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This Quarterly Report on Form 10-Q contains forward-looking statements that involve risks and uncertainties, as well

as assumptions that, if they never materialize or prove incorrect, could cause our results to differ materially from those
expressed or implied by such forward-looking statements. We make such forward-looking statements pursuant to the

safe harbor provisions of the Private Securities Litigation Reform Act of 1995 and other federal securities laws. All

statements other than statements of historical facts contained in this Quarterly Report on Form 10-Q are

forward-looking statements. In some cases, you can identify forward-looking statements by words such as “anticipate,”
“believe,” “contemplate,” “continue,” “could,” “estimate,” “expect,” “intend,” “may,” “plan,” “potential,” “predict,” “project,”
“target,” “would,” or the negative of these words or other comparable terminology. These forward-looking statements

include, but are not limited to, statements about:

EEINT3 99 ¢ 99 ¢ 99 ¢ LN LT3

the initiation, timing, progress and results of our preclinical and clinical studies, and our research and development

programs;

our ability to advance product candidates into, and successfully complete, clinical studies;

our ability to advance our viral vector and drug product manufacturing capabilities;

the timing or likelihood of regulatory filings and approvals for our product candidates;

the timing or success of commercialization of our product candidates, if approved;

the pricing and reimbursement of our product candidates, if approved;

the implementation of our business model, strategic plans for our business, product candidates and technology;

the scope of protection we are able to establish and maintain for intellectual property rights covering our product

candidates and technology;

estimates of our expenses, future revenues, capital requirements and our needs for additional financing;

the potential benefits of strategic collaboration agreements and our ability to enter into strategic arrangements;

our ability to maintain and establish collaborations and licenses;

developments relating to our competitors and our industry; and

. other risks and uncertainties, including those listed under Part II, Item 1A. Risk
Factors.

Any forward-looking statements in this Quarterly Report on Form 10-Q reflect our current views with respect to
future events or to our future financial performance and involve known and unknown risks, uncertainties and other
factors that may cause our actual results, performance or achievements to be materially different from any future
results, performance or achievements expressed or implied by these forward-looking statements. Factors that may
cause actual results to differ materially from current expectations include, among other things, those listed under Part
IL, Item 1A. Risk Factors and elsewhere in this Quarterly Report on Form 10-Q. Given these uncertainties, you should
not place undue reliance on these forward-looking statements. Except as required by law, we assume no obligation to
update or revise these forward-looking statements for any reason, even if new information becomes available in the
future.

This Quarterly Report on Form 10-Q also contains estimates, projections and other information concerning our
industry, our business, and the markets for certain diseases, including data regarding the estimated size of those
markets, and the incidence and prevalence of certain medical conditions. Information that is based on estimates,
forecasts, projections, market research or similar methodologies is inherently subject to uncertainties and actual events
or circumstances may differ materially from events and circumstances reflected in this information. Unless otherwise
expressly stated, we obtained this industry, business, market and other data from reports, research surveys, studies and
similar data prepared by market research firms and other third parties, industry, medical and general publications,
government data and similar sources.
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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

bluebird bio, Inc.

Condensed Consolidated Balance Sheets
(unaudited)

(in thousands, except par value amounts)

Assets

Current Assets:

Cash and cash equivalents

Marketable securities

Tenant improvement receivable
Prepaid expenses

Receivables and other current assets
Total current assets

Marketable securities

Property, plant and equipment, net
Intangible assets, net

Goodwill

Restricted cash and other non-current assets
Total assets

Liabilities and Stockholders’ Equity
Current Liabilities:

Accounts payable

Accrued expenses and other current liabilities
Deferred revenue, current portion

Total current liabilities

Deferred revenue, net of current portion
Contingent consideration

Financing lease obligation, net of current portion

Other non-current liabilities

Total liabilities

Commitments and contingencies (Note 7)
Stockholders’ Equity:

Preferred stock, $0.01 par value, 5,000 shares authorized; O shares issued and

outstanding at March 31, 2018 and December 31, 2017

As of
March 31,
2018

$456,535
665,041
19
28,267
14,246
1,164,108
444,782
204,230
15,991
13,128
24,569

$1,866,808

$12,028
61,688
34,040
107,756
28,806
2,765
154,545
2,735
296,607

As of
December 31,
2017

$ 758,505
531,604
3,112
21,171
8,377
1,322,769
324,193
199,606
16,931
13,128
23,940

$ 1,900,567

$12,873
57,065
25,674
95,612
21,763
2,231
154,749
2,780
277,135
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Common stock, $0.01 par value, 125,000 shares authorized; 50,067 and 49,406

shares issued and outstanding at March 31, 2018 and December 31, 2017,

respectively 501 494
Additional paid-in capital 2,633,057 2,540,951
Accumulated other comprehensive loss (5,049 ) (4,205 )
Accumulated deficit (1,058,308) (913,808 )
Total stockholders’ equity 1,570,201 1,623,432
Total liabilities and stockholders’ equity $1,866,808 $ 1,900,567

See accompanying notes to unaudited condensed consolidated financial statements.
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bluebird bio, Inc.
Condensed Consolidated Statements of Operations and Comprehensive Loss
(unaudited)

(in thousands, except per share data)

For the three months

ended March 31,
2018 2017

Revenue:
Collaboration revenue $15,608 $6,832
License and royalty revenue 349 —
Total revenues 15,957 6,832
Operating expenses:
Research and development 97,109 55,028
General and administrative 34,926 20,284
Cost of license and royalty revenue 17 —
Change in fair value of contingent consideration 534 1,433
Total operating expenses 132,586 76,745
Loss from operations (116,629) (69,913)
Interest income, net 1,388 1,556
Other income (expense), net 115 (355 )
Loss before income taxes (115,126) (68,712)
Net loss $(115,126) $(68,712)
Net loss per share - basic and diluted: $2.31 ) $(1.68 )
Weighted-average number of common shares used in computing net loss per

share - basic and diluted: 49,923 40,836
Other comprehensive loss:
Other comprehensive loss, net of tax expense of $0.0 and $0.0 million

for the three months ended March 31, 2018 and 2017, respectively (844 ) (101 )
Total other comprehensive loss (844 ) (101 )
Comprehensive loss $(115,970) $(68,813)

See accompanying notes to unaudited condensed consolidated financial statements.
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bluebird bio, Inc.
Condensed Consolidated Statements of Cash Flows
(unaudited)

(in thousands)

For the three months

ended March 31,

2018 2017
Cash flows from operating activities:
Net loss $(115,126) $(68,712)
Adjustments to reconcile net loss to net cash used in operating

activities:
Change in fair value of contingent consideration 534 1,433
Depreciation and amortization 4,020 2,844
Stock-based compensation expense 22,995 11,481
Other non-cash items 2,403 838
Changes in operating assets and liabilities:
Prepaid expenses and other assets (13,486 ) (3,105 )
Accounts payable (737 ) (3,257 )
Accrued expenses and other liabilities 4,573 (13,318)
Deferred revenue (13,966 ) (3,969 )
Deferred rent (32 ) 462
Net cash used in operating activities (108,822) (75,303)

Cash flows from investing activities:
Purchase of property, plant and equipment, including assets under

financing lease obligation (7,452 ) (26,024)
Purchases of marketable securities (402,413) (82,940)
Proceeds from maturities of marketable securities 145,140 104,510
Net cash used in investing activities (264,725) (4,454 )
Cash flows from financing activities:

Reimbursement of assets under financing lease obligation 3,098 13,831
Payments on financing lease obligation (106 ) —
Proceeds from public offering of common stock, net of issuance costs 48,701 —
Proceeds from issuance of common stock 19,984 3,040
Net cash provided by financing activities 71,677 16,871
Decrease in cash, cash equivalents and restricted cash (301,870) (62,886 )
Cash, cash equivalents and restricted cash at beginning of period 772,268 293,277
Cash, cash equivalents and restricted cash at end of period $470,398 $230,391

Supplemental cash flow disclosures from investing and financing activities:
Purchases of property, plant and equipment included in accounts

payable and accrued expenses $2,817 $5,971

10
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Assets acquired under financing lease obligation $—
Tenant improvements under financing lease included in tenant

improvements receivable $14

See accompanying notes to unaudited condensed consolidated financial statements.

$1,269

$12,687

11
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bluebird bio, Inc.
Notes to Condensed Consolidated Financial Statements

(unaudited)

1. Description of the business

bluebird bio, Inc. (the “Company” or “bluebird”) was incorporated in Delaware on April 16, 1992, and is headquartered in
Cambridge, Massachusetts. The Company researches, develops, manufactures and plans to commercialize gene

therapies for the treatment of severe genetic diseases and cancer. Since its inception, the Company has devoted
substantially all of its resources to its research and development efforts relating to its product candidates, including
activities to manufacture product candidates, conduct clinical studies of its product candidates, perform preclinical
research to identify new product candidates and provide general and administrative support for these operations.

The Company’s clinical programs in severe genetic diseases include its LentiGlobiff product candidate to treat
transfusion-dependent -thalassemia, or TDT, and to treat severe sickle cell disease, or severe SCD, and its Lenti-PM
product candidate to treat cerebral adrenoleukodystrophy, or CALD, a rare hereditary neurological disorder. The
Company’s programs in oncology are built upon its leadership in lentiviral gene delivery and T cell engineering, with a
focus on developing novel T cell-based immunotherapies, including chimeric antigen receptor (CAR) and T cell
receptor (TCR) T cell therapies. bb2121 and bb21217, which are product candidates in oncology under the Company’s
collaboration arrangement with Celgene Corporation (“Celgene”), are CAR T cell product candidates for the treatment
of multiple myeloma. Refer to Note 8, “Collaboration revenue” for further discussion of the Company’s collaboration
with Celgene.

As of March 31, 2018, the Company had cash, cash equivalents and marketable securities of $1.57 billion. Although
the Company has incurred recurring losses and expects to continue to incur losses for the foreseeable future, the
Company expects that its cash, cash equivalents and marketable securities will be sufficient to fund current operations
for at least the next twelve months.

2. Basis of presentation, principles of consolidation and significant accounting policies
Basis of presentation

The accompanying condensed consolidated financial statements are unaudited and have been prepared by the
Company in accordance with accounting principles generally accepted in the United States (“GAAP”) as found in the
Accounting Standards Codification (“ASC”) and Accounting Standards Update (“ASU”) of the Financial Accounting
Standards Board (“FASB”). Certain information and footnote disclosures normally included in the Company’s annual
financial statements have been condensed or omitted. These interim condensed consolidated financial statements, in
the opinion of management, reflect all normal recurring adjustments necessary for a fair presentation of the Company’s
financial position and results of operations for the interim periods ended March 31, 2018 and 2017.

The results of operations for the interim periods are not necessarily indicative of the results of operations to be

expected for the full year. These interim financial statements should be read in conjunction with the audited financial
statements as of and for the year ended December 31, 2017, and the notes thereto, which are included in the

12
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Company’s Annual Report on Form 10-K filed with the Securities and Exchange Commission (the “SEC”) on
February 21, 2018.

Certain items in the prior year’s condensed consolidated financial statements have been reclassified to conform to the

current presentation. As a result, no subtotals in the prior year condensed consolidated financial statements were
impacted.

Amounts reported are computed based on thousands. As a result, certain totals may not sum due to rounding.
Principles of consolidation

The accompanying condensed consolidated financial statements include the accounts of the Company and its
wholly-owned subsidiaries. As of March 31, 2018, there have been no changes to the Company’s subsidiary listing,
which is included as an exhibit to its Annual Report on Form 10-K for the year ended December 31, 2017. All
intercompany balances and transactions have been eliminated in consolidation. Any reference in these notes to
applicable guidance is meant to refer to GAAP. The Company views its operations and manages its business in one
operating segment. All material long-lived assets of the Company reside in the United States.

5

13
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Significant accounting policies

The significant accounting policies used in preparation of these condensed consolidated financial statements for the
three months ended March 31, 2018 are consistent with those discussed in Note 2 to the consolidated financial
statements in the Company’s 2017 Annual Report on Form 10-K, except as noted below with respect to the Company’s
revenue recognition, collaboration revenue and license and royalty revenue accounting policies and as noted within

the “Recent accounting pronouncements — Recently adopted” section below.

Revenue recognition

Effective January 1, 2018, the Company adopted Accounting Standards Codification (“ASC”), Topic 606, Revenue
from Contracts with Customers (“Topic 606”), using the modified retrospective transition method. Under this method,
the Company has recognized the cumulative effect of the adoption as an adjustment to the opening balance of
accumulated deficit in the current period condensed consolidated balance sheet. The Company has not revised its
consolidated financial statements for prior periods. This standard applies to all contracts with customers, except for
contracts that are within the scope of other standards, such as collaboration arrangements and leases.

Under Topic 606, an entity recognizes revenue when its customer obtains control of promised goods or services, in an
amount that reflects the consideration that the entity expects to receive in exchange for those goods or services. To
determine revenue recognition for arrangements that an entity determines are within the scope of Topic 606, the entity
performs the following five steps: (i) identify the contract(s) with a customer; (ii) identify the performance obligations
in the contract; (iii) determine the transaction price, including variable consideration, if any; (iv) allocate the
transaction price to the performance obligations in the contract; and (v) recognize revenue when (or as) the entity
satisfies a performance obligation. The Company only applies the five-step model to contracts when it is probable that
the entity will collect the consideration to which it is entitled in exchange for the goods or services it transfers to the
customer.

Once a contract is determined to be within the scope of Topic 606, the Company assesses the goods or services
promised within each contract and determines those that are performance obligations. Arrangements that include
rights to additional goods or services that are exercisable at a customer’s discretion are generally considered

options. The Company assesses if these options provide a material right to the customer and if so, they are considered
performance obligations. The exercise of a material right is accounted for as a contract modification for accounting
purposes.

The Company assesses whether each promised good or service is distinct for the purpose of identifying the
performance obligations in the contract. This assessment involves subjective determinations and requires management
to make judgments about the individual promised goods or services and whether such are separable from the other
aspects of the contractual relationship. Promised goods and services are considered distinct provided that: (i) the
customer can benefit from the good or service either on its own or together with other resources that are readily
available to the customer (that is, the good or service is capable of being distinct) and (ii) the entity’s promise to
transfer the good or service to the customer is separately identifiable from other promises in the contract (that is, the
promise to transfer the good or service is distinct within the context of the contract). In assessing whether a promised
good or service is distinct, the Company considers factors such as the research, manufacturing and commercialization
capabilities of the collaboration partner and the availability of the associated expertise in the general marketplace. The
Company also considers the intended benefit of the contract in assessing whether a promised good or service is
separately identifiable from other promises in the contract. If a promised good or service is not distinct, an entity is
required to combine that good or service with other promised goods or services until it identifies a bundle of goods or

14
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services that is distinct.

The transaction price is then determined and allocated to the identified performance obligations in proportion to their
standalone selling prices (“SSP”) on a relative SSP basis. SSP is determined at contract inception and is not updated to
reflect changes between contract inception and when the performance obligations are satisfied. Determining the SSP
for performance obligations requires significant judgment. In developing the SSP for a performance obligation, the
Company considers applicable market conditions and relevant entity-specific factors, including factors that were
contemplated in negotiating the agreement with the customer and estimated costs. The Company validates the SSP for
performance obligations by evaluating whether changes in the key assumptions used to determine the SSP will have a
significant effect on the allocation of arrangement consideration between multiple performance obligations.

If the consideration promised in a contract includes a variable amount, the Company estimates the amount of
consideration to which it will be entitled in exchange for transferring the promised goods or services to a customer.
The Company determines the amount of variable consideration by using the expected value method or the most likely
amount method. The Company includes the unconstrained amount of estimated variable consideration in the
transaction price. The amount included in the transaction price is constrained to the amount for which it is probable
that a significant reversal of cumulative revenue recognized will not occur. At the

6
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end of each subsequent reporting period, the Company re-evaluates the estimated variable consideration included in
the transaction price and any related constraint, and if necessary, adjusts its estimate of the overall transaction price.
Any such adjustments are recorded on a cumulative catch-up basis in the period of adjustment.

If an arrangement includes development and regulatory milestone payments, the Company evaluates whether the
milestones are considered probable of being reached and estimates the amount to be included in the transaction price
using the most likely amount method. If it is probable that a significant revenue reversal would not occur, the
associated milestone value is included in the transaction price. Milestone payments that are not within the Company’s
control or the licensee’s control, such as regulatory approvals, are generally not considered probable of being achieved
until those approvals are received.

In determining the transaction price, the Company adjusts consideration for the effects of the time value of money if
the timing of payments provides the Company with a significant benefit of financing. The Company does not assess
whether a contract has a significant financing component if the expectation at contract inception is such that the period
between payment by the licensees and the transfer of the promised goods or services to the licensees will be one year
or less. The Company assessed each of its revenue generating arrangements in order to determine whether a
significant financing component exists and concluded that a significant financing component does not exist in any of
its arrangements.

The Company then recognizes as revenue the amount of the transaction price that is allocated to the respective
performance obligation when (or as) each performance obligation is satisfied at a point in time or over time, and if
over time this is based on the use of an output or input method.

Collaboration revenue

To date, the Company’s collaboration revenue has been exclusively generated from its collaboration arrangement with
Celgene, which was originally entered into in March 2013 and was subsequently amended in June 2015, as further
described in Note 8, “Collaboration revenue”.

The Company analyzes its collaboration arrangements to assess whether they are within the scope of ASC 808,
Collaborative Arrangements (“ASC 808”) to determine 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
within the scope of ASC 808 that contain multiple elements, the Company first determines which elements of the
collaboration are deemed to be within the scope of ASC 808 and those that are more reflective of a vendor-customer
relationship and therefore within the scope of Topic 606. For elements of collaboration arrangements that are
accounted for pursuant to ASC 808, an appropriate recognition method is determined and applied consistently,
generally by analogy to Topic 606. Amounts that are owed to collaboration partners are recognized as an offset to
collaboration revenues as such amounts are incurred by the collaboration partner. Where amounts owed to a
collaboration partner exceed the Company’s collaboration revenues in each quarterly period, such amounts are
classified as research and development expense. For those elements of the arrangement that are accounted for pursuant
to Topic 606, the Company applies the five-step model described above.

License and royalty revenue
The Company enters into out-licensing agreements that are within the scope of Topic 606. The Company does not
have any material license arrangements that contain more than one performance obligation. The terms of such

out-license agreements include the license of functional intellectual property, given the functionality of the intellectual

16
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property is not expected to change substantially as a result of the licensor’s ongoing activities, and typically include
payment of one or more of the following: non-refundable up-front license fees; development, regulatory and milestone
payments based on the level of sales; and royalties on net sales of licensed products. Nonrefundable up-front license
fees are recognized as revenue at a point in time when the licensed intellectual property is made available for the
customer’s use and benefit, which is generally at the inception of the arrangement. Milestone fees, which are a type of
variable consideration, are recognized as revenue to the extent that it is probable that a significant reversal will not
occur. For arrangements with licenses of intellectual property that include sales-based royalties, including milestone
payments based on the level of sales, and the license is deemed to be the predominant item to which the royalties
relate, the Company recognizes royalty revenue and sales-based milestones at the later of (i) when the related sales
occur, or (ii) when the performance obligation to which the royalty has been allocated has been satisfied.

For a complete discussion of accounting for collaboration and other revenue-generating arrangements, see Note 8§,
“Collaboration revenue” and Note 9, “License and royalty revenue”. Additionally, see “Recent accounting pronouncements
- Recently adopted” below for discussion of the impact of adopting Topic 606, which was effective on January 1, 2018.

7
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Use of estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts in the financial statements and accompanying notes. Actual results could
materially differ from those estimates. Management considers many factors in selecting appropriate financial
accounting policies and controls, and in developing the estimates and assumptions that are used in the preparation of
these financial statements. Management must apply significant judgment in this process. In addition, other factors may
affect estimates, including: expected business and operational changes, sensitivity and volatility associated with the
assumptions used in developing estimates, and whether historical trends are expected to be representative of future
trends. The estimation process often may yield a range of potentially reasonable estimates of the ultimate future
outcomes and management must select an amount that falls within that range of reasonable estimates. This process
may result in actual results differing materially from those estimated amounts used in the preparation of the financial
statements. Estimates are used in the following areas, among others: subsequent fair value estimates used to assess
potential impairment of long-lived assets, including goodwill and intangible assets, financing lease obligation,
contingent consideration, stock-based compensation expense, accrued expenses, revenue and income taxes.

Recent accounting pronouncements
Recently adopted
ASU No. 2014-09, Revenue from Contracts with Customers

In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers, which superseded the
revenue recognition requirements in ASC 605, Revenue Recognition and created a new Topic 606, Revenue from
Contracts with Customers. In 2015 and 2016, the FASB issued additional ASUs related to Topic 606 that delayed the
effective date of the guidance and clarified various aspects of the new revenue guidance. The new standard became
effective on January 1, 2018. Topic 606 allows for either a full retrospective adoption, in which the standard is
applied to all periods presented in an entity’s financial statements, or a modified retrospective approach, in which the
standard is applied to the most current period presented in an entity’s financial statements with the cumulative effect of
adoption recognized as an adjustment to the opening balance of accumulated deficit in the period of adoption. The
Company adopted this new standard on January 1, 2018 using the modified retrospective approach, which has been
applied consistently to all contracts, and has elected to use the following practical expedient that is permitted under the
rules of adoption:

For contracts that were modified prior to Topic 606 adoption, the Company has not retrospectively accounted for
each contract modification in accordance with the contract modification guidance. Instead, the Company reflected
the aggregate effect of all modifications occurring prior to Topic 606 adoption when identifying the satisfied and
unsatisfied performance obligations, determining the transaction price and allocating the transaction price.
As a result of adopting Topic 606, the Company recorded a $29.4 million adjustment to the opening balance of
accumulated deficit in the first quarter of 2018 primarily as a result of the treatment of the up-front consideration
received in March 2013 under ASC 605-25 versus Topic 606. Refer below for a summary of the amount by which
each financial statement line item was affected by the impact of the cumulative adjustment:

Impact of Topic 606 Adoption on

18
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Condensed Consolidated Balance Sheet

as of January 1, 2018
Balances without

As reported under adoption of
(in thousands) Topic 606 Adjustments Topic 606
Deferred revenue, current portion $45,344  $ 19,670 $ 25,674
Deferred revenue, net of current portion $31,468 $ 9,705 $ 21,763
Accumulated deficit $(943,183) $ (29,375 ) $ (913,808 )

The amount by which each financial statement line item is affected in the current reporting period by Topic 606 as
compared with the guidance that was in effect prior to adoption is disclosed below.
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(in thousands)

Deferred revenue, current portion
Deferred revenue, net of current portion
Accumulated deficit

(in thousands, except per share data)
Collaboration revenue

Net loss

Net loss per share - basic and diluted:

Impact of Topic 606 Adoption on

Condensed Consolidated Balance Sheet

as of March 31, 2018

Balances without

As reported under adoption of
Topic 606  Adjustments Topic 606
$34,040 $ 14,503 $ 19,537
$28,806 $ 8,740 $ 20,066

$(1,058,308) $ (23,243 ) $ (1,035,065

Impact of Topic 606 Adoption on
Condensed Consolidated Statement of
Operations and Comprehensive Loss

for the Three Months Ended March 31,

2018

Balances without
As reported under adoption of
Topic 606 Adjustments Topic 606
$15,608 $ 6,133 $ 9,475

$(115,126) $ 6,133 $ (121,259 )

$(2.31

) $ 0.12 $ (2.43 )

Impact of Topic 606 Adoption on

Condensed Consolidated Statement of Cash
Flows

for the Three Months Ended March 31, 2018

Balances without

As reported under adoption of
(in thousands) Topic 606 Adjustments Topic 606
Net loss $(115,126) $ 6,133 $ (121,259 )
Changes in deferred revenue $(13,966 ) $ (6,133 ) $ (7,833 )

)
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The most significant change above relates to the Company’s collaboration revenue, which to date has been exclusively
generated from its collaboration arrangement with Celgene. Under ASC 605, the Company accounted for contract
modifications to the Celgene collaboration as they occurred and the accounting for those changes was prospective in
nature. Through the application of the practical expedient discussed above in connection with the adoption of Topic
606, the Company reflected the aggregate effect of all modifications to the Celgene collaboration when identifying the
satisfied and unsatisfied performance obligations, determining the transaction price, and allocating the transaction
price. As a result, although the performance obligations identified under Topic 606 were generally consistent with the
units of account identified under ASC 605, the timing of the allocation of the transaction price to the identified
performance obligations under Topic 606 differed from the allocations of consideration under ASC 605. Accordingly,
the transaction price ultimately allocated to each performance obligation under Topic 606 differed from the amounts
allocated under ASC 605.

As a result of adopting Topic 606, the Company established a deferred revenue deferred tax asset, and an offsetting
valuation allowance, of $7.9 million through its accumulated deficit given it is not more likely than not that the
deferred tax asset will be realized due to historical and expected future losses, such that there was no tax impact on the
Company’s condensed consolidated financial statements as a result of adopting Topic 606.

ASU 2016-15, Statement of Cash Flows: Classification of Certain Cash Receipts and Cash Payments

In August 2016, the FASB issued ASU 2016-15, Statement of Cash Flows: Classification of Certain Cash Receipts
and Cash Payments (“Topic 230”). The new standard clarifies certain aspects of the statement of cash flows, including
the classification of contingent consideration payments made after a business combination and several other
clarifications not currently applicable to the Company. The new standard also clarifies that an entity should determine
each separately identifiable source or use within the cash receipts and cash payments on the basis of the nature of the
underlying cash flows. In situations in which cash receipts and payments have aspects of more than one class of cash
flows and cannot be separated by source or use, the appropriate classification should depend on the activity that is
likely to be the predominant source or use of cash flows for the item. The new standard was effective for the Company
on January 1, 2018. The adoption of this standard did not have a material impact on the Company’s condensed
consolidated statements of cash flows upon adoption.

9
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ASU 2016-18, Statement of Cash Flows: Restricted Cash

In November 2016, the FASB issued ASU 2016-18, Statement of Cash Flows: Restricted Cash (“ASU 2016-18"). The
amendments in this update require that amounts generally described as restricted cash and restricted cash equivalents
be included within cash and cash equivalents when reconciling the beginning-of-period and end-of-period total
amounts shown on the statement of cash flows. ASU 2016-18 was effective January 1, 2018. As a result of adopting
ASU 2016-18, the Company includes its restricted cash balance in the cash and cash equivalents reconciliation of
operating, investing and financing activities. The following table provides a reconciliation of cash, cash equivalents,
and restricted cash within the statement of financial position that sum to the total of the same such amounts shown in
the statement of cash flows.

As of As of

March March

(in thousands) 31,2018 31,2017
Cash and cash equivalents $456,535 $216,001
Restricted cash included in receivables and other current assets 100 627
Restricted cash included in restricted cash and other non-current assets 13,763 13,763

Total cash, cash equivalents, and restricted cash shown in the statement of cash flows $470,398 $230,391

ASU 2017-09, Compensation — Stock Compensation (Topic 718): Scope Modification Accounting

In May 2017, the FASB issued ASU 2017-09, Compensation — Stock Compensation (Topic 718): Scope Modification
Accounting. The new standard is intended to reduce the diversity in practice and cost and complexity when applying
the guidance in Topic 718 to a change to the terms or conditions of a share-based payment award. The new standard
was effective beginning January 1, 2018. The adoption of this standard did not have a material impact on the
Company’s financial position or results of operations upon adoption.

Not yet adopted
ASU 2016-02, Leases

In February 2016, the FASB issued ASU 2016-02, Leases, (“ASU 2016-02"), which requires a lessee to recognize assets
and liabilities on the balance sheet for operating leases and changes many key definitions, including the definition of a
lease. The new standard includes a short-term lease exception for leases with a term of 12 months or less, as part of
which a lessee can make an accounting policy election not to recognize lease assets and lease liabilities. Lessees will
continue to differentiate between finance leases (previously referred to as capital leases) and operating leases using
classification criteria that are substantially similar to the previous guidance. The new standard will be effective
beginning January 1, 2019 and early adoption is permitted for public entities. The Company is currently evaluating the
potential impact ASU 2016-02 may have on its financial position and results of operations.

ASU 2017-04, Intangibles — Goodwill and Other (Topic 350): Simplifying the Test for Goodwill Impairment
In January 2017, the FASB issued ASU 2017-04, Intangibles — Goodwill and Other (Topic 350): Simplifying the Test

for Goodwill Impairment. To address concerns over the cost and complexity of the two-step goodwill impairment
test, the amendments in this ASU remove the second step of the test. An entity will instead apply a one-step
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quantitative test and record the amount of goodwill impairment as the excess of a reporting unit's carrying amount
over its fair value, not to exceed the total amount of goodwill allocated to the reporting unit. The new guidance does
not amend the optional qualitative assessment of goodwill impairment. The new standard will be effective beginning
January 1, 2020 and early adoption is permitted with measurement dates on or after January 1, 2017. The adoption of
this standard is not expected to have a material impact on the Company’s financial position or results of operations
upon adoption.

ASU 2017-08, Receivables — Nonrefundable Fees and Other Costs

In April 2017, the FASB issued ASU 2017-08, Receivables — Nonrefundable Fees and Other Costs (“Subtopic 310-20”).
The new standard amends the amortization period for certain purchased callable debt securities held at a premium by
shortening the amortization period for the premium to the earliest call date. Subtopic 310-20 calls for a modified
retrospective application under which a cumulative-effect adjustment will be made to retained earnings as of the
beginning of the first reporting period in which the guidance is adopted. The new standard will be effective beginning
January 1, 2019 and early adoption is permitted for public entities. The adoption of this standard is not expected to

have a material impact on the Company’s financial position or results of operations upon adoption.
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ASU 2018-02, Reclassification of Certain Tax Effects from Accumulated Other Comprehensive Income

In February 2018, the FASB issued ASU 2018-02, Reclassification of Certain Tax Effects from Accumulated Other
Comprehensive Income (“ASU 2018-01”). The new standard allows for a reclassification from accumulated other
comprehensive income to retained earnings for stranded tax effects resulting from the Tax Cuts and Jobs Act. The
new standard will be effective beginning January 1, 2019 and early adoption is permitted. The Company is currently
evaluating the potential impact ASU 2018-02 may have on its financial position and results of operations upon
adoption.

3. Marketable securities

The following table summarizes the available-for-sale securities held at March 31, 2018 and December 31, 2017 (in
thousands):

Amortized Unrealized Unrealized Fair

Description cost gains losses value
March 31, 2018
U.S. government agency securities and treasuries $1,100,672 $ 1 $ (4,490 ) $1,096,183

Certificates of deposit 13,640 — — 13,640
Total $1,114,312 $ 1 $ 4,490 ) $1,109,823
December 31, 2017

U.S. government agency securities and treasuries $841,895  § — $ (3,579 ) $838,316
Certificates of deposit 17,480 1 — 17,481
Total $859,375 $ 1 $ (3,579 ) $855,797

The amortized cost of available-for-sale securities is adjusted for amortization of premiums and accretion of discounts
to maturity. At March 31, 2018 and December 31, 2017, the balance in the Company’s accumulated other
comprehensive loss was composed primarily of activity related to the Company’s available-for-sale marketable
securities. There were no material realized gains or losses recognized on the sale or maturity of available-for-sale
securities during the three months ended March 31, 2018 or 2017, and as a result, the Company did not reclassify any
amounts out of accumulated other comprehensive loss for the same periods.

The aggregate fair value of securities held by the Company in an unrealized loss position for less than twelve months
as of March 31, 2018 and December 31, 2017 was $918.9 million and $704.1 million, respectively. As of March 31,
2018 and December 31, 2017, there were $142.7 million and $134.4 million in securities held by the Company in an
unrealized loss position for more than twelve months, respectively. The Company has the intent and ability to hold
such securities until recovery. The Company determined that there was no material change in the credit risk of the
above investments. As a result, the Company determined it did not hold any investments with any
other-than-temporary impairment as of March 31, 2018 and December 31, 2017.

No available-for-sale securities held as of March 31, 2018 or December 31, 2017 had remaining maturities greater
than three years.
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4. Fair value measurements

The following table sets forth the Company’s assets and liabilities that are measured at fair value on a recurring basis
as of March 31, 2018 and December 31, 2017 (in thousands):

Quoted  Significant

prices in  other Significant
active observable unobservable
markets  inputs inputs
Description Total (Level 1) (Level 2) (Level 3)
March 31, 2018
Assets:
Cash and cash equivalents $456,535 $329,285 $127,250 $ —
Marketable securities:
U.S. government agency securities and treasuries 1,096,183 — 1,096,183 —
Certificates of deposit 13,640 — 13,640 —
Total assets $1,566,358 $329.285 $1,237,073 $ —
Liabilities:
Contingent consideration $2,765 $— $— $ 2,765
Total liabilities $2,765 $— $— $ 2,765
December 31, 2017
Assets:
Cash and cash equivalents $758,505 $758,505 $— $ —
Marketable securities:
U.S. government agency securities and treasuries 838,316 — 838,316 —
Certificates of deposit 17,481 — 17,481 —
Total assets $1,614,302 $758,505 $855,797 $ —
Liabilities:
Contingent consideration $2,231 $— $— $ 2,231
Total liabilities $2,231 $— $— $ 2,231

Cash, cash equivalents and marketable securities

The Company considers all highly liquid securities with original final maturities of 90 days or less from the date of
purchase to be cash equivalents. As of March 31, 2018, cash and cash equivalents comprises funds in cash, money
market accounts, U.S. treasury securities, and government agency securities. As of December 31, 2017, cash and cash
equivalents comprises funds in cash and money market accounts.

Cash equivalents and marketable securities classified as Level 2 within the valuation hierarchy generally consist of
U.S. treasury securities and government agency securities. The Company estimates the fair values of these marketable
securities by taking into consideration valuations obtained from third-party pricing sources. These pricing sources
utilize industry standard valuation models, including both income and market-based approaches, for which all
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significant inputs are observable, either directly or indirectly, to estimate fair value. These inputs include market
pricing based on real-time trade data for the same or similar securities, issuer credit spreads, benchmark yields, and
other observable inputs. The Company validates the prices provided by our third-party pricing sources by
understanding the models used, obtaining market values from other pricing sources and analyzing pricing data in
certain instances.

Contingent consideration

In connection with its prior acquisition of Pregenen, the Company may be required to pay future consideration that is
contingent upon the achievement of specified development, regulatory approvals or sales-based milestone events.
Contingent consideration is measured at fair value and is based on significant inputs not obs