability insurance is required if Licensee stores,

handles, generates or treats Hazardous Materials, as determined solely by Licensor, on or about the Licensed Premises. Such
coverage shall include bodily injury, sickness, disease, death or mental

 

 



 
 
 
 
 
 
 

anguish or shock sustained by any person; property damage including physical injury to or destruction of tangible property
including the resulting loss of use thereof, clean-up costs, and the loss of use of tangible property that has not been physically
injured or destroyed; and defense costs, charges and expenses incurred in the investigation, adjustment or defense of claims for
such compensatory damages. Coverage shall apply to both sudden and non-sudden pollution conditions including the
discharge, dispersal, release or escape of smoke, vapors, soot, fumes, acids, alkalis, toxic chemicals, liquids or gases, waste
materials or other irritants, contaminants or pollutants into or upon land, the atmosphere or any watercourse or body of water.
Claims-made coverage is permitted, provided the policy retroactive date is continuously maintained prior to the
commencement date of this agreement, and coverage is continuously maintained during all periods in which Licensee occupies
the Licensed Premises. Coverage shall be maintained with limits of not less than $1,000,000 per incident with a $2,000,000
policy aggregate and for a period of two
(2) years thereafter.

 
1.2. The insurance required of Licensee shall be with companies at all times having a current rating of not less than A-

and financial category rating of at least Class VII in "A.M. Best's Insurance Guide" current edition. Licensee shall obtain for
Licensor from the insurance companies/broker or cause the insurance companies/broker to furnish certificates of insurance
evidencing all coverages required herein to Licensor. Licensor reserves the right to require complete, certified copies of all
required insurance policies including any endorsements. No such policy shall be cancelable or subject to reduction of coverage or
other modification or cancellation except after twenty (20) days' prior written notice to Licensor from Licensee or its insurers
(except in the event of non-payment of premium, in which case ten (10) days' written notice shall be given). All such policies
shall be written as primary policies, not contributing with and not in excess of the coverage that Licensor may carry. Licensee's
required policies shall contain severability of interests clauses stating that, except with respect to limits of insurance, coverage
shall apply separately to each insured or additional insured. Licensee shall, at least ten (10) days prior to the expiration of such
policies, furnish Licensor with renewal certificates of insurance or binders. Licensee agrees that if Licensee does not take out and
maintain such insurance, Licensor may (but shall not be required to) procure such insurance on Licensee's behalf and at its cost to
be paid by Licensee as part of its License Fee. Commercial General Liability, Commercial Automobile Liability, Umbrella
Liability and Pollution Legal Liability insurance as required above shall name Licensor, Landlord, BioMed Realty, LP., BioMed
Realty, LLC, and BRE Edison LP., and their respective officers, employees, agents, general partners, members, subsidiaries,
affiliates and Lenders ("Landlord Parties") as additional insureds as respects liability arising from work or operations
performed by or on behalf of Licensee, Licensee's use or occupancy of the Licensed Premises, and ownership, maintenance or
use of vehicles by or on behalf of Licensee.

 
l.3. In each instance where insurance is to name Landlord Parties as additional insureds, Licensee shall, upon Licensor's

written request, also designate and furnish certificates evidencing such Landlord Parties as additional insureds to (a) any lender
of Licensor or Landlord holding a security interest in the Building, (b) the landlord under any  lease whereunder Landlord is a
tenant of the real property upon which the Licensed Premises is located if the interest of Landlord is or shall become that of a
tenant under a ground lease rather than that of a fee owner and (c) any management company retained by Licensor or Landlord
to manage the Building.

 

 



 
 
 
 
 
 
 

1.4. Licensee assumes the risk of damage to any fixtures, goods, inventory, merchandise,
equipment and leasehold improvements, and Licensor and Landlord shall not be liable for injury to Licensee's business or any loss of
income therefrom, relative to such damage, all as more particularly set forth within the Agreement.  Licensee shall, at Licensee's sole
cost and expense, carry such insurance as Licensee desires for Licensee's protection with respect to personal property of Licensee or
business interruption.

 
1.5. Licensee and its insurers hereby waive any and all rights of recovery against the

Landlord Parties with respect to any loss, damage, claims, suits or demands,  howsoever  caused,  that are covered, or should have
been covered, by valid and collectible workers' compensation, employer's liability, and other liability insurance required to be
carried  by  Licensee  pursuant  to this Exhibit 3, including any deductibles or self-insurance maintained thereunder. If necessary,
Licensee agrees to endorse the required workers' compensation, employer's liability and other liability insurance policies to permit
waivers of subrogation as required hereunder and hold harmless and indemnify the Landlord Parties for any loss or expense incurred
as a result of a failure to obtain such waivers of subrogation from insurers. Such waivers shall continue so long as Licensee's insurers
so permit. Any termination of such a waiver shall be by written notice to Licensor, containing a description of the circumstances
hereinafter set forth in this Exhibit 3. Licensee, upon obtaining the policies of workers' compensation, employer's liability and other
liability insurance required or permitted under this Exhibit 3, shall give notice to its insurance carriers that the foregoing waiver of
subrogation is contained in this Exhibit 3. If such policies shall not be obtainable with such waiver or shall be so obtainable only at a
premium over that chargeable without such waiver, then Licensee shall notify Licensor of such conditions.

 
1.6. Licensor may require insurance policy limits required under the Agreement to be raised

to conform with requirements of Landlord's or Licensor's lender.
 

1.7. The provisions of this Exhibit 3 shall survive the expiration or earlier termination of
the Agreement.

 



 
Exhibit 10.3

First Amendment to License Agreement
 

This First Amendment to License Agreement  ("First  Amendment"), is made as of July 11, 2019, by and between Gritstone
Oncology, Inc., ("Licensee") and MIL 21E, LLC ("Licensor").

WHEREAS, Licensor and Licensee entered into a certain License Agreement dated September 6, 2018 ("Agreement");
 

WHEREAS, Licensee warrants and represents that, to the best of its knowledge, Licensor has fulfilled its obligations under
the Agreement and is not in default of any covenants or obligations contained in the Agreement;

 
WHEREAS, Licensor and Licensee desire to amend the Agreement in certain respects as set forth herein; and,

 
WHEREAS, all capitalized terms contained herein shall, unless otherwise defined in this First Amendment, have the same

meaning as set forth in the Agreement.
 

In consideration of good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged , the
parties agree that the Agreement is hereby amended as follows:

1. License Description. The following sentence  shall be added to the end of Section  l(a) of the Agreement:

Effective September 1, 2019 ("Effective Date"), the License shall be deemed amended so that the License grants Licensee
a  non-transferable, non-assignable license to use (i) Lab D (Lab D and Lab J, thereafter collectively, "Lab Suite") and (ii)
Office M (Office Mand Office J, thereafter collectively, "Office Suite"). Under no circumstance shall Licensor be liable to
Licensee for failure to provide access to the Lab D and/or Office M areas of the Licensed Premises on or before September
1, 2019; provided, however, that if Licensor is unable to provide Licensee access to the Licensed Premises on or before
September 1, 2019, the Effective Date and the Expiration Date shall be extended by the number of days Licensor is unable
to provide access to the Licensed Premises. Further, Licensor shall make Lab D and/or Office M areas of the Licensed
Premises available to Licensee any time before September 1, 2019 if practicable, and Licensee shall pay pro-rated License
Fee Increase (as defined below) accordingly. In the event Licensor does not provide either Lab D and/or Office M by
November 1, 2019, Licensee may terminate this First Amendment upon written notice to Licensor, which termination
Licensor shall refund the First Amendment Prepayment, Last Month's Fee and Agreement Security Deposit associated with
this First Amendment within thirty (30) business days of Licensor' s receipt of such termination notice.

 

 2. Occupants. The following shall be added to the end of Section l(c) of the Agreement:

Upon the Effective Date, the number of Occupants shall be increased from twenty  seven (27) to fifty-eight (58).
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 3. Term.

Section 2(a) of the Agreement is hereby amended by deleting the first sentence and replacing it with the following:

Unless terminated earlier in accordance with this Section 2, the term ("Term") of the Agreement shall commence on
September 1, 2018 ("Term Commencement Date") and expire on August 31, 2021 ("Expiration Date").

The following shall be inserted as a new Section 2(c):
 

Early Termination. Upon the Effective Date, Licensee, upon six (6) months'  written notice to Licensor shall have the right
to terminate this Agreement ("Early Termination"); provided, however, that such written notice of Early Termination can
be given no sooner than six (6) months from the Effective Date. Licensor has no obligation to honor any Early Termination
notice that does not strictly comply with the requirements of this Section 2(c).

 
 4. License Fee.

 
The following shall be added to the end of Section 3(a) of the Agreement:

 
Upon the Effective Date, the License Fee shall increase from $131,807.81 to
$279,145.31. Notwithstanding the foregoing, Licensee shall prepay the increased License Fee amount of
$279,145.31 less a five percent (5%) discount through August 31, 2020 ($ 3,182,256.56) ("First Amendment
Prepayment"), to be prepaid in accordance with the terms of Section 3(e) as contained in this First Amendment.

 
The following shall be inserted after the first sentence of Section 3(e) of the Agreement:

Notwithstanding the foregoing, pursuant to Section 3(a) and upon the Effective Date, the License Fee shall be
increased by $147,337.50 per month ("License Fee Increase") from the Agreement rate of $131,807.81 per
month to the First Amendment rate of $279,145.31 per month. As part of the Agreement, Licensee was required
to prepay the License Fee for the last full month of the Agreement Term ($131,807.81) ("Last Month's Fee")
and pay a Security Deposit equal to
$131,807.81 ("Agreement Security Deposit"). The aforementioned Last Month's Fee and Agreement Security
Deposit do not include the License Fee Increase of this First Amendment and therefore, upon execution of this
First Amendment, Licensee shall pay the (i) First Amendment Prepayment, and (ii) License Fee Increase as
applied to the Last Month's Fee and Agreement Security Deposit ($294,675.00); provided, however, should
Licensor and Licensee agree that this First Amendment become effective any date prior to September 1, 2019,
Licensee shall pay, within thirty (30) days of receipt of an invoice, such prorated License Fee Increase toward
the First Amendment Prepayment on or before such earlier effective date, invoiced by Licensor.
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 5. Parking. The following shall be added to the end of Section 6 of the Agreement:

Upon the Effective Date, and subject to subsequent availability, the number of Licensee's Parking Spaces shall be
increased from six (6) to eleven (11).

 

EXCEPT AS EXPRESSLY SET FORTH HEREIN, ALL OTHER TERMS AND CONDITIONS IN THE AGREEMENT
REMAIN UNMODIFIED.

 

(signatures on following page)
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IN WITNESS WHEREOF, Licensor and Licensee have duly executed this First Amendment as of the day and year
first above written.

 

LICENSOR: LICENSEE:

 
/s/ Amrit Chaudhuri /s/ Andrew Allen
By: Amrit Chaudhuri By: Andrew R, Allen MD, PhD

Title: CEO Title: President & CEO
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Exhibit 31.1

CERTIFICATION PURSUANT TO
RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934,

AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Andrew Allen, M.D., Ph.D., certify that:

1. I have reviewed this quarterly report on Form 10-Q of Gritstone Oncology, Inc.;

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

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

4. The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

 (a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

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

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

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

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

 (b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control
over financial reporting.

 
      
Date:  November 12, 2019 By:  /s/ Andrew Allen
     Andrew Allen, M.D., Ph.D.
     President and Chief Executive Officer

(Principal Executive Officer)
 



Exhibit 31.2

CERTIFICATION PURSUANT TO
RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934,

AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Jean-Marc Bellemin, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Gritstone Oncology, Inc.;

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

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

4. The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

 (a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

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

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

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

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

 (b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control
over financial reporting.

 
      
Date:  November 12, 2019 By:  /s/ Jean-Marc Bellemin
     Jean-Marc Bellemin
     Chief Financial Officer

(Principal Financial Officer)
 



Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on Form 10-Q of Gritstone Oncology, Inc. (the “Company”) for the period ended September 30, 2019, as filed with
the Securities and Exchange Commission on the date hereof (the “Report”), Andrew Allen, M.D., Ph.D., President and Chief Executive Officer of the
Company, and Jean-Marc Bellemin, Chief Financial Officer of the Company, respectively, hereby certify, pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

 (1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

 (2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
 
     
Date:  November 12, 2019  /s/ Andrew Allen
    Andrew Allen, M.D., Ph.D.
    President and Chief Executive Officer

(Principal Executive Officer)
     
Date:  November 12, 2019  /s/ Jean-Marc Bellemin
    Jean-Marc Bellemin
    Chief Financial Officer

(Principal Financial Officer)
 


