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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains forward-looking statements about us and our industry that involve substantial risks and
uncertainties. All statements other than statements of historical facts contained in this Quarterly Report on Form 10-Q including statements regarding our
future results of operations or financial condition, business strategy and plans and objectives of management for future operations, are forward-looking
statements. In some cases, you can identify forward-looking statements because they contain words such as “anticipate,” “believe,” “contemplate,”
“continue,” “could,” “estimate,” “expect,” “intend,” “may,” “plan,” “potential,” “predict,” “project,” “should,” “target,” “will” or “would” or the negative
of these words or other similar terms or expressions. These forward-looking statements include, but are not limited to, statements concerning the
following:
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. our expectations regarding the timing, scope and results of our development activities, including our ongoing and planned clinical trials;
. the timing of and plans for regulatory filings;
. our plans to obtain and maintain regulatory approvals of our product candidates in any of the indications for which we plan to develop

them, and any related restrictions, limitations, and/or warnings in the label of an approved product candidate;

. the potential benefits of our product candidates and technologies;

. our expectations regarding the use of our platform technologies to generate novel product candidates;

. the market opportunities for our product candidates and our ability to maximize those opportunities;

. our business strategies and goals;

. estimates of our expenses, capital requirements, any future revenue, and need for additional financing;

. our expectations regarding establishing manufacturing capabilities;

. the performance of our third-party suppliers and manufacturers;

. our expectations regarding our ability to obtain and maintain intellectual property protection for our platform technologies and product

candidates and our ability to operate our business without infringing on the intellectual property rights of others;

. our expectations regarding developments and projections relating to our competitors, competing therapies that are or become available, and
our industry;

. our expectations regarding the impact of the COVID-19 pandemic on our business, our industry and the economy;
. future changes in or impact of law and regulations in the United States and foreign countries; and
. the sufficiency of our existing cash, cash equivalents and short-term investments to fund our operations.

We have based these forward-looking statements on our current expectations and projections about future events and trends that we believe may
affect our financial condition, results of operations, strategy, short- and long-term business operations and objectives and financial needs.

These forward-looking statements are subject to a number of risks, uncertainties and assumptions, including those described in the section titled
“Risk Factors” and elsewhere in this Quarterly Report on Form 10-Q. Moreover, we operate in a very competitive and rapidly changing
environment. New risks emerge from time to time. It is not possible for our management to predict all risks, nor can we assess the impact of all factors on
our business or the extent to which any factor, or combination of factors, may cause actual results to differ materially from those contained in any forward-
looking statements we may make. In light of these risks, uncertainties and assumptions, the forward-looking events and circumstances discussed in this
Quarterly Report on Form 10-Q may not occur and actual results could differ materially and adversely from those anticipated or implied in the forward-
looking statements.



You should not rely upon forward-looking statements as predictions of future events. Although we believe that the expectations reflected in the
forward-looking statements are reasonable, we cannot guarantee that the future results, advancements, discoveries, levels of activity, performance or events
and circumstances reflected in the forward-looking statements will be achieved or occur. Moreover, except as required by law, neither we nor any other
person assumes responsibility for the accuracy and completeness of the forward-looking statements. We undertake no obligation to update publicly any
forward-looking statements for any reason after the date of this Quarterly Report on Form 10-Q to conform these statements to actual results or to changes
in our expectations.

» o«

Unless the context otherwise indicates, references in this report to the terms “Poseida”, “the Company,” “we,” “our” and “us” refer to Poseida
Therapeutics, Inc. and its subsidiaries.

We may announce material business and financial information to our investors using our investor relations website (investors.poseida.com). We
therefore encourage investors and others interested in Poseida to review the information that we make available on our website, in addition to following our
filings with the Securities and Exchange Commission, or the SEC, press releases and conference calls.
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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements
Poseida Therapeutics, Inc.
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)
(In thousands, except share amounts)
June 30, December 31,
2020 2019
ASSETS
Current assets:
Cash and cash equivalents $ 147,133 87,784
Short-term investments 19,998 37,534
Prepaid expenses and other current assets 6,015 1,861
Total current assets 173,146 127,179
Property and equipment, net 22,085 10,858
Operating lease right-of-use assets 20,145 —
Intangible assets 1,320 1,320
Goodwill 4,228 4,228
Other long-term assets 3,548 3,411
Deferred offering costs 1,880 —
Total assets $ 226,352 146,996
LIABILITIES, CONVERTIBLE PREFERRED STOCK AND
STOCKHOLDERS’ DEFICIT
Current liabilities:
Accounts payable $ 1,562 4,929
Accrued and other liabilities 23,152 13,926
Operating lease liabilities, current 4,178 —
Term debt - short-term — 3,000
Total current liabilities 28,892 21,855
Term debt - long-term 28,990 26,140
Deferred CIRM grant liability 23,755 19,592
Warrant liability 1,470 1,271
Deferred tax liability 55 55
Operating lease liability, non-current 21,188 —
Other long-term liabilities 992 5,421
Total liabilities 105,342 74,334
Commitments and contingencies (Note 11)
Convertible preferred stock (Series A, A-1, B, C and D), $0.0001 par value 46,809,523
and 33,085,827 shares authorized at June 30, 2020 and December 31, 2019, respectively;
42,953,085 and 32,934,785 shares issued and outstanding at June 30, 2020 and
December 31, 2019, respectively; liquidation preference of $326,313 at June 30, 2020 326,313 222,173
Stockholders’ equity:
Common stock, $0.0001 par value: 73,000,000 and 57,013,463 shares authorized at June 30,
2020 and December 31, 2019, respectively; 13,370,778 and 13,196,419 shares issued and
outstanding at June 30, 2020 and December 31, 2019, respectively 2 2
Additional paid-in capital 5,997 2,689
Accumulated other comprehensive income 20 19
Accumulated deficit (211,322) (152,221)
Total stockholders’ deficit (205,303) (149,511)
Total liabilities, convertible preferred stock and stockholders’
deficit $ 226,352 146,996

The accompanying notes are an integral part of these condensed consolidated financial statements.



Operating expenses:
Research and development
General and administrative
Increase in contingent consideration (inclusive of
related party amounts of zero, $2,968, zero and
$2,249, respectively)
Total operating expenses
Loss from operations
Other income (expense):
Interest expense
Other income (expense), net
Net loss before income tax
Income tax benefit
Net loss

Other comprehensive income (expense):

Poseida Therapeutics, Inc.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS

(Unaudited)

(In thousands, except share amounts)

Other comprehensive income (expense) (net of tax expense

of zero for each of the periods ending
June 30, 2020 and 2019)

Total other comprehensive income (expense)
Comprehensive loss

Net loss per share attributable to common stockholders,

basic and diluted

Weighted-average shares of common stock, basic and
diluted

Three Months Ended June 30, Six Months Ended June 30,

2020 2019 2020 2019
$ 25210 $ 16,881 $ 48,625 $ 25,493
4,236 4,042 9,090 10,442
— 7,420 — 5,623
29,446 28,343 57,715 41,558
(29,446) (28,343) (57,715) (41,558)
(892) (903) (1,806) (1,698)
(90) 619 309 1,295
(30,428) (28,627) (59,212) (41,961)
$ (30,428) $ (28,627) $ (59,212) $ (41,961)
$ (110) $ 5 $ 1 $ 5
$ (110) $ 5 § 1 $ 5
$ (30,538) $ (28,622) $ (59,211) $ (41,956)
$ (2.28) $ (232) $ (4.44) $ (3.41)
13,370,763 12,320,960 13,346,672 12,305,874

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Poseida Therapeutics, Inc.

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN CONVERTIBLE PREFERRED STOCK AND STOCKHOLDERS’

Balance at January 1, 2019
Net loss

Issuance of common stock under
employee stock compensation
plans

Issuance of Series C preferred
stock for cash net of
issuance costs $146

Stock-based compensation
expense

Balance at March 31, 2019

Net loss

Issuance of common stock under
employee stock compensation
plans

Issuance of Series C preferred
stock for cash net of issuance
costs $133

Stock-based compensation expense

Unrealized gain on marketable
securities

Balance at June 30, 2019

Balance at January 1, 2020
Net loss

Transition adjustment from adoption
of ASC 842 (Note 2)

Issuance of common stock under
employee stock compensation
plans

Stock-based compensation expense

Unrealized gain on marketable
securities

Balance at March 31, 2020

Net loss

Issuance of Series D preferred
stock for cash, net of issuance
costs of $5,359

Stock-based compensation expense

Change in unrealized gain on
marketable securities

Balance at June 30, 2020

The accompanying notes are an integral part of these condensed consolidated financial statements.

DEFICIT
(Unaudited)
(In thousands, except share amounts)
Accumulated
Convertible Additional Other Total
Preferred Stock C 1 Stock Paid-in Comprehensive  Accumulated  Stockholders’
Shares Amount Shares Amount Capital Income Deficit Deficit

18,200,011 $ 72,460 12,275,579  $ 2 $  (11,026) $ — $  (65694) $  (76,718)
_ — — — — — (13,334) (13,334)

— — 16,594 — 18 — — 18
8,457,758 85,954 — — — _ _ _
— — _ _ 454 _ _ 454
26,657,769 $ 158,414 12,292,173 $ 2 $  (10554) $ — $  (79.027) $ _ (89,580)
(28,627) (28,627)

— — 34,800 — 37 — — 37
5,502,950 55,896 — — — — — —
— — — — 607 — — 607

= = = 5 = 5
32,160,719 $ 214,310 12,326,973 § 2 8 (9,910) $ 5 $ (107,654) $ (117,558)
32,934,785 $ 222,173 13,196,419  $ 2 % 2,689 $ 19 $ (152,221) $  (149,511)
_ _ — — (28,784) (28,784)

— — — — — — 111 111

— — 174,359 — 183 — — 183

— — — 1,509 — — 1,509

— — — — — 111 — 111
32,934,785 $§ 222,173 13,370,778  $ 2 8 4381 § 130 $ (180,894) $  (176,381)
— — — — — — (30,428) (30,428)
10,018,300 104,140 — — — — — —
— — — 1,616 — — 1,616
_ _ — — — (110) — (110)
42,953,085 $ 326,313 13,370,778  $ 2 8 5997 $ 20§ (211,322) $ (205,303)
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Poseida Therapeutics, Inc.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited) (In thousands)

OPERATING ACTIVITIES
Net loss
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation & amortization expense
Loss on disposal of assets
Stock-based compensation
Change in fair value of contingent liabilities
Change in preferred stock warrant liability
Accretion of discount on issued term debt
Write-off of deferred financing costs
Changes in operating assets and liabilities:
Prepaid expenses and other current assets
Operating lease right-of-use assets
Other long-term assets
Accounts payable
Accrued liabilities
Operating lease liabilities
Other long-term liabilities
Net cash used in operating activities
INVESTING ACTIVITIES
Purchases of property and equipment
Purchases of short-term investments
Proceeds from maturities of short-term investments
Net cash provided by (used in) investing activities
FINANCING ACTIVITIES
Net proceeds from stock option exercises
Issuance of Series C financing, net of issuance costs
Issuance of Series D financing, net of issuance costs
Payment of deferred offering costs
Net proceeds from CIRM grant
Proceeds from term debt
Payment of debt issuance costs
Net cash provided by financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

Non-cash operating, investing and financing activities:
Purchases of property and equipment included in accounts payable and
accrued liabilities

Tenant improvement receivable from landlord
Deferred offering costs incurred but not yet paid

Supplemental disclosure of cash flow information:
Interest paid

Six Months Ended June 30,
2020
$ (59,212) (41,961)
859 460
— 450
3,125 1,061
— 5,623
199 (492)
476 384
— 855
(1,817) (298)
2,201 _
(137) (930)
(3,654) 1,413
6,233 4,490
(1,959) —
— 161
(53,686) (28,784)
(11,955) (1,952)
(19,884) (18,652)
37,500 —
5,661 (20,604)
183 55
— 141,850
104,140 —
(787) —
4,163 4,642
— 10,000
(325) (53)
107,374 156,494
59,349 107,106
87,784 30,395
$ 147,133 137,501
$ 2,186 1,039
$ 1,314 —
$ 1,092 —
$ 1,660 1,192

The accompanying notes are an integral part of these condensed consolidated financial statements.



Poseida Therapeutics, Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

NOTE 1—NATURE OF BUSINESS AND BASIS OF PRESENTATION
Nature of Operations

Poseida Therapeutics, Inc. (the “Company” or “Poseida”) is a clinical-stage biopharmaceutical company dedicated to utilizing its proprietary gene
engineering platform technologies to create next generation cell and gene therapeutics with the capacity to cure.

The Company is subject to risks and uncertainties common to development-stage companies in the biotechnology industry, including, but not
limited to, development by competitors of new technological innovations, dependence on key personnel, protection of proprietary technology, compliance
with government regulations and the ability to secure additional capital to fund operations. Product candidates currently under development will require
significant additional research and development efforts, including extensive preclinical and clinical testing and regulatory approval prior to
commercialization. These efforts require significant amounts of additional capital, adequate personnel and infrastructure and extensive compliance-
reporting capabilities. Even if the Company’s therapeutic development efforts are successful, it is uncertain when, if ever, the Company will realize
significant revenue from product sales.

Reverse Stock Split

These condensed consolidated financial statements reflect a 1-for-1.247 reverse stock split of the Company’s common stock, which became
effective on July 2, 2020. All share and per share data for all periods presented in the accompanying condensed consolidated financial statements and notes
thereto have been adjusted retrospectively, where applicable, to reflect the reverse stock split.

Initial Public Offering

On July 14, 2020, the Company completed its initial public offering (“IPO”), in which the Company issued and sold 14,000,000 shares of its
common stock, at a public offering price of $16.00 per share, for an aggregate gross proceeds of $224.0 million. The Company received approximately
$204.8 million in net proceeds after deducting underwriting discounts and estimated offering expenses payable by the Company. At the closing of the IPO,
34,445,108 shares of outstanding Convertible Preferred Stock were automatically converted into 34,445,108 shares of common stock, and outstanding
warrants to purchase an aggregate of 121,122 shares of Convertible Preferred Stock became exercisable for an equal number of shares of common stock
and were reclassified into permanent equity.

The condensed consolidated financial statements as of June 30, 2020, including share and per share amounts, do not give effect to the IPO, the
conversion of the Convertible Preferred Stock into common stock, or the outstanding warrants becoming exercisable for common stock and the related
reclassification into permanent equity, as the IPO and such conversions and reclassification into permanent equity were completed subsequent to June 30,
2020.

Liquidity and capital resources

The Company has experienced net losses and negative cash flows from operations since its inception and has relied on its ability to fund its
operations primarily through equity financings. The Company has incurred net losses for the year ended December 31, 2019 and six months ended June 30,
2020 of $86.5 million and $59.2 million, respectively, and negative cash flows from operations for these same periods of $64.4 million and $53.7 million,
respectively. The Company expects to continue to incur net losses and negative cash flows from operations for at least the next several years. As of June
30, 2020, the Company had an accumulated deficit of $211.3 million.

The Company expects that its cash, cash equivalents and marketable securities as of June 30, 2020 of $167.1 million, along with $204.8 million in
net IPO proceeds raised on July 14, 2020, will be sufficient to fund its operations for at least the next twelve months from the date of issuance of these
financial statements. In the long term the Company will need additional financing to support its continuing operations and pursue its growth strategy. Until
such time as the Company can generate significant revenue from product sales, if ever, it expects to finance its
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Poseida Therapeutics, Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)

operations through a combination of equity offerings, debt financings, collaborations, strategic alliances and licensing arrangements. The Company may be
unable to raise additional funds or enter into such other agreements when needed on favorable terms or at all. The inability to raise capital as and when
needed would have a negative impact on the Company’s financial condition and its ability to pursue its business strategy. The Company will need to
generate significant revenue to achieve profitability, and it may never do so.

Basis of Preparation and Consolidation

The accompanying condensed consolidated financial statements reflect the Company’s financial position, results of operations and cash flows, in
conformity with generally accepted accounting principles in the United States (“GAAP”) and include the accounts of Poseida Therapeutics, Inc. and its
wholly owned subsidiaries. All intercompany transactions and balances have been eliminated.

Unaudited Interim Condensed Financial Statements

In the opinion of Company’s management, the accompanying unaudited condensed financial statements have been prepared in accordance with
GAAP for interim financial information. These unaudited condensed consolidated financial statements include all adjustments necessary to fairly state the
financial position and the results of its operations and cash flows for interim periods in accordance with GAAP. Interim-period results are not necessarily
indicative of results of operations or cash flows for a full year or any subsequent interim period.

The accompanying condensed financial statements should be read in conjunction with our audited financial statements and notes included in the
prospectus dated July 09, 2020 filed with the Securities and Exchange Commission (“SEC”) on July 10, 2020 in connection with the IPO (“Prospectus”).

NOTE 2—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Use of Estimates

The preparation of consolidated financial statements in conformity with GAAP requires the Company to make estimates and assumptions that
affect the amounts reported in the consolidated financial statements and accompanying notes. On an ongoing basis, the Company evaluates its estimates,
which include, but are not limited to, estimates related to accrued expenses, contingent consideration, warrant liability, stock-based compensation expense,
deferred tax valuation allowances and, prior to the Company’s IPO, the fair value of common stock. The Company bases its estimates on historical
experience and other market-specific or relevant assumptions that it believes to be reasonable under the circumstances. Actual results may differ from those
estimates or assumptions.

Prior to the IPO, the Company utilized significant estimates and assumptions in determining the fair value of its common stock. The Company has
utilized various valuation methodologies in accordance with the framework of the 2004 American Institute of Certified Public Accountants Technical
Practice Aid, Valuation of Privately-Held Company Equity Securities Issued as Compensation, to estimate the fair value of its common stock. Each
valuation methodology includes estimates and assumptions that require the Company’s judgment. These estimates and assumptions include a number of
objective and subjective factors, including the prices at which the Company sold shares of preferred stock and the superior rights, preferences and
privileges of the preferred stock relative to the common stock; the Company’s stage of development and material risks related to its business; the progress
of the Company’s research and development programs, including the status and results of preclinical studies for its product candidates and progress of its
development of manufacturing processes; external market conditions affecting the biopharmaceutical industry and trends within the biopharmaceutical
industry; the Company’s results of operations and financial position, including its levels of available capital resources, outstanding debt and its historical
and forecasted performance and operating results; the lack of an active public market for the Company’s common stock and preferred stock; the likelihood
of achieving a liquidity event, such as an IPO or sale of the Company in light of prevailing market conditions; the hiring of key personnel; and the analysis
of IPOs and the market performance of publicly traded companies in the biopharmaceutical industry, as well as recently completed mergers and
acquisitions of peer companies. Significant changes to the key assumptions used in the valuations could result in different fair values of common stock at
each valuation date.



Poseida Therapeutics, Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)

Fair Value Measurements

Certain financial instruments are required to be recorded at fair value. Other financial instruments, like cash are recorded at cost, which
approximates fair value. Cash equivalents and short-term investments are comprised of available-for-sale securities, which are carried at fair value.
Additionally, carrying amounts of accounts payable and accrued liabilities approximate fair value because of the short maturity of those instruments. The
carrying value of the Company’s term debt approximates its fair value due to its variable interest rate, which approximates a market interest rate.

Concentration of Business Risk

The Company relies, and expects to continue to rely, on a small number of vendors to manufacture supplies and materials for its development
programs. These programs could be adversely affected by a significant interruption in these manufacturing services.

Leases

The Company accounts for leases in accordance with Accounting Standards Codification Topic 842, Leases, (“ASC 842”). The Company
determines if an arrangement is a lease at contract inception. A lease exists when a contract conveys the right to control the use of identified property, plant,
or equipment for a period of time in exchange for consideration. The definition of a lease embodies two conditions: (1) there is an identified asset in the
contract that is land or a depreciable asset (i.e., property, plant, and equipment), and (2) the Company has the right to control the use of the identified asset.

Operating leases where the Company is the lessee are included in lease receivables, operating lease right-of-use (“ROU”) assets, operating lease
liabilities, current and operating lease liabilities, non-current on its condensed consolidated balance sheets. The lease liabilities are initially and
subsequently measured at the present value of the unpaid lease payments at the lease commencement date.

Lease receivables, included within prepaid and other currents assets within the condensed consolidated balance sheets, are comprised of the
expected tenant improvement reimbursement from the landlord and the rent abatement period to be recognized over the following twelve months.

ASC 842 requires a lessee to discount its unpaid lease payments using the interest rate implicit in the lease or, if that rate cannot be readily
determined, its incremental borrowing rate. The rates implicit in the Company’s leases are not known, therefore, the incremental borrowing rate is used
based on the information available at commencement date in determining the present value of lease payments. The Company’s incremental borrowing rate
for a lease is the rate of interest it would have to pay on a collateralized basis to borrow an amount equal to the lease payments under similar terms.

The lease term for all of the Company’s leases includes the noncancelable period of the lease. When applicable, the Company’s lease term is
impacted by options to extend or terminate the lease when it is reasonably certain that it will exercise such option Lease payments included in the
measurement of the lease asset or liability are comprised of its fixed payments.

The Company has elected not to recognize ROU assets and lease liabilities for all short-term leases that have a lease term of 12 months or less. The
Company recognizes the lease payments associated with its short-term leases as an expense on a straight-line basis over the lease term. There are no
variable lease payments associated with these leases. Additionally, the Company has elected to account for the lease and non-lease components together as
a single lease component for its real estate asset class.
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Poseida Therapeutics, Inc.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
(Unaudited)

Risk and Uncertainties

In December 2019, SARS-CoV-2, a novel strain of coronavirus, was first reported in Wuhan, China and has since become a global pandemic,
generally referred to as COVID-19. The virus continues to spread globally, has been declared a pandemic by the World Health Organization and has spread
to over 100 countries, including the United States. The impact of this pandemic has been and will likely continue to be extensive in many aspects of
society, which has resulted in and will likely continue to result in significant disruptions to the global economy, as well as businesses and capital markets
around the world.

Impacts to the Company’s business, some of which the Company has already experienced, include, but are not limited to, temporary closures of its
facilities or those of its vendors, disruptions or restrictions on its employees’ ability to travel, disruptions to or delays in ongoing laboratory experiments,
preclinical studies, clinical trials, third-party manufacturing supply and other operations, the potential diversion of healthcare resources away from the
conduct of clinical trials to focus on pandemic concerns, interruptions or delays in the operations of the U.S. Food and Drug Administration or other
regulatory authorities, and the Company’s ability to raise capital and conduct business development activities.

Deferred Offering Costs

The Company capitalizes certain legal, professional accounting and other third-party fees that are directly associated with in-process equity
financings as deferred offering costs until such financings are consummated. After consummation of an equity financing, these costs are recorded as a
reduction of additional paid-in capital generated as a result of the offering. Should the in-process equity financing be abandoned, the deferred offering costs
will be expensed immediately as a charge to operating expenses in the consolidated statements of operations and comprehensive loss. During the six-
months ended June 30, 2019, the Company expensed $1.8 million of costs, within general and administrative expenses, previously capitalized and
associated with the Company’s abandoned efforts to complete an IPO in early 2019. Deferred offering costs of $1.9 million, incurred in connection with the
Company’s July 2020 IPO, are capitalized and classified within deferred offering costs on the condensed balance sheet as of June 30, 2020.

Recently Adopted Accounting Pronouncements

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). The FASB subsequently issued ASU 2018-10 Codification Improvements to
Topic 842, Leases, ASU 2018-11, Leases (Topic 842): Targeted Improvements, and ASU 2019-01, Leases (Topic 842): Codification Improvements, to
further amend ASU 2016-02. ASU 2016-02, as amended, provides revised guidance related to the accounting and reporting of leases, including a
requirement for lessees to recognize most leases on the balance sheet. The recognition, measurement and presentation of expenses and cash flows arising
from a lease by a lessee depends on its classification as a finance or operating lease. For public entities, the guidance is effective for fiscal years beginning
after December 15, 2018, and for non-public entities, the guidance was effective for fiscal years beginning after December 15, 2020, with early adoption
permitted. Companies may adopt retrospectively as of the earliest period presented or retrospectively at the beginning of the period of adoption through a
cumulative-effect adjustment, in each case with a number of practical expedients that entities may elect to apply. The Company adopted this standard on
January 1, 2020, early adopting ASC 842 using a modified retrospective transition approach as of the effective date, as permitted by the amendments in
ASU 2018-11, which provides an alternative modified retrospective transition method. As a result, the Company was not required to adjust its comparative
period financial information for effects of the standard or make the new required lease disclosures for periods before the date of adoption. The Company
has elected to adopt the package of transition practical expedients and, therefore, it has not reassessed (1) whether existing or expired contracts contain a
lease, (2) lease classification for existing or expired leases or (3) the accounting for initial direct costs that were previously capitalized. The Company did
not elect the practical expedient to use hindsight for leases existing at the adoption date. See Note 11 for the adoption impact.
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In August 2018, the FASB issued ASU 2018-15, Intangibles—Goodwill and Other—Internal-Use Software (Topic 350): Customer’s Accounting for
Implementation Costs Incurred in a Cloud Computing Arrangement That Is a Service Contract. This standard requires capitalizing implementation costs
incurred to develop or obtain internal-use software (and hosting arrangements that include an internal-use software license). The Company adopted this
standard on January 1, 2020 using the prospective method. The adoption of this standard did not have a material impact on our consolidated financial
statements and disclosures.

In August 2018, the FASB issued ASU 2018-13, Fair Value Measurement (Topic 820): Disclosure Framework — Changes to the Disclosure
Requirements for Fair Value Measurement. The new standard removes certain disclosures, modifies certain disclosures and adds additional disclosures
related to fair value measurement. The Company adopted this standard on January 1, 2020 using the prospective method. The adoption of this standard did
not have a material impact on our consolidated financial statements and disclosures.

Recently Issued Accounting Pronouncements

In December 2019, the FASB issued ASU 2019-12, Income Taxes (Topic 740): Simplifying the Accounting for Income Taxes (“ASU 2019-12”),
which is intended to simplify the accounting for income taxes. ASU 2019-12 removes certain exceptions to the general principles in Topic 740 and also
clarifies and amends existing guidance to improve consistent application. The new standard will be effective beginning January 1, 2021. The Company is
currently evaluating the potential impact ASU 2019-12 may have on its financial position and results of operations upon adoption.

NOTE 3—COMPOSITION OF CERTAIN BALANCE SHEET COMPONENTS
Property and equipment, net

Property and equipment, net consist of the following as of (in thousands):

June 30, December 31,
2020 2019
Lab equipment $ 9,439 $ 6,957
Leasehold improvements 351 165
Computer equipment and software 1,224 456
Furniture and fixtures 580 560
Construction in progress 13,359 4,729
Total property and equipment 24,953 12,867
Less: Accumulated depreciation and amortization (2,868) (2,009)
Total property and equipment, net $ 22,085 $ 10,858

Depreciation expense associated with property and equipment was $0.9 million and $0.5 million for the six months ended June 30, 2020 and 2019,
respectively.

Accrued and other liabilities

Accrued and other liabilities consist of the following as of (in thousands):

June 30, December 31,
2020 2019
Contract research services $ 14,939 $ 7,993
Payroll and related expense 3,139 3,283
Lease cancellation fee 516 979
Other 4,558 1,671
Total accrued and other liabilities $ 23,152 $ 13,926
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NOTE 4—FINANCIAL INSTRUMENTS

The following table summarizes the amortized cost and fair value of securities available-for-sale at December 31, 2019 and June 30, 2020 (in
thousands):

Amortized Unrealized Unrealized
Cost/Cost Gains Losses Fair Value
At June 30, 2020:
Money market fund $ 125,856 $ — 3 — 3 125,856
U.S. government agency securities and treasuries 19,978 20 — 19,998
Total $ 145,834 $ 20 $ —  $ 145,854
At December 31, 2019:
Money market fund $ 63,744 $ — 3 — 3 63,744
U.S. government agency securities and treasuries 42,503 19 — % 42,522
Total $ 106,247  $ 19 $ — 3 106,266

No available-for-sale debt securities held as of June 30, 2020 and December 31, 2019 had remaining maturities greater than one year.

NOTE 5—FAIR VALUE MEASUREMENT

Fair value is defined as the exchange price that would be received for an asset or paid to transfer a liability (an exit price) in the principal or most
advantageous market for the asset or liability in an orderly transaction between market participants as of the measurement date. Applicable accounting
guidance provides an established hierarchy for inputs used in measuring fair value that maximizes the use of observable inputs and minimizes the use of
unobservable inputs by requiring that the most observable inputs be used when available. Observable inputs are inputs that market participants would use in
valuing the asset or liability and are developed based on market data obtained from sources independent of the Company. Unobservable inputs are inputs
that reflect the Company’s assumptions about the factors that market participants would use in valuing the asset or liability. There are three levels of inputs
that may be used to measure fair value:

. Level 1: Unadjusted quoted prices in active markets that are accessible at the measurement date for identical, unrestricted assets or
liabilities
. Level 2: Significant other observable inputs other than Level 1 prices such as quoted prices in markets that are not active, or inputs that are

observable, either directly or indirectly, for substantially the full term of the asset or liability

. Level 3: Prices or valuation techniques that require inputs that are both significant to the fair value measurement and unobservable (i.e.,
supported by little or no market activity)
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The Company has classified assets and liabilities measured at fair value on a recurring basis as follows (in thousands):

Level 1 Level 2 Level 3
At June 30, 2020:
Assets
Cash equivalents $ 125,856 $ — $ —
Short-term investments 19,998 — —
Total assets $ 145,854 $ — % —
Liabilities
Warrant liability $ — % — 3 1,470
Total liabilities $ — 3 — 3 1,470
At December 31, 2019:
Assets
Cash equivalents $ 68,732 $ — 3 —
Short-term investments 37,534 $ — —
Total assets $ 106,266 $ — $ —
Liabilities
Warrant liability $ — 5 — 3 1,271
Total liabilities $ — % — 3 1,271

The preferred stock warrant liability in the table above consisted of the fair value of warrants to purchase Series A-1 convertible preferred stock
(“Series A-1 Preferred Stock”) and Series B convertible preferred stock (“Series B Preferred Stock”) and was based on significant inputs not observable in
the market, which represent a Level 3 measurement within the fair value hierarchy. The Company’s valuation of the preferred stock warrants utilized the
Black-Scholes option-pricing model, which incorporates assumptions and estimates to value the preferred stock warrants.

The quantitative elements associated with the Company’s Level 3 inputs impacting the fair value measurement of the preferred stock warrant
liability include the fair value per share of the underlying Series A-1 Preferred Stock and Series B Preferred Stock, the remaining contractual term of the
warrants, risk-free interest rate, expected dividend yield and expected volatility of the price of the underlying preferred stock. The most significant
assumption in the Black-Scholes option-pricing model impacting the fair value of the preferred stock warrants is the fair value of the Company’s
convertible preferred stock as of each remeasurement date. The Company determines the fair value per share of the underlying preferred stock by taking
into consideration its most recent sales of its convertible preferred stock as well as additional factors that the Company deems relevant. As of June 30,
2020, and December 31, 2019, the fair value per share of the Series A-1 Preferred Stock was $11.72 and $10.36, respectively. As of June 30, 2020, and
December 31, 2019, the fair value per share of the Series B Preferred Stock was $11.87 and $10.57, respectively. Prior to completing the IPO, the Company
was a private company and lacked company-specific historical and implied volatility information of its stock. Therefore, it estimated its expected stock
volatility based on the historical volatility of publicly traded peer companies for a term equal to the remaining contractual term of the warrants. The risk-
free interest rate was determined by reference to the U.S. Treasury yield curve for time periods approximately equal to the remaining contractual term of
the warrants. The Company estimated a 0% dividend yield based on the expected dividend yield and the fact that the Company never paid or declared
dividends. The change in fair value of warrant liability was a loss of $0.2 million and a gain of $0.5 million, for the six months ended June 30, 2020 and
2019, respectively, included with other income (expense) within the consolidated condensed statement of operations and comprehensive loss.
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A reconciliation of the level 3 liabilities is as follows (in thousands):

Fair value of Level 3 liabilities as of December 31, 2019 $ 1,271
Change in fair value of warrant liability 199
Fair value of Level 3 liabilities as of June 30, 2020 $ 1,470

NOTE 6—CALIFORNIA INSTITUTE OF REGENERATIVE MEDICINE AWARDS

The Company has been awarded funding from California Institute of Regenerative Medicine (“CIRM”) to develop internal programs. Under the
terms of the funding both CIRM and the Company will co-fund a specified program, under which funding is paid in developmental milestones determined
as a part of the award. The Company is obligated to share future revenue for the related program with CIRM. The percentage of revenue is dependent on
the amount of the award received and whether revenue is from product sales or license fees. The maximum revenue sharing amount the Company may be
required to pay to CIRM is equal to nine times the total amount awarded and paid to the Company. The Company has the option to decline any and all
amounts awarded by CIRM. As an alternative to revenue sharing, the Company has the option to convert the award to a loan, which such option the
Company must exercise on or before ten (10) business days after the FDA notifies the Company that it has accepted the Company’s application for
marketing authorization. In the event the Company exercises its right to convert the award to a loan, it would be obligated to repay the loan within ten
(10) business days of making such election. Repayment amounts vary dependent on when the award is converted to a loan, ranging from 60% of the award
granted to amounts received plus interest at the rate of the three-month LIBOR rate plus 10% per annum. Since the Company may be required to repay
some or all of the amounts awarded by CIRM, the Company accounted for this award as a liability rather than revenue as the Company’s current intent is to
convert the award into a loan. Given the uncertainty in amounts due upon repayment, the Company has recorded amounts received without any discount or
interest recorded, upon determination of amounts that would become due, the Company will adjust accordingly.

In December 2017, the Company was granted an award in the amount of $19.8 million from CIRM to support the Company’s P-BCMA-101 Phase
1 clinical trial. The award is paid based on developmental milestones, of which $19.7 million has been received as of June 30, 2020 with up to an aggregate
of $0.1 million in future milestone payments.

In September 2018, the Company was granted an award in the amount of $4.0 million from CIRM to support the Company’s preclinical studies for
P-PSMA-101 program. The award is paid based on developmental milestones, of which the full $4.0 million has been received as of June 30, 2020.

NOTE 7—TERM DEBT

On July 25, 2017, the Company entered into a loan and security agreement (the “Original Loan Agreement”) with Oxford Finance LLC
(“Oxford”), whereby it borrowed $10.0 million (the “Original Term A Loan”). Balances under the Original Loan were due in monthly principal and interest
payments, with a final maturity date of August 2021. The Initial Loan included a final payment fee of 8.50% of the original principal amount due upon
maturity.

In August 2018, the Company entered into an Amended and Restated Loan and Security Agreement (“Amended Loan Agreement”) with Oxford,
pursuant to which Oxford agreed to lend the Company up to $30.0 million, issuable in three separate term loans of the Original Term A Loan, $10.0 million
(“New A Term Loan”), and $10.0 million (“Term B Loan”), collectively referred to as the “Term Loans”). The Company received $10.0 million in
proceeds from the New Term A Loan, net of debt issuance costs and accrued interest of $0.9 million. Under the terms of the Amended Loan Agreement the
Company was permitted, at its sole discretion, to borrow $10.0 million under the Term B Loan following the achievement of a defined milestone event
until the earlier of 60 days thereafter or December 20, 2018. In January 2019, the Company entered into an amendment with Oxford to extend the draw
period of the Term B Loan through February 15, 2019. The Company drew the remaining $10.0 million in February 2019. In June 2020, the Company
entered into an Amended and Restated Loan and Security Agreement (“2020 Amended Loan Agreement”) with Oxford. Under the terms of the 2020
Amended Loan
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Agreement, the interest only period on both the Term A Loan and Term B Loan was extended by 15 months, originally through September 2020 and
extended through December 2021, and the final maturity date was extended by 15 months from March 1, 2023 to June 1, 2024. The 2020 Amended Loan
Agreement also included a facility fee of $0.3 million due on the amendment effective date, June 24, 2020. All other terms under the agreement remained
unchanged.

The Company evaluated the amendments in accordance with ASC Topic 470 Debt, which requires the assessment of whether the modification was
considered a substantial modification, in which case the modification would be accounted for as a debt extinguishment. Based on the Company’s
evaluation, the modifications were not considered substantial and as such treated as a debt modification.

All outstanding Term Loans will mature on June 1, 2024 (the “Maturity Date”) and will have interest-only payments through December 31, 2021,
followed by 30 equal monthly payments of principal and unpaid accrued interest. The Original Term A Loan and New Term A Loan (collectively “Term A
Loan”) will bear interest at a floating per annum rate equal to (i) 6.96% plus (ii) the greater of (a) the 30-day U.S. Dollar LIBOR rate reported in The Wall
Street Journal on the last business day of the month that immediately precedes the month in which the interest will accrue and (b) 0.99%. The interest rate
for Term A as of June 30, 2020 was 8.5%. The Term B Loan will bear interest at a floating per annum rate equal to (i) 6.94% for Term B plus (ii) the
greater of (a) the 30-day U.S. Dollar LIBOR rate reported in The Wall Street Journal on the last business day of the month that immediately precedes the
month in which the interest will accrue and (b) 2.0%. The interest rate for Term B as of June 30, 2020 was 8.94%. The Company will be required to make a
final payment of 7.5% of the principal balance outstanding, payable on the earlier of (i) the Maturity Date, (ii) acceleration of any Term Loan, or (iii) the
prepayment of the Term Loans.

There is an option to prepay all, but not less than all, of the borrowed amounts, provided that the Company will be obligated to pay a prepayment
fee equal to (i) 3.0% of the outstanding principal balance of the applicable Term Loan if prepayment is made after the funding date through and including
the first anniversary of the funding date, (ii) 2.0% of the outstanding balance after the first anniversary through and including the second anniversary of the
funding date of the Term Loan or (iii) 1.0% of the applicable Term Loan prepaid after the second anniversary of the funding date and prior to the Maturity
Date.

The Company may use the proceeds from the Term Loans solely for working capital and to fund its general business requirements. The Company’s
obligations under the Loan Agreement are secured by a first priority security interest in substantially all of its current and future assets, other than our
intellectual property. In addition, the Company has also agreed not to encumber its intellectual property assets, except as permitted by the Loan Agreement.
While any amounts are outstanding under the Loan Agreement, the Company is subject to a number of affirmative and restrictive covenants, including
covenants regarding dispositions of property, business combinations or acquisitions, among other customary covenants. The Company is also restricted
from paying dividends or making other distributions or payments on its capital stock in excess of $0.3 million, on an annual basis, subject to limited
exceptions. As of June 30, 2020, the Company was in compliance with all covenants under the Loan Agreement.

Pursuant to the Original Loan Agreement, on July 25, 2017, the Company issued to Oxford warrants to purchase an aggregate of up to 116,618
shares of the Company’s Series A-1 Preferred Stock (“Series A-1 Warrants™) at an exercise price of $3.43 per share. The warrants were immediately
exercisable and will expire ten years from the date of the grant. The Company determined the fair value of the Series A-1 Warrants on the date of issuance
was $0.3 million using the Black-Scholes pricing model utilizing the following inputs: risk-free interest rate—2.3%, volatility—77.8%, dividend yield—
0% and expected life in years—10.
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Pursuant to the Amended Loan Agreement, on August 13, 2018, the Company issued to Oxford warrants to purchase an aggregate of up to 17,212
shares of the Company’s Series B Preferred Stock with an exercise price of $5.81 per share (“August 2018 Series B Warrants”). On February 19, 2019, in
conjunction with drawing the remaining $10.0 million in principal, the Company issued to Oxford warrants to purchase an aggregate of up to an additional
17,212 shares of the Company’s Series B Preferred Stock, with an exercise price of $5.81 per share (“February 2019 Series B Warrants”). The August 2018
Series B Warrants and February 2019 Series B Warrants (collectively “Series B Warrants”) were immediately exercisable upon issuance and will expire ten
years from the date of the grant. The Company determined the fair value of the August 2018 Series B Warrants on the date of issuance was $0.1 million
using the Black-Scholes pricing model utilizing the following inputs: risk-free interest rate—2.9%, volatility—75%, dividend yield—0% and expected life
in years—10. The Company determined the fair value of the February 2019 Series B Warrants on the date of issuance was $0.2 million using the Black-
Scholes pricing model utilizing the following inputs: risk-free interest rate—2.7%, volatility—77%, dividend yield—0% and expected life in years—10.

The fair value of the warrants was treated as a debt discount and as a preferred stock warrant liability. The debt discount is amortized over the term
of the loan to interest expense.

As of June 30, 2020, there was $20.0 million outstanding under the Term A Loan. The Term A Loan was recorded at its initial carrying value of
$20.0 million. In connection with the Term A Loan, the debt issuance costs of $1.0 million have been recorded as a debt discount, including the remaining
unrecognized discount from the Original Term A Loan, on the Company’s consolidated balance sheets, which are being accreted to interest expense over
the life of the Term A Loan. Interest on the term loan, consisting of the stated interest rate, final payment fee and amortization of the discount, is being
recognized under the effective interest method using a rate of 11.27%.

As of June 30, 2020, there was $10.0 million outstanding under the Term B Loan. The Term B Loan was recorded at its initial carrying value of
$10.0 million. In connection with the Term B Loan, the debt issuance costs of $0.3 million have been recorded as a debt discount, on the Company’s
consolidated balance sheets, which are being accreted to interest expense over the life of the Term B Loan. Interest on the term loan, consisting of the stated
interest rate, final payment fee and amortization of the discount, is being recognized under the effective interest method using a rate of 11.02%.

NOTE 8—CONVERTIBLE PREFERRED STOCK

As of each balance sheet date, the Preferred Stock consisted of the following (in thousands, except share amounts):

June 30, 2020

Common
Preferred Stock
Preferred Stock Issuable
Stock Issued and Carrying Liquidation Upon
Authorized Outstanding Value Preference Conversion
Series A Preferred Stock 9,696,798 9,696,798 $ 31,063 $ 31,063 7,776,095
Series A-1 Preferred Stock 3,370,263 3,253,645 11,083 11,083 2,609,176
Series B Preferred Stock 5,283,992 5,249,568 30,314 30,314 4,209,754
Series C Preferred Stock 14,734,774 14,734,774 149,713 149,713 11,816,169
Series D Preferred Stock 13,723,696 10,018,300 104,140 104,140 8,033,914
Total 46,809,523 42,953,085 $ 326,313 $ 326,313 34,445,108
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December 31, 2019
Common
Preferred Stock
Preferred Stock Issuable
Stock Issued and Carrying Liquidation Upon
Authorized Outstanding Value Preference Conversion
Series A Preferred Stock 9,696,798 9,696,798 $ 31,063 $ 31,063 7,776,095
Series A-1 Preferred Stock 3,370,263 3,253,645 11,083 11,083 2,609,176
Series B Preferred Stock 5,283,992 5,249,568 30,314 30,314 4,209,754
Series C Preferred Stock 14,734,774 14,734,774 149,713 149,713 11,816,169
Total 33,085,827 32,934,785 $ 222,173  $ 222,173 26,411,194

In June 2020, the Company issued and sold 10,018,300 shares of a newly authorized series of preferred stock, Series D Preferred Stock, at a price
of $10.93 per share, for aggregate gross proceeds of $109.5 million. The rights, preferences and privileges of the Series D Preferred Stock are substantially
the same as the Series A, Series B and Series C Preferred Stock except for the liquidation preference per share, which is equal to the per share price paid.

The Series A Preferred Stock, Series A-1 Preferred Stock, Series B Preferred Stock, Series C Preferred Stock and Series D Preferred Stock are
collectively referred to as the “Preferred Stock.”

The rights, preferences and privileges of the Preferred Stock are as follows:

Dividends

The holders of the outstanding shares of Preferred Stock are entitled to receive dividends, when and if declared by the Board of Directors. Such
dividends are payable in preference to any dividends for common stock declared by the Board of Directors. As of June 30, 2020, no dividends had been
declared.

Conversion

Each share of Preferred Stock is convertible at any time, at the option of the holder, into an equal number of fully paid shares of common stock.
The conversion price is subject to adjustment for recapitalization (i.e. stock dividend, stock split, combination of shares, reorganization, recapitalization,
reclassification or other similar event).

Each share of convertible Preferred Stock automatically converts into common stock at the effective conversion rate upon the closing of a Qualified
IPO, or upon the affirmative vote by holders of at least (i) a majority of the then-outstanding Preferred Stock and (ii) a majority of the outstanding shares of
Series D Preferred Stock.

Liquidation

In the event of any voluntary or involuntary liquidation, dissolution or winding-up of the Company or Deemed Liquidation Event (as described
below), the holders of the Preferred Stock shall be entitled to receive, prior and in preference to any distribution of any of the assets of the Company to the
holders of the common stock an amount equal to the greater of (i) the applicable Preferred Stock original issue price, plus any dividend declared but
unpaid, or (ii) the amount per share that would have been payable had all shares of Preferred Stock been converted into common stock immediately prior to
such Deemed Liquidation Event.

Unless the holders of the majority of the then-outstanding shares of Preferred Stock, voting together as a single class on an as-converted basis, elect
otherwise, a Deemed Liquidation Event shall include a merger or consolidation (other than one in which stockholders of the Company own a majority by
voting power of the outstanding shares of the surviving or acquiring corporation) or a sale, lease, transfer, exclusive license or other disposition of all or
substantially all of the assets of the Company.
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If upon the liquidation, dissolution or winding up of the Company, the assets of the Company legally available for distribution to the holders of the
Preferred Stock are insufficient to permit the payment to such holders of the full amounts, then the entire assets of the corporation legally available for
distribution shall be distributed with equal priority and pro rata among the holders of the Preferred Stock in proportion to the full amounts they would
otherwise be entitled to receive.

After the payment or setting aside for payment to the holders of Preferred Stock of the full amounts specified above, the entire remaining assets of
the Company legally available for distribution shall be distributed with equal priority and pro rata among the holders of the Preferred Stock and common
stock.

As the Company’s amended and restated certificate of incorporation contains a provision that upon a change of control of the Company the
Preferred Stock is redeemable at the holder’s option, the Preferred Stock have been classified outside of stockholders’ deficit in the Company’s
consolidated balance sheets.

Voting

The holder of each share of Preferred Stock is entitled to the number of votes equal to the number of shares of common stock into which such
holder’s shares of Preferred Stock can be converted.

NOTE 9—COMMON STOCK

The Company’s amended and restated certificate of incorporation authorizes the Company to issue 73,000,000 shares of $0.0001 par value
common stock. Each share of common stock is entitled to one vote. The holders of common stock are also entitled to receive dividends whenever funds are
legally available and when declared by the Board of Directors, subject to the prior rights of holders of all classes of Preferred Stock outstanding. Since the
Company’s inception, there have been no dividends declared.

NOTE 10—STOCK OPTION PLAN

Following is a summary of the Company’s stock option plan activity and related information for the three months ended June 30, 2020:

Weighted

Weighted Average

Average Remaining Intrinsic

Exercise Contractual Value

Shares Price Term (Years) (th ds)

Balance at January 1, 2020 3,611,030 $ 8.58 8.65
Options Granted 447,071 12.25
Exercised (174,359) 1.05
Cancelled (75,710) 9.02
Balance at June 30, 2020 3,808,032 $ 9.35 845 §$ 18,349
Options Vested & Expected to Vest as of June 30, 2020 3,808,032 $ 9.35 845 §$ 18,349
Options Exercisable as of June 30, 2020 1,450,480 $ 6.10 690 $ 11,575

The aggregate intrinsic value of options exercised during the six months ended June 30, 2020 and 2019 was $2.0 million and $0.6 million,
respectively, determined as of the date of exercise. The Company received $0.2 million and $0.1 million in cash from options exercised during the six
months ended June 30, 2020 and 2019, respectively.
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The Company recorded stock-based compensation expense in the following expense categories of its consolidated statements of operations (in
thousands):

Three Months Ended June 30, Six Months Ended June 30,
2020 2019 2020 2019
Research and development $ 945 $ 293 % 1,768 $ 555
General and administrative 671 314 1,357 506
Total stock-based compensation $ 1,616 $ 607 $ 3,125 $ 1,061

As of June 30, 2020, total unrecognized compensation cost related to stock options was $17.9 million, and the weighted-average period over which
this cost is expected to be recognized is approximately 3.2 years.

The assumptions that the Company used to determine the fair value of options granted to employees, non-employees and directors were as follows:

Six Months Ended June 30,
2020 2019
Risk-free interest rate 0.7%-1.4% 1.9%-2.6%
Expected volatility 79.00% 80-87%
Expected term (years) 6 5.5-6

Dividend Yield — —

NOTE 11—COMMITMENTS AND CONTINGENCIES
Operating Leases

As of June 30, 2020, the Company had operating leases for manufacturing, laboratory and office space in San Diego, California consisting of
approximately 68,000 square feet with remaining lease terms of 114 months. Additionally, the Company had operating leases for dedicated manufacturing
suites at its contract manufacturers with remaining lease terms of up to 9 months.

Laboratory and Office Space Leases

On January 1, 2020, on the adoption of ASC 842, the Company recognized initial lease receivables of $2.7 million, ROU lease assets of
$22.3 million, which was adjusted for the deferred rent balance of $2.3 million and an initial lease liability of $27.3 million, with respect to the existing
leases. The option to extend its leases in San Diego was not recognized as part of the lease liability and ROU lease assets. Under ASC 840, the Company
had been the deemed owner under construction of the manufacturing facility. Upon the adoption of ASC 842 the Company derecognized the amounts
previously presented on its balance sheet related to its manufacturing facility including construction in progress of $2.1 million within property and
equipment, and the construction financing obligation of $2.5 million recorded within other long-term liabilities and $0.3 million of other receivables within
prepaid and other current assets as of December 31, 2019. The Company also recorded a cumulative adjustment to the opening balance of accumulated
deficit of $0.1 million. See below for additional details for the manufacturing facility.

During the six months ended June 30, 2020 and 2019, the Company recognized $2.8 million and $1.0 million, respectively of operating lease
expense. During the six months ended June 30, 2020, the Company paid $2.4 million for its operating leases. As of June 30, 2020, the weighted average

remaining lease term and weighted-average discount rate for operating leases were 8.9 years and 8.9%, respectively.
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Manufacturing Facility

In July 2019, the Company entered into a lease agreement for a facility in San Diego, California to be retrofitted to Good Manufacturing Practice
standards and plans to use the facility for manufacturing in its early stage clinical trials. Prior to the adoption of ASC 842 the Company was deemed for
accounting purposes to be the owner of the building during the construction period. As a result, at December 31, 2019, the Company maintained on its
balance sheet, construction in progress of $2.1 million within property and equipment, net, as it relates to the fair value of the building, with the respective
construction financing obligation recorded within other long-term liabilities.

Upon adoption of ASC 842, the Company determined the lease would be accounted for as an operating lease. Further, upon adoption of ASC 842,
the Company determined it was the owner of the tenant improvements but did not control the construction project and therefore the fair value of the
building was derecognized and costs incurred by the Company related to the tenant improvements of $13.0 million were recorded as leasehold
improvements in property and equipment, net on the consolidated balance sheet as of June 30, 2020 and will be depreciated over the remaining lease term
once the improvements are finalized.

As of June 30, 2020, maturities of lease liabilities were as follows (in thousands):

Year ending December 31,

2020 (remaining 6 months) $ 2,437
2021 3,786
2022 3,502
2023 3,607
2024 3,715
Thereafter 20,314
Total lease payments 37,361
Imputed interest (11,995)
Total lease liability balance $ 25,366

Lease Agreement not Commenced as of June 30, 2020

In October 2019, the Company entered into an amended lease agreement for additional space in its current location in San Diego, California to be
used for research and development and administrative activities. The amendment was evaluated and determined to be treated as a standalone lease. The
lease term commenced in July 2020 and will expire on December 31, 2029. Future payments under the lease agreement are approximately $7.9 million.

Prior to adoption of ASC 842, future minimum lease payments under non-cancelable operating lease agreements as of December 31, 2019, which
were undiscounted and excluded non-lease components, were as follows (in thousands):

Year ending December 31,

2020 $ 2,662
2021 3,954
2022 4,259
2023 4,377
2024 4,505

Thereafter 24,638
Total future minimum lease payments $ 44,395
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Indemnification Agreements

In the ordinary course of business, the Company may provide indemnification of varying scope and terms to vendors, lessors, contract research
organizations, business partners and other parties with respect to certain matters including, but not limited to, losses arising out of breach of such
agreements or from intellectual property infringement claims made by third parties. In addition, the Company has entered into indemnification agreements
with members of its board of directors and certain of its executive officers that will require the Company, among other things, to indemnify them against
certain liabilities that may arise by reason of their status or service as directors or officers. The maximum potential amount of future payments the
Company could be required to make under these indemnification agreements is, in many cases, unlimited. The Company has not incurred any material
costs as a result of such indemnifications and is not currently aware of any indemnification claims.

Legal Contingencies

In the ordinary course of business, the Company may face claims brought by third parties against the Company. The Company does not believe that
there is any litigation, asserted or unasserted claim pending that could, individually or in the aggregate, have a material adverse effect on the Company’s
results of operations or financial condition.

NOTE 12—NET LOSS PER SHARE
Net Loss Per Share

Basic and diluted net loss per share attributable to common stockholders was calculated as follows (in thousands, except share and per share
amounts):

Three Months Ended June 30, Six Months Ended June 30,
2020 2019 2020 2019
Numerator:
Net loss $ (30,428) $ (28,627) $ (59,212) $ (41,961)
Net loss attributable to common stockholders $ (30,428) $ (28,627) $ (59,212) $ (41,961)
Denominator:
Weighted-average common stock outstanding,
basic and diluted 13,370,763 12,320,960 13,346,672 12,305,874
Net loss per share attributable to common stockholders,
basic and diluted $ (2.28) $ 232) $ (444) $ (3.41)

The Company’s potentially dilutive securities, which include Preferred Stock, warrants to purchase Preferred Stock and common stock options,
have been excluded from the computation of diluted net loss per share as the effect would be to reduce the net loss per share. Therefore, the weighted-
average number of shares of common stock outstanding used to calculate both basic and diluted net loss per share attributable to common stockholders is
the same. The Company excluded the following potential common shares, presented based on amounts outstanding at each period end, from the
computation of diluted net loss per share attributable to common stockholders for the periods indicated because including them would have had an anti-
dilutive effect:

Six Months Ended June 30,

2020 2019
Convertible preferred stock (as converted to common stock) 34,455,108 25,790,441
Warrants to purchase convertible preferred stock
(as converted to common stock) 121,122 121,122
Stock options to purchase common stock 3,808,132 2,227,105
38,384,362 28,138,668

NOTE 13—SUBSEQUENT EVENTS

In July 2020, the Company effected a 1-for-1.247 reverse stock split of its common stock. The par value and the authorized number of shares of the
common stock were not adjusted as a result of the reverse stock split. The
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reverse stock split resulted in an adjustment to the conversion price of each series of the Preferred Stock to reflect a proportional decrease in the number of
shares of common stock to be issued upon conversion. The accompanying condensed consolidated financial statements and notes to the condensed
consolidated financial statements give retroactive effect to the reverse stock split for all periods presented.

In July 2020, the holders of Preferred Stock elected to automatically convert all outstanding shares of Preferred Stock into the Company’s common
stock contingent and effective upon the closing of the IPO. At the closing of the IPO, 34,445,108 shares of outstanding Convertible Preferred Stock were
automatically converted into 34,445,108 shares of common stock, and outstanding warrants to purchase an aggregate of 121,122 shares of Convertible
Preferred Stock became exercisable for an equal number of shares of common stock and were reclassified into permanent equity

In July 2020, the Company’s board of directors and stockholders approved and adopted the 2020 Equity Incentive Plan (the “2020 Plan”). The
2020 Plan became effective as of the date of the IPO. Under the 2020 Plan, the Company may grant stock options, stock appreciation rights, restricted
stock, restricted stock units and other stock or cash-based awards to individuals who are then employees, officers, directors or consultants of the Company.
A total of 11,183,476 shares of common stock were approved to be initially reserved for issuance under the 2020 Plan. The number of shares that remain
available for issuance under the 2015 Plan as of the effective date of the 2020 Plan and shares subject to outstanding awards under the 2015 Plan as of the
effective date of the 2020 Plan that are subsequently canceled, forfeited or repurchased by the Company will be added to the shares reserved under the 2020
Plan. In addition, the number of shares of common stock available for issuance under the 2020 Plan will be automatically increased on the first day of each
calendar year during the ten-year term of the 2020 Plan, beginning with January 1, 2021 and ending with January 1, 2030, by an amount equal to 5% of the
outstanding number of shares of the Company’s common stock on December 31st of the preceding calendar year or such lesser amount as determined by
the Company’s board of directors.

In July 2020, the Company’s board of directors and stockholders approved and adopted the 2020 Employee Stock Purchase Plan (the “ESPP”). The
ESPP became effective as of the date of the IPO. A total of 615,000 shares of common stock were approved to be initially reserved for issuance under the
ESPP. In addition, the number of shares of common stock available for issuance under the ESPP will be automatically increased on the first day of each
calendar year during the first ten-years of the term of the ESPP, beginning with January 1, 2021 and ending with January 1, 2030, by an amount equal to the
lessor of (i) 1% of the outstanding number of shares of the Company’s common stock on December 31st of the preceding calendar year, (ii) 1,230,000
shares of common stock or (iii) such lesser amount as determined by the Company’s board of directors.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The following discussion and analysis of our financial condition and results of operations should be read in conjunction with our unaudited
condensed consolidated financial statements and related notes appearing elsewhere in this Quarterly Report on Form 10-Q and our audited consolidated
financial statements and the related notes and the discussion under the heading “Management’s Discussion and Analysis of Financial Condition and
Results of Operations” for the fiscal year ended December 31, 2019 included in the final prospectus for our initial public offering, or our IPO, filed with
the SEC on July 10, 2020, or the Prospectus. This discussion, particularly information with respect to our future results of operations or financial
condition, business strategy and plans and objectives of management for future operations, includes forward-looking statements that involve risks and
uncertainties as described under the heading “Special Note Regarding Forward-Looking Statements” in this Quarterly Report on Form 10-Q. You should
review the disclosure under the heading “Risk Factors” in this Quarterly Report on Form 10-Q for a discussion of important factors that could cause our
actual results to differ materially from those anticipated in these forward-looking statements.

Overview

We are a clinical-stage biopharmaceutical company dedicated to utilizing our proprietary gene engineering platform technologies to create next
generation cell and gene therapeutics with the capacity to cure. We have discovered and are developing a broad portfolio of product candidates in a variety
of indications based on our core proprietary platform, including our non-viral piggyBac DNA Modification System, Cas-CLOVER Site-Specific Gene
Editing System and nanoparticle- and AAV-based gene delivery technologies. Our core platform technologies have utility, either alone or in combination,
across many cell and gene therapeutic modalities and enable us to engineer our wholly-owned portfolio of product candidates that are designed to
overcome the primary limitations of current generation cell and gene therapeutics.

Within cell therapy, we believe our technologies allow us to create product candidates with engineered cells that engraft in the patient’s body and
drive lasting durable responses that may have the capacity to result in single treatment cures. Our CAR-T therapy portfolio consists of both autologous and
allogeneic, or off-the-shelf, product candidates. We are advancing a broad pipeline with a plan to have multiple CAR-T product candidates in the clinic in
2021 in both hematological and solid tumor oncology indications. Within gene therapy, we believe our technologies have the potential to create next
generation therapies that can deliver long-term, stable gene expression that does not diminish over time and that may have the capacity to result in single
treatment cures. The following table summarizes our current product candidate portfolio:
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We were incorporated in December 2014 and subsequently spun out from Transposagen, a company that has been developing gene engineering
technologies since 2003. Since our inception, our operations have focused on organizing and staffing our company, business planning, raising capital, in-
licensing and acquiring intellectual property rights and establishing and protecting our intellectual property portfolio, developing our gene engineering
technologies, identifying potential product candidates and undertaking research and development and manufacturing activities, including preclinical studies
and clinical trials of our product candidates, and engaging in strategic transactions. We do not have any product candidates approved for sale and have not
generated any revenue from product sales. We have funded our operations primarily through the sale of equity. Since our inception, we have raised an
aggregate of $334.3 million of gross proceeds from the sale of shares of our redeemable convertible preferred stock, received $30.0 million of gross
proceeds from borrowings under our loan agreement and received an aggregate of $23.8 million in grant funding from the California Institute of
Regenerative Medicine, or CIRM. On July 14, 2020, we completed our initial public offering, or IPO, pursuant to which we issued and sold 14,000,000
shares of common stock. We received net proceeds of $204.8 million after deducting underwriting discounts and estimated offering expenses payable by
us. As of June 30, 2020, we had cash, cash equivalents and short-term investments of $167.1 million. Since our inception, we have incurred significant
operating losses and expect to continue to incur significant operating losses for the foreseeable future. Our net losses were $30.4 million and $59.2 million
for the three and six months ended June 30, 2020, respectively, and $28.6 million and $42.0 million for the three and six months ended June 30, 2019. As
of June 30, 2020, we had an accumulated deficit of $211.3 million.

We expect our expenses and losses to increase substantially for the foreseeable future as we continue our development of, and seek regulatory
approvals for, our product candidates, including P-BCMA-101, and begin to commercialize any approved products, as well as hire additional personnel,
pay for accounting, audit, legal, regulatory and consulting services, and pay costs associated with maintaining compliance with Nasdaq listing rules and
SEC requirements, director and officer insurance, investor and public relations activities and other expenses associated with operating as a public company.
Our net losses may fluctuate significantly from quarter-to-quarter and year-to-year, depending on the timing of our clinical trials and our expenditures on
other research and development activities.

We do not expect to generate any revenues from product sales unless and until we successfully complete development and obtain regulatory
approval for P-BCMA-101 or any other product candidates, which will not be for at least the next several years, if ever. If we obtain regulatory approval for
any of our product candidates, we expect to incur significant commercialization expenses related to product sales, marketing, manufacturing and
distribution. Accordingly, until such time, if ever, as we can generate substantial product revenue, we expect to finance our operations through equity
offerings, debt financings or other capital sources, including potentially grants, collaborations, licenses or other similar arrangements. However, we may
not be able to secure additional financing or enter into such other arrangements in a timely manner or on favorable terms, if at all. Especially in light of the
COVID-19 pandemic, we can give no assurances that we will be able to secure such additional sources of funds to support our operations, or, if such funds
are available to us, that such additional financing will be sufficient to meet our needs. Our failure to raise capital or enter into such other arrangements
when needed would have a negative impact on our financial condition and could force us to delay, reduce or terminate our research and development
programs or other operations, or grant rights to develop and market product candidates that we would otherwise prefer to develop and market ourselves.

The manufacturing process for our allogeneic product candidates is nearly identical to the process for our autologous product candidates, except for
the gene editing and related steps. We work with a number of third-party contract manufacturers for production of our product candidates. We also work
with a variety of suppliers to provide our manufacturing raw materials including media, DNA and RNA components. We have completed construction of
an internal pilot GMP manufacturing facility in San Diego adjacent to our headquarters to develop and manufacture preclinical materials and clinical
supplies of our product candidates for Phase 1 and Phase 2 clinical trials in the future. We expect to commence operations in this facility in the second half
of 2020. We expect that we will continue to rely on third parties for various manufacturing needs even after this facility is operational. In the future, we
may also build one or more commercial manufacturing facilities for any approved product candidates.
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License Agreements

Below is a summary of the key terms for certain of our license agreements. For a more detailed description of these and our other license
agreements, see the section titled “Business—License Agreements” and Note 12 to our annual consolidated financial statements filed in our Prospectus.

License Agreement with Janssen Biotech Inc.

On August 3, 2015, we entered into a license agreement with Janssen, or the Janssen Agreement, pursuant to which we obtained exclusive
worldwide rights to research, develop, manufacture and commercialize pharmaceutical products comprising autologous CAR-modified T-cells or any
CAR-modified natural killer or CAR-modified natural-killer-like cells expressing certain Centyrin molecules CAR-modified for the treatment or prevention
of any disease in humans. This is the binding technology we use in our P-BCMA-101 and P-PSMA-101 product candidates. Under the Janssen Agreement,
we also have the right to screen Janssen’s Centyrin library for agents that bind or modify targets of interest for our internal research and development
purposes for potential use in a licensed product.

Pursuant to the Janssen Agreement, we paid Janssen an upfront fee of $0.2 million. As of June 30, 2020, we have paid approximately $3.3 million
in milestone development fees relating to P-BCMA-101 and approximately $0.7 million in milestone development fees relating to P-PSMA-101. We are
required to pay Janssen up to an aggregate of $75.8 million upon the achievement of certain clinical, regulatory and sales milestones for the first licensed
product and up to an aggregate of $46.8 million upon the achievement of certain clinical, regulatory and sales milestones for each licensed product
thereafter. We are also obligated to pay, on a product-by-product and country-by-country basis, royalties in the low single-digit percentage range on annual
net sales, with the royalty rates varying depending on if there is a valid claim present within the licensed patent rights covering the licensed product in the
applicable country in which the net sales occur. The royalty rates are subject to reduction upon certain events.

April 2017 Commercial License Agreement with TeneoBio, Inc.

On April 27, 2017, we entered into a commercial license agreement with TeneoBio, or the 2017 TeneoBio Agreement, pursuant to which we
obtained exclusive worldwide rights to use and develop pharmaceutical products comprising allogeneic T-cells expressing a CAR molecule containing
certain heavy chain sequences provided by TeneoBio for the treatment of human disease. We use this heavy-chain-only binder in our P-BCMA-ALLO1
product candidate.

Pursuant to the 2017 TeneoBio Agreement, we have paid TeneoBio $0.5 million through our selection of the antibodies licensed under the 2017
TeneoBio Agreement. We are required to pay TeneoBio up to an aggregate of $20.5 million upon the first achievement of certain clinical and regulatory
milestones for any allogeneic product and up to an aggregate of $20.5 million upon the first achievement of certain clinical and regulatory milestones for
any autologous product. We are also obligated to pay, on a product-by-product and country-by-country basis, a royalty in the low single-digit percentage on
net sales of any licensed products.

August 2018 Commercial License Agreement with TeneoBio, Inc.

On August 3, 2018, we entered into a commercial license agreement, or the 2018 TeneoBio Agreement, with TeneoBio for the development and
use of TeneoBio’s human heavy-chain-only antibodies in CAR-T cell therapies. Under the terms of the 2018 TeneoBio Agreement, we have the option to
obtain exclusive rights to research, develop and commercialize up to a certain number of targets from TeneoBio.

Pursuant to the 2018 TeneoBio Agreement, we paid TeneoBio an upfront fee of $4.0 million. We are required to pay additional fees in the low- to
mid-six figure dollar range upon (1) selecting exclusivity for a particular target, which restricts TeneoBio from licensing that particular target to a third
party for a period of time, (2) continuing exclusivity for any selected target on each anniversary thereafter and (3) exercising our commercial option for
each target. We are required to pay TeneoBio up to an aggregate of $31.0 million upon the first achievement of certain clinical and regulatory milestones
for each licensed product. We are also obligated to pay, on a product-by-product and country-by-country basis, a low single-digit percentage royalty on net
sales of any licensed products. The royalty rate is subject to reduction upon certain events.
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October 2019 License Agreement with Genus Oncology, LLC

On October 24, 2019, we entered into a license agreement with Genus, or the Genus Agreement. Pursuant to the Genus Agreement, we paid Genus
an upfront fee of $1.5 million and Genus granted us the option, which was exercised in April 2020 for an additional $1.5 million fee, to obtain an exclusive
worldwide license under certain patents and a non-exclusive worldwide license under certain know-how controlled by Genus to research, develop and
commercialize pharmaceutical products incorporating CAR cells expressing antibodies and derivatives thereof targeting MUCI, or a Genus licensed
product, and a non-exclusive worldwide license under certain patents and know-how controlled by Genus to research, develop and commercialize
companion diagnostics for the treatment, prevention and palliation of human diseases and conditions. We may use a Genus antibody or derivative thereof
targeting MUCI1 as a binder in our P-MUC1C-ALLO1 product candidate.

Pursuant to the Genus Agreement, we are also required to pay Genus up to an aggregate of $71.0 million upon first achievement of certain clinical,
regulatory and sales milestones for any Genus licensed product and companion diagnostics. We are also obligated to pay, on a product-by-product and
country-by-country basis, tiered royalties in the low to mid-single-digit percentage on net sales of any Genus licensed products and related companion
diagnostics. The royalty rate is subject to reduction upon certain events.

Acquisition of Vindico

On October 10, 2016, we completed the acquisition of all the outstanding ownership interests in Vindico NanoBiotechnology, Inc., or Vindico, a
company with expertise in polymer-based nanoparticle technology for delivery of, for example, gene therapy technologies. We paid $1.1 million in cash
and issued an aggregate of 350,522 shares of common stock to the selling shareholders. The common stock was valued at $0.7 million based on the fair
value of our common stock at October 10, 2016 or $1.88 per share. We paid additional cash consideration of $0.6 million in 2017.

In connection with the Vindico acquisition, we agreed to pay additional purchase consideration, based on the achievement of a certain
developmental milestone using the acquired technology by October 2018, payable in shares of our common stock. In July 2018, we amended the terms of
the Vindico merger agreement, which included an extension of contingency period through July 2019, the calculation to determine the number of shares to
be settled and an option to settle the contingency in cash under certain circumstances. In July 2019, the developmental milestone was met and pursuant to
the terms of the agreement, we subsequently issued 866,125 shares of common stock, valued at $10.6 million to the former Vindico shareholders in August
2019. There is no further consideration due related to the Vindico acquisition.

CIRM Grant Funding

In December 2017, we were granted an award in the amount of $19.8 million from CIRM to support our clinical trial for P-BCMA-101. The terms
of the award include an option to repay the grant or convert it to a royalty obligation upon commercialization of the program. Based upon the terms of the
agreement, we will record proceeds as a liability when received. As of June 30, 2020, proceeds received from the grant totaled $19.7 million. We may
receive up to $0.1 million in future milestone payments.

In September 2018, we were granted an additional award in the amount of $4.0 million from CIRM to support our preclinical studies for P-PSMA-
101. As of June 30, 2020, all $4.0 million had been received and no additional future payments were remaining.

Components of Our Results of Operations
Operating Expenses
Research and Development
Research and development expenses consist primarily of external and internal costs incurred for our research and development activities, including

development of our platform technologies, our drug discovery efforts and the development of our product candidates.
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External costs include:

. expenses incurred in connection with the preclinical and clinical development of our product candidates and research programs, including
under agreements with third parties, such as consultants, contractors and contract research organizations;

. the cost of developing and scaling our manufacturing process and manufacturing drug products for use in our preclinical studies and
clinical trials, including under agreements with third parties, such as consultants, contractors and contract manufacturing organizations, or
CMOs;

. payments made under third-party licensing agreements; and

. laboratory supplies and research materials.

Internal costs include:

. personnel-related expenses, consisting of employee salaries, related benefits and stock-based compensation expense for employees engaged
in research and development functions;

. facilities, depreciation and other expenses, consisting of direct and allocated expenses for rent and maintenance of facilities and insurance;
and

. any impairment of indefinite-lived in process research and development, or IPR&D, related assets.

We expense research and development costs as incurred. External expenses are recognized based on an evaluation of the progress to completion of
specific tasks using information provided to us by our service providers or our estimate of the level of service that has been performed at each reporting
date. Upfront payments and milestone payments made for the licensing of technology are expensed as research and development in the period in which
they are incurred. Advance payments that we make for goods or services to be received in the future for use in research and development activities are
recorded as prepaid expenses or other long-term assets. These amounts are expensed as the related goods are delivered or the services are performed.

At any one time, we are working on multiple research programs. We track external costs by the stage of program, clinical or preclinical. Our
internal resources, employees and infrastructure are not directly tied to any one program and are typically deployed across multiple programs. As such, we
do not track internal costs on a specific program basis.

Product candidates in later stages of clinical development generally have higher development costs than those in earlier stages of clinical
development, primarily due to CRO activity and manufacturing expenses. We expect that our research and development expenses will increase
substantially in connection with our planned preclinical and clinical development activities in the near term and in the future, including in connection with
our ongoing Phase 1 exploratory trial and Phase 2 trial of P-BCMA-101 for the treatment of patients with relapsed/refractory multiple myeloma and Phase
1 trial of P-PSMA-101 for the treatment of patients with mCRPC. At this time, we cannot accurately estimate or know the nature, timing and costs of the
efforts that will be necessary to complete the preclinical and clinical development of any of our product candidates. Our development costs may vary
significantly based on factors such as:

. the number and scope of preclinical and IND-enabling studies;
. per patient trial costs;

. the number of trials required for approval,

. the number of sites included in the trials;

. the countries in which the trials are conducted;

. the length of time required to enroll eligible patients;

. the number of patients that participate in the trials;

. the drop-out or discontinuation rates of patients;
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. potential additional safety monitoring requested by regulatory agencies;

. the duration of patient participation in the trials and follow-up;

. the cost and timing of manufacturing our product candidates;

. the phase of development of our product candidates;

. the efficacy and safety profile of our product candidates;

. the extent to which we establish additional licensing agreements; and

. whether we choose to partner any of our product candidates and the terms of such partnership.

A change in the outcome of any of these variables with respect to the development of any of our product candidates could significantly change the
costs and timing associated with the development of that product candidate. We may never succeed in obtaining regulatory approval for any of our product
candidates. We may obtain unexpected results from our clinical trials and preclinical studies.

General and Administrative

General and administrative expenses consist primarily of salaries and related costs, including stock-based compensation, for personnel in executive,
finance and administrative functions. General and administrative expenses also include direct and allocated facility-related costs as well as professional fees
for legal, patent, consulting, investor and public relations, accounting and audit services. We anticipate that our general and administrative expenses will
increase in the future as we increase our headcount to support our continued research activities and development of our product candidates, including P-
BCMA-101, and begin to commercialize any approved products. We also anticipate that our general and administrative expenses will increase as a result of
payments for accounting, audit, legal, regulatory and consulting services, as well as costs associated with maintaining compliance with Nasdaq listing rules
and SEC requirements, director and officer insurance, investor and public relations activities and other expenses associated with operating as a public
company.

Increase (Decrease) in Contingent Consideration

In connection with our acquisition of Vindico in October 2016, we agreed to pay additional consideration based on the achievement of a certain
developmental milestone using the acquired technology. The additional purchase consideration was payable in shares of our common stock. The number of
shares of common stock issuable and the associated fair value could vary depending on (1) the price paid by investors in a qualified equity financing prior
to the achievement of the milestone and (2) when and if the milestone is reached. We classified this contingent consideration as a liability on our
consolidated balance sheets that was remeasured to fair value at each reporting date, and we recognized changes in the fair value of the contingent
consideration liability as a component of operating expenses in our consolidated statements of operations and comprehensive loss. We recognized changes
in the fair value of the contingent consideration liability until the milestone was met in July 2019. Upon issuance of the common stock related to the
milestone in July 2019, the liability was reclassified to stockholder’s deficit, within additional paid-in capital. For additional detail, see the subsections
titled “—Acquisition of Vindico” above and “—Critical Accounting Policies and Significant Judgments and Estimates—Valuation of Contingent
Consideration” below, and Note 4 to our annual consolidated financial statements filed in our Prospectus.

Other Income (Expense)
Interest Expense

Interest expense consists of (1) interest expense on outstanding borrowings under our loan agreement and (2) amortization of debt discount and
debt issuance costs.

Other Income (Expense), Net
Other income (expense), net consists of (1) interest income and (2) miscellaneous income and expense unrelated to our core operations.

Interest income is comprised of interest earned on our invested cash balances in short-term investments. We expect our interest income to increase
as we invest the cash received from the net proceeds from this offering.
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Miscellaneous income and expense unrelated to our core operations is comprised of changes in fair value of warrant liability. We issued warrants to
purchase shares of our Series A-1 preferred stock in connection with our loan agreement in July 2017. We issued additional warrants to purchase shares of
our Series B preferred stock in connection with the amendment of our loan agreement in August 2018 and in February 2019. We classify these warrants as
a liability on our consolidated balance sheets that we remeasure to fair value at each reporting date, and we recognize changes in the fair value of the
warrant liability as a component of other income (expense), net in our consolidated statements of operations and comprehensive loss. We will continue to
recognize changes in the fair value of the warrant liability until the warrants are exercised, expire or qualify for equity classification. Upon the closing of
this offering, the preferred stock warrants will become exercisable for common stock instead of preferred stock and the fair value of the warrant liability at
that time will be reclassified to additional paid-in-capital. For additional detail, see the subsection titled “—Critical Accounting Policies and Significant
Judgments and Estimates—Valuation of Warrants to Purchase Preferred Stock” below and Note 7 to our annual consolidated financial statements included
in the Prospectus.

Results of Operations
Comparison of the Three Months Ended June 30, 2020 and 2019

The following table summarizes our results of operations for the three months ended June 30, 2020 and 2019 (in thousands):

Three Months
Ended June 30,
2020 2019 Change
Operating expenses:
Research and development $ 25,210 $ 16,881 $ 8,329
General and administrative 4,236 4,042 194
Increase in contingent consideration — 7,420 (7,420)
Total operating expenses 29,446 28,343 1,103
Loss from operations (29,446) (28,343) (1,103)
Other income (expense):
Interest expense (892) (903) 11
Other income (expense), net (90) 619 (709)
Net loss before income tax (30,428) (28,627) (1,801)
Income tax benefit — — —
Net loss $ (30,428) $ (28,627) $ (1,801)

Research and Development Expenses

The following table summarizes our research and development expenses for the three months ended June 30, 2020 and 2019 (in thousands):

Three Months
Ended June 30,
2020 2019 Change
External costs:
Clinical stage programs(1) $ 9,784 $ 7313 $ 2,471
Preclinical stage programs and other
unallocated expenses 6,716 5,715 1,001
Internal costs:
Personnel 7,282 3,217 4,065
Facilities and other 1,428 636 792
Total research and development expenses $ 25210 $ 16,881 $ 8,329
1) Clinical stage programs include costs related to P-BCMA-101 for the three months ending June 30, 2019 and costs related to P-BCMA-101 and P-PSMA-101 for the three months

ending June 30, 2020.
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Research and development expenses were $25.2 million for the three months ended June 30, 2020, compared to $16.9 million for the three months
ended June 30, 2019. The increase in research and development expenses of $8.3 million was primarily due to increases in the following: $4.1 million of
personnel expenses related to increased headcount, $2.5 million of external costs related to our clinical stage programs including the ongoing enrollment
and manufacturing for the P-BCMA-101 Phase 1 and Phase 2 clinical trial and initiation of the Phase 1 P-PSMA-101 trial, and $1.0 million of external
costs related to our preclinical programs.

General and Administrative Expenses

General and administrative expenses were $4.2 million for the three months ended June 30, 2020, compared to $4.0 million for the three months
ended June 30, 2019. The increase in general and administrative expenses of $0.2 million was primarily due to an increase of $1.0 million of personnel
expenses related to increased headcount, offset in part by a decrease of $0.4 million of facility expense related to lease termination costs incurred in 2019.

Increase in Contingent Consideration

Our contingent consideration liability relates to the Vindico acquisition, in which we had a contingent obligation to issue shares of our common
stock to former Vindico shareholders upon achievement of a proof of concept preclinical milestone. Increase in contingent consideration was $0 for the
three months ended June 30, 2020, compared to $7.4 million for the three months ended June 30, 2019. In the 2019 period, we recorded an increase in our
contingent consideration liability resulting from a change in certain fair value assumptions, including an increase in the probability of success in achieving
our milestone, due to an advancement in our nanoparticle preclinical work. We recognized changes in the fair value of the contingent consideration liability
until the applicable milestone was met in July 2019. Upon issuance of the common stock related to the milestone in July 2019, the liability was reclassified
to stockholder’s deficit, within additional paid-in capital.

Interest Expense

Interest expense was $0.9 million for the three months ended June 30, 2020 and 2019, respectively. Interest expense consisted of interest in the
outstanding principal under our loan and security agreement, which was consistent during the respective periods.

Other Income (Expense), Net

Other expense was $0.1 million for the three months ended June 30, 2020, compared to other income of $0.6 million for the three months ended
June 30, 2019. This change in other income (expense), net of $0.7 million was primarily due to a $0.2 million increase in warrant liability, offset in part by
$0.2 million of interest income during the three months ended June 30, 2020, compared to $0.7 million of interest income during the three months ended
June 30, 2019. The decrease in interest income was driven by a decrease in available interest rates for investments.
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Comparison of the Six Months Ended June 30, 2020 and 2019

The following table summarizes our results of operations for the six months ended June 30, 2020 and 2019 (in thousands):

Six Months
Ended June 30,
2020 2019 Change

Operating expenses:

Research and development $ 48,625 $ 25493 % 23,132

General and administrative 9,090 10,442 (1,352)

Increase in contingent consideration — 5,623 (5,623)

Total operating expenses 57,715 41,558 16,157

Loss from operations (57,715) (41,558) (16,157)
Other income (expense):

Interest expense (1,806) (1,698) (108)

Other income (expense), net 309 1,295 (986)
Net loss before income tax (59,212) (41,961) (17,251)

Income tax benefit — — —
Net loss $ (59,212) $ (41,961) $ (17,251)

Research and Development Expenses

The following table summarizes our research and development expenses for the six months ended June 30, 2020 and 2019 (in thousands):

Six Months
Ended June 30,
2020 2019 Change
External costs:
Clinical stage programs(1) $ 19,224 $ 11,594 $ 7,630
Preclinical stage programs and other
unallocated expenses 12,619 7,208 5,411
Internal costs:
Personnel 14,172 5,847 8,325
Facilities and other 2,610 844 1,766
Total research and development expenses $ 48,625 $ 25,493 $ 23,132
(@) Clinical stage programs include costs related to P-BCMA-101 for the three months ending June 30, 2019 and costs related to P-BCMA-101 and P-PSMA-101 for the six months ending

June 30, 2020.

Research and development expenses were $48.6 million for the six months ended June 30, 2020, compared to $25.5 million for the six months
ended June 30, 2019. The increase in research and development expenses of $23.1 million was primarily due to increases in the following: $8.3 million of
personnel expenses related to increased headcount, $7.7 million of external costs related to our clinical stage programs including the ongoing enrollment
and manufacturing for the P-BCMA-101 Phase 1 and Phase 2 clinical trial and initiation of the Phase 1 P-PSMA-101 trial and $5.4 million of external costs
related to our preclinical programs.

General and Administrative Expenses

General and administrative expenses were $9.1 million for the six months ended June 30, 2020, compared to $10.4 million for the six months
ended June 30, 2019. The decrease in general and administrative expenses of $1.4 million was primarily due to the following: $1.5 million of facility
expense related to lease termination costs incurred in 2019 and $2.0 million of deferred financing costs written off in 2019, offset in part by an increase of
$2.4 million of personnel expenses related to increased headcount.

32



Increase in Contingent Consideration

Increase in contingent consideration was $0 for the six months ended June 30, 2020, compared to $5.6 million for the six months ended June 30,
2019. In the 2019 period we recorded an increase in our contingent consideration liability resulting from a change in certain fair value assumptions,
including an increase in the probability of success in achieving our milestone, due to an advancement in our preclinical work. We recognized changes in the
fair value of the contingent consideration liability until the applicable milestone was met in July 2019. Upon issuance of the common stock related to the
milestone in July 2019, the liability was reclassified to stockholder’s deficit, within additional paid-in capital.

Interest Expense

Interest expense was $1.8 million for the six months ended June 30, 2020, compared to $1.7 million for the six months ended June 30, 2019.
Interest expense consisted of interest in the outstanding principal under our loan and security agreement, which was consistent during the respective
periods.

Other Income (Expense), Net

Other income was $0.3 million for the six months ended June 30, 2020, compared to other income of $1.3 million for the six months ended June
30, 2019. This decrease in other income of $1.0 million was primarily due to a $0.2 million increase in warrant liability offset in part by $0.5 million of
interest income during the six months ended June 30, 2020, compared to a $0.4 million decrease in warrant liability and $0.8 million of interest income
during the six months ended June 30, 2019. The decrease in interest income was driven by a decrease in available interest rates for investments.

Liquidity and Capital Resources

We were incorporated in December 2014 and subsequently spun out from Transposagen, a company that has been developing gene engineering
technologies since 2003. Since our inception in 2014, we have incurred significant operating losses. Our net losses were $30.4 million and $59.2 million
for the three and six months ended June 30, 2020, respectively, and $28.6 million and $42.0 million for the three and six months ended June 30, 2019,
respectively. As of June 30, 2020, we had an accumulated deficit of $211.3 million. Our operations have focused on organizing and staffing our company,
business planning, raising capital, in-licensing and acquiring intellectual property rights and establishing and protecting our intellectual property portfolio,
developing our gene engineering technologies, identifying potential product candidates and undertaking research and development and manufacturing
activities, including preclinical studies and clinical trials of our product candidates, and engaging in strategic transactions. Our primary use of cash is to
fund operating expenses, which consist primarily of research and development expenditures, and to a lesser extent, general and administrative expenditures.
Cash used to fund operating expenses is impacted by the timing of when we pay these expenses, as reflected in the change in our outstanding accounts
payable and accrued expenses. We have not yet commercialized any of our product candidates and we do not expect to generate revenue from sales of any
product candidates for several years, if at all. We have funded our operations primarily through the sale of equity. Since our inception, we have raised
$224.0 million of gross proceeds from the sale of our common stock in our IPO, raised an aggregate of $334.3 million of gross proceeds from the sale of
shares of our redeemable convertible preferred stock, received $30.0 million of gross proceeds from borrowings under our loan agreement and received an
aggregate of $23.8 million in grant funding from CIRM. The Company expects that its cash, cash equivalents and marketable securities as of June 30, 2020
of $167.1 million, along with $204.8 million in net IPO proceeds raised on July 14, 2020, will be sufficient to fund its operations for at least the next twelve
months from the date of issuance of these financial statements. In the long term the Company will need additional financing to support its continuing
operations and pursue its growth strategy.
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Loan Agreement

In July 2017, we entered into a loan and security agreement, or 2017 Loan Agreement, with Oxford. Under the original terms, the facility provided
$15.0 million, of which we drew $10.0 million. In August 2018, we entered into an amended and restated agreement with Oxford, or the 2018 Loan
Agreement, to, among other things, increase the size of the facility to $30.0 million, modify the interest rate and extend the interest-only payment period
and the maturity date. In addition, we concurrently increased the outstanding principal by $10.0 million.

As of August 2018, outstanding borrowings under the 2018 Loan Agreement consisted of a Term A loan, in the amount of $20.0 million, which
bears interest at a floating per annum rate equal to (1) 6.96% plus (2) the greater of (a) the 30 day U.S. Dollar LIBOR rate reported in The Wall Street
Journal on the last business day of the month that immediately precedes the month in which the interest will accrue and (b) 0.99%. As of June 30, 2020, the
interest rate applicable to Term A loan borrowings under the 2018 Loan Agreement was 8.5%.

In February 2019, we drew the remaining available balance under the 2018 Loan Agreement, or Term B loan, in the amount of $10.0 million,
which bears interest at a floating per annum rate equal to (1) 6.94% plus (2) the greater of (a) the 30 day U.S. Dollar LIBOR rate reported in The Wall
Street Journal on the last business day of the month that immediately precedes the month in which the interest will accrue and (b) 2.00%. As of June 30,
2020, the interest rate applicable to Term B loan borrowings under the 2018 Loan Agreement was 8.9%.

Interest only payments for the 2018 Loan Agreement were extended through October 2020, with a maturity date of March 2023. We will be
required to make a final payment of 7.5% of the principal balance outstanding, payable on the earlier of (1) the maturity date, (2) acceleration of any term
loan or (3) the prepayment of the term loans.

In June 2020, we entered into a fourth amendment to the 2018 Loan Agreement with Oxford to extend the interest-only payment period and
maturity date. All outstanding Term Loans will now mature on June 1, 2024 and will have interest-only payments through December 31, 2021, followed by
30 equal monthly payments of principal and unpaid accrued interest. In addition, in conjunction with the entry into the fourth amendment, we paid Oxford
a facility fee of $0.3 million. Our obligations under the 2018 Loan Agreement are secured by a first priority security interest in substantially all of our
current and future assets, other than our intellectual property. In addition, have also agreed not to encumber our intellectual property assets, except as
permitted by the 2018 Loan Agreement. While any amounts are outstanding under the 2018 Loan Agreement, we are subject to a number of affirmative and
restrictive covenants, including covenants regarding dispositions of property, business combinations or acquisitions, among other customary covenants. We
are also restricted from paying dividends or making other distributions or annual payments on our capital stock in excess of $250,000, subject to limited
exceptions. In July 2017, the U.K.’s Financial Conduct Authority, which regulates the London Interbank Offered Rate, or LIBOR, announced that it intends
to phase out LIBOR by the end of 2021. Various central bank committees and working groups continue to discuss replacement of benchmark rates, the
process for amending existing LIBOR-based contracts, and the potential economic impacts of different alternatives. The Alternative Reference Rates
Committee has identified the Secured Overnight Financing Rate, or SOFR, as its preferred alternative rate for USD LIBOR. SOFR is a measure of the cost
of borrowing cash overnight, collateralized by U.S. Treasury securities, and is based on directly observable U.S. Treasury-backed repurchase transactions.

We are evaluating the potential impact of the replacement of the LIBOR benchmark interest rate including risk management, internal operational
readiness and monitoring the Financial Accounting Standards Board standard-setting process to address financial reporting issues that might arise in

connection with transition from LIBOR to a new benchmark rate.
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Cash Flows

The following table sets forth the primary sources and uses of cash and cash equivalents for the six months ended June 30, 2020 and 2019 (in
thousands):

Six Months Ended
June 30,
2020 2019
Cash used in operating activities $ (53,686) $ (28,784)
Cash provided by (used in) investing activities 5,661 (20,604)
Cash provided by financing activities 107,374 156,494
Net increase in cash and cash equivalents $ 59,349 $ 107,106

During the six months ended June 30, 2020, operating activities used $53.7 million of cash, primarily resulting from our net loss of $59.2 million,
offset by non-cash expenses of $4.7 million. Non-cash charges consisted primarily of $3.1 million in stock-based compensation, $0.9 million in
depreciation and amortization expense and $0.5 million of accretion of discount on issued term debt.

During the six months ended June 30, 2019, operating activities used $28.8 million of cash, primarily resulting from our net loss of $42.0 million,
offset by non-cash expenses of $8.3 million and net cash provided by changes in our operating asset and liabilities of $4.8 million. Non-cash charges
consisted primarily of $5.6 million from a change in the fair value of our contingent liabilities, $1.1 million in stock-based compensation and $0.4 million
of accretion of discount on issued term debt. Net cash provided by changes in our operating assets and liabilities for the six months ended June 30, 2019
consisted primarily of a $4.5 million increase in accrued liabilities and a $1.4 million increase in accounts payable.

Cash Used in Investing Activities

During the six months ended June 30, 2020, net cash provided by investing activities was $5.7 million, consisting of proceeds from maturities of
short-term investments of $37.5 million offset by purchase of short-term investments of $20.0 million and purchase of property and equipment of $12.0
million.

During the six months ended June 30, 2019, net cash used in investing activities was $20.6 million, primarily due to the purchase of $18.7 million
of short-term investments and $2.0 million of property and equipment purchases.

The timing of purchase and sales of our short-term investments is driven by available cash balance and maturity of existing investments. The
purchase of property and equipment for all periods related to equipment purchases as we expanded our research and development and manufacturing
activities, in addition to corporate office space.

Cash Provided by Financing Activities

During the six months ended June 30, 2020, net cash provided by financings activities was $107.4 million, consisting primarily of $104.1 million
in net proceeds from the sale of preferred stock and $4.2 million in grant payments from CIRM.

During the six months ended June 30, 2019, net cash provided by financings activities was $156.5 million, consisting primarily of $141.9 million
in net proceeds from the sale of preferred stock, $9.9 million in net proceeds for our debt amendment and $4.6 million in grant payments from CIRM.
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Contractual Obligations and Commitments

The following table summarizes our contractual obligations and commitments as of December 31, 2019 (in thousands):

Payments Due by Period
Less than More than
Total 1 Year 1 to 3 Years 4 to 5 Years 5 Years

Operating lease commitments(1) $ 44395 $ 2,662 $ 8,213 $ 8,882 $ 24,638
Debt obligations(2) 37,745 5,673 26,777 5,295 —
Total $ 82,140 $ 8335 $ 34990 $ 14,177 $ 24,638

@ Amounts in table reflect payments due for our two leases of office and laboratory and pilot manufacturing space in San Diego, California under two operating lease agreements that

expire in December 2029.

2 Amounts in table reflect the contractually required principal, final payment and interest payments payable under the 2018 Loan Agreement, which does not take into account the fourth

amendment to the 2018 Loan Agreement entered into in June 2020. For purposes of this table, interest due under the 2018 Loan Agreement was calculated using an assumed interest
rate of 8.84% per annum, which as the interest rate in effect as of December 31, 2019.

We enter into contracts in the normal course of business with contract research organizations, CMOs and other third parties for preclinical research
studies, clinical trials and testing and manufacturing services. These contracts do not contain minimum purchase commitments and are cancelable by us
upon prior written notice. Payments due upon cancellation consist of payments for services provided or expenses incurred, including noncancelable
obligations of our service providers, up to one year after the date of cancellation. These payments are not included in the table above as the amount and
timing of such payments are not known.

We have also entered into a several license agreements under which we are obligated to make aggregate milestone payments upon the achievement
of specified preclinical, clinical and regulatory milestones as well as royalty payments. We have not included future payments under this agreement in the
table above since the payment obligations under this agreement are contingent upon future events, such as our achievement of specified milestones or
generating product sales. As of June 30, 2020, we were unable to estimate the timing or likelihood of achieving these milestones or generating future
product sales. See the subsection titled “—License Agreements” above.

Critical Accounting Policies and Significant Judgments and Estimates

Our consolidated financial statements are prepared in accordance with generally accepted accounting principles in the United States, or GAAP. The
preparation of our consolidated financial statements and related disclosures requires us to make estimates and judgments that affect the reported amounts of
assets, liabilities, revenue, costs and expenses and the disclosure of contingent assets and liabilities in our consolidated financial statements. We base our
estimates on historical experience, known trends and events and various other factors that we believe are reasonable under the circumstances, the results of
which form the basis for making judgments about the carrying values of assets and liabilities that are not readily apparent from other sources. We evaluate
our estimates and assumptions on an ongoing basis. Our actual results may differ from these estimates under different assumptions or conditions.

While our significant accounting policies are described in more detail in Note 2 to our annual consolidated financial statements included in our
Prospectus, we believe that the following accounting policies are those most critical to the judgments and estimates used in the preparation of our
consolidated financial statements.

Accrued Research and Development Expenses

As part of the process of preparing our consolidated financial statements, we are required to estimate our accrued research and development
expenses. This process involves reviewing open contracts and purchase orders, communicating with our applicable personnel to identify services that have
been performed on our behalf and estimating the level of service performed and the associated cost incurred for the service when we have not yet been
invoiced or otherwise notified of actual costs. The majority of our service providers invoice us in arrears for services, however, some require advance
payments. We make estimates of our accrued expenses as of each balance

36



sheet date in our consolidated financial statements based on facts and circumstances known to us at that time. We periodically confirm the accuracy of the
estimates with the service providers and make adjustments if necessary. Examples of estimated accrued research and development expenses include fees
paid to vendors in connection with preclinical development activities, CMOs in connection with the process development and scale-up activities and the
production of clinical trial materials and contract research organizations in connection with clinical trials.

We base the expense recorded related to contract research and manufacturing on our estimates of the services received and efforts expended
pursuant to quotes and contracts with multiple CMOs and contract research organizations that supply materials and conduct services. The financial terms of
these agreements are subject to negotiation, vary from contract to contract and may result in uneven payment flows. There may be instances in which
payments made to our vendors will exceed the level of services provided and result in a prepayment of the expense. In accruing service fees, we estimate
the time period over which services will be performed and the level of effort to be expended in each period. If the actual timing of the performance of
services or the level of effort varies from the estimate, we adjust the accrual or prepaid expense accordingly. Although we do not expect our estimates to be
materially different from amounts actually incurred, our understanding of the status and timing of services performed relative to the actual status and timing
of services performed may vary and may result in reporting amounts that are too high or too low in any particular period. To date, there have not been any
material adjustments to our prior estimates of accrued research and development expenses.

Stock-Based Compensation

We measure stock-based awards granted to employees, non-employees and directors based on their fair value on the date of the grant using the
Black-Scholes option-pricing model for options. Compensation expense for those awards is recognized over the requisite service period, which is generally
the vesting period of the respective award. We use the straight-line method to record the expense of awards with service-based vesting conditions.
Forfeitures are recognized as they occur.

The Black-Scholes option-pricing model requires the use of subjective assumptions to determine the fair value of stock-based awards. These
assumptions include:

. Fair value of common stock—See the subsection titled “—Determination of Fair Value of Common Stock” below.

. Expected term—The expected term represents the period that stock-based awards are expected to be outstanding. The expected term for
option grants is determined using the simplified method. The simplified method deems the expected term to be the midpoint between the
vesting date and the contractual life of the stock-based awards.

. Expected volatility—Since we have been a privately held company and do not have any trading history for our common stock, the expected
volatility is estimated based on the average volatility for comparable publicly traded biotechnology companies over a period equal to the
expected term of the stock option grants. The comparable companies were chosen based on their similar size, stage in the life cycle or area
of specialty. We will continue to apply this process until a sufficient amount of historical information regarding the volatility of our own
stock price becomes available.

. Risk-free interest rate—The risk-free interest rate is based on the U.S. Treasury zero coupon issues in effect at the time of grant for periods
corresponding with the expected term of option.

. Expected dividend—We have never paid dividends on our common stock and have no plans to pay dividends on our common stock.
Therefore, we used an expected dividend yield of zero.

Determination of Fair Value of Common Stock

Prior to completing our IPO in July 2020, there had been no public market for our common stock, and therefore, the estimated fair value of our
common stock was determined by our board of directors as of the date of each option grant, with input from management, considering contemporaneous
independent third-party valuations of common stock, and our board of directors’ assessment of additional objective and subjective factors that it believed
were relevant and which may have changed from the date of the most recent valuation through the date of the grant.
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These independent third-party valuations were performed in accordance with the guidance outlined in the American Institute of Certified Public
Accountants’ Accounting and Valuation Guide, Valuation of Privately-Held-Company Equity Securities Issued as Compensation. Based on our stage of
development and other relevant factors, for valuations prior to April 2018, we determined that the option pricing method, or OPM, was the most
appropriate method for estimating our enterprise value to determine the fair value of our common stock. The OPM treats common stock and preferred stock
as call options on the total equity value of a company, with exercise prices based on the value thresholds at which the allocation among the various holders
of a company’s securities changes. Under this method, the common stock has value only if the funds available for distribution to stockholders exceeded the
value of the preferred stock liquidation preferences at the time of the liquidity event, such as a strategic sale or a merger. A discount for lack of
marketability of the common stock is then applied to arrive at an indication of value for the common stock. Starting in April 2018, we determined that the
hybrid method was the most appropriate method for determining the fair value of our common stock. The hybrid method is a probability-weighted expected
return method, or PWERM, where the equity value in one or more scenarios is calculated using an OPM. The PWERM is a scenario-based methodology
that estimates the fair value of common stock based upon an analysis of future values for the company, assuming various outcomes. The common stock
value is based on the probability-weighted present value of expected future investment returns considering each of the possible outcomes available as well
as the rights of each class of stock. The future value of the common stock under each outcome is discounted back to the valuation date at an appropriate
risk-adjusted discount rate and probability weighted to arrive at an indication of value for the common stock. In addition to considering the results of these
independent third-party valuations, our board of directors considered various objective and subjective factors to determine the fair value of our common
stock as of each grant date, including:

. the prices at which we sold shares of preferred stock and the superior rights, preferences and privileges of the preferred stock relative to our
common stock at the time of each grant;

. our stage of development and material risks related to our business;

. the progress of our research and development programs, including the status and results of preclinical studies for our product candidates
and progress of our development of manufacturing processes;

. external market conditions affecting the biopharmaceutical industry and trends within the biopharmaceutical industry;

. our results of operations and financial position, including our levels of available capital resources, outstanding debt and our historical and
forecasted performance and operating results;

. the lack of an active public market for our common stock and our preferred stock;

. the likelihood of achieving a liquidity event, such as an IPO or sale of our company in light of prevailing market conditions;

. the hiring of key personnel; and

. the analysis of IPOs and the market performance of publicly traded companies in the biopharmaceutical industry, as well as recently

completed mergers and acquisitions of peer companies.

The assumptions underlying these valuations represented management’s best estimate, which involved inherent uncertainties and the application of
management’s judgment. As a result, if we had used significantly different assumptions or estimates, the fair value of our common stock and our stock-
based compensation expense could have been materially different.

Upon completion of our IPO, it is no longer necessary for our board of directors to estimate the fair value of our common stock in connection with
our accounting for granted stock options and other such awards we may grant, as the fair value of our common stock is determined based on the quoted

market price of our common stock.
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As of June 30, 2020, the unrecognized stock-based compensation expense related to employee stock options was $17.9 million and is expected to
be recognized as expense over a weighted-average period of approximately 3.2 years. The intrinsic value of all outstanding stock options as of June 30,
2020 was approximately $18.3 million, of which approximately $11.6 million related to vested options and approximately $6.7 million related to unvested
options.

Valuation of Contingent Consideration

In connection with our acquisition of Vindico in October 2016, we agreed to pay additional purchase consideration based on the achievement of a
certain developmental milestone using the acquired technology. The additional purchase consideration was payable in shares of our common stock. The
number of shares of common stock issuable and the associated fair value could vary depending on (1) the price paid by investors in a qualified equity
financing prior to the achievement of the milestone and (2) when and if the milestone is reached. The significant unobservable inputs used in the
measurement of fair value of the contingent consideration were the probabilities of successful achievement of the milestone, the number of shares to be
issued and the valuation of our common stock. As of June 30, 2019, the fair value of our common stock was determined with a probability of success of
90% and the estimated fair value of the common stock used was $12.23. The probability of success was increased due to preclinical achievements made
during the three months ended June 30, 2019. The estimated number of shares issuable was 0.9 million as of June 30, 2019. In July 2019, we achieved the
milestone and subsequently issued 866,125 shares of common stock to the former Vindico shareholders in August 2019. At the time of achievement, the
liability was adjusted to reflect the achievement and the determined number of shares and fair value of common stock was determined to be $12.23 per
share as of July 31, 2019.

We classified this contingent consideration as a liability on our consolidated balance sheets that we remeasured to fair value at each reporting date,
and we recognized changes in the fair value of the contingent consideration liability as a component of operating income (loss) in our consolidated
statements of operations and comprehensive loss. We recognized changes in the fair value of the contingent consideration liability until the milestone was
met. Upon issuance of the common stock related to the milestone, the liability was reclassified to stockholder’s deficit, within additional paid-in capital.

Valuation of Warrants to Purchase Preferred Stock

Prior to the IPO, we classified warrants to purchase shares of our Series A-1 preferred stock and Series B preferred stock as a liability on our
consolidated balance sheets as these warrants are free-standing financial instruments that may require us to transfer assets upon exercise. The warrants were
initially recorded at fair value on the date of grant, and they were subsequently remeasured to fair value at each balance sheet date. Changes in fair value of
the warrants are recognized as a component of other income (expense) in our consolidated statements of operations and comprehensive loss. We continued
to adjust the liability for changes in fair value until the closing of the TPO, at which time the preferred stock warrants became exercisable for common stock
instead of preferred stock and the fair value of the warrant liability was reclassified to additional paid-in capital.

We utilize the Black-Scholes option-pricing model, which incorporates assumptions and estimates to value the preferred stock warrants. We assess
these assumptions and estimates on a quarterly basis as additional information impacting the assumptions is obtained. Similar to the fair value measurement
of our common stock, estimates and assumptions impacting the fair value measurement of our preferred stock warrants include the fair value per share of
the underlying Series A-1 preferred stock and Series B preferred stock, the remaining contractual term of the warrants, the expected volatility of the price of
the underlying preferred stock, the risk-free interest rate and the expected dividend yield. The most significant assumption in the Black-Scholes option-
pricing model impacting the fair value of the preferred stock warrants is the fair value of our preferred stock as of each remeasurement date. We determine
the fair value per share of the underlying preferred stock by taking into consideration our most recent sales of our preferred stock as well as additional
factors that we deem relevant (including the various factors analyzed to determine the fair value of our common stock described in the subsection titled “—
Determination of Fair Value of Common Stock” above). As of June 30, 2020, and December 31, 2019, the fair value per share of the Series A-1 Preferred
Stock was $11.72 and $10.36, respectively. As of June 30, 2020, and December 31, 2019, the fair value per share of the Series B Preferred Stock was
$11.87 and $10.57, respectively.
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Off-Balance Sheet Arrangements

Since our inception, we have not engaged in any off-balance sheet arrangements, as defined in the rules and regulations of the SEC.

JOBS Act

The JOBS Act permits an “emerging growth company” such as us to take advantage of an extended transition period to comply with new or revised
accounting standards applicable to public companies. We have elected to use this the extended transition period under the JOBS Act until the earlier of the
date we (1) are no longer an emerging growth company or (2) affirmatively and irrevocably opt out of the extended transition period provided in the JOBS
Act. As a result, our consolidated financial statements may not be comparable to companies that comply with new or revised accounting pronouncements
as of public company effective dates.

We will remain an emerging growth company until the earliest to occur of: (1) the last day of the fiscal year in which we have more than
$1.07 billion in annual revenue; (2) the date we qualify as a “large accelerated filer,” with at least $700.0 million of equity securities held by non-
affiliates; (3) the date on which we have issued more than $1.0 billion in non-convertible debt securities during the prior three-year period; and
(4) December 31, 2025.

Recent Accounting Pronouncements

A description of recently issued accounting pronouncements that may potentially impact our financial position, result of operations or cash flows is
disclosed in Note 2 to our condensed consolidated financial statements.

Item 3. Quantitative and Qualitative Disclosures About Market Risk.
Interest Rate Risk

As of June 30, 2020, we had cash, cash equivalents and short-term investments of $167.1 million. Cash consists of deposits with financial
institutions. Interest income is sensitive to changes in the general level of interest rates. However, due to the nature of these investments, a hypothetical
10% change in interest rates during any of the periods presented would not have had a material impact on our consolidated financial statements.

As of June 30, 2020, we had $20.0 million of borrowings outstanding under the Term A 2018 Loan Agreement. In addition we had $10.0 million of
Term B loan borrowings outstanding under the 2018 Loan Agreement bearing interest at a variable rate equal to 30-day LIBOR plus 6.94%, subject to a
floor of 8.94%. LIBOR is currently scheduled to be phased out in 2021. Before LIBOR is phased out, we may need to renegotiate the Term Loans to
replace LIBOR with a new standard, which has yet to be established. The consequences of these developments cannot be entirely predicted, but could result
in higher interest rates on the principal amount of the Term Loan. A hypothetical 10% change in interest rates during any of the periods presented would
not have had a material impact on our consolidated financial statements.

Foreign Currency Exchange Risk

To date, foreign currency transaction gains and losses have not been material to our consolidated financial statements, and we have not had a
formal hedging program with respect to foreign currency. Our expenses are generally denominated in U.S. dollars. However, we have contracted with a
limited number of foreign vendors located in Europe and Canada and may contract with foreign vendors in the future. Our operations may be subject to
fluctuations in foreign currency exchange rates in the future. A hypothetical 10% change in exchange rates during any of the periods presented would not
have had a material impact on our consolidated financial statements.

Effects of Inflation

Inflation generally affects us by increasing our cost of labor. We do not believe that inflation had a material effect on our consolidated financial
statements.
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Item 4. Controls and Procedures.
Disclosure Controls and Procedures

We are responsible for maintaining disclosure controls and procedures, as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange
Act of 1934, as amended, or the Exchange Act. Disclosure controls and procedures are controls and other procedures designed to ensure that the
information required to be disclosed by us in the reports that 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. Disclosure controls and procedures include, without limitation, controls and procedures
designed to ensure that information required to be disclosed by us in the reports that we file or submit under the Exchange Act is accumulated and
communicated to our management, including our principal executive officer and principal financial officer, as appropriate to allow timely decisions
regarding required disclosure.

Based on our management’s evaluation (with the participation of our principal executive officer and principal financial officer), we have concluded
that our disclosure controls and procedures were not effective as of June 30, 2020 because of material weaknesses in our internal control over financial
reporting described below.

Material Weaknesses

Each of these control deficiencies could result in a misstatement of these accounts or disclosures that would result in a material misstatement of our
annual or interim consolidated financial statements that would not be prevented or detected, and accordingly, it was determined that these control
deficiencies constitute material weaknesses.

These material weaknesses related to a lack of a sufficient complement of accounting resources, which led to our inability to maintain segregation
of duties between the creation and posting of journal entries and review of account reconciliations. These material weaknesses did not result in a
misstatement to our consolidated financial statements.

Changes in Internal Control Over Financial Reporting

There was no change in our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d- 15(f) under the Exchange Act) during
the quarter ended June 30, 2020 that has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.

Remediation Efforts

We have hired additional accounting personnel and will continue to take appropriate and reasonable steps to remediate these material weaknesses
through the implementation of appropriate segregation of duties. Actions have been taken to strengthen our controls, including the hiring of additional
internal accounting resources and the engagement of additional third-party consulting resources and we will continue to further review actions needed to
appropriately address the control deficiencies identified.

We anticipate that the actions described above and resulting improvements in controls will strengthen our internal control over financial
reporting. We are unable to determine with certainty that these actions will address the related material weaknesses.
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PART II. OTHER INFORMATION
Item 1. Legal Proceedings.

We are not currently a party to any material legal proceedings. From time to time, we may become involved in legal proceedings arising in the
ordinary course of our business. Regardless of outcome, litigation can have an adverse impact on us due to defense and settlement costs, diversion of
management resources, negative publicity, reputational harm and other factors.

Item 1A. Risk Factors.

An investment in our common stock is speculative and involves a high degree of risk. You should consider carefully the risks described below,
together with the other information contained in this Quarterly Report on Form 10-Q, including our condensed consolidated financial statements and the
related notes and in the section titled “Management’s Discussion and Analysis of Financial Condition and Results of Operations” before deciding whether
to purchase, hold or sell shares of our common stock. If any of the following risks occur, our business, financial condition, results of operations and future
growth prospects could be materially and adversely affected. In these circumstances, the market price of our common stock could decline, and you may
lose all or part of your investment. This Quarterly Report on Form 10-Q also contains forward-looking statements that involve risks and uncertainties. Our
actual results could differ materially from those anticipated in the forward-looking statements as a result of a number of factors, including the risks
described below. See the section titled “Special Note Regarding Forward-Looking Statements.” We have marked with an asterisk (*) those risk factors that
reflect changes from the similarly titled risk factors included in the Prospectus.

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

We are a clinical-stage biopharmaceutical company with a limited operating history. We have incurred net losses since our inception and anticipate
that we will continue to incur significant losses for the foreseeable future. We have never generated any revenue from product sales and may never be
profitable.*

We are a clinical-stage biopharmaceutical company with a limited operating history that may make it difficult to evaluate the success of our
business to date and to assess our future viability. Our operations to date have been limited to organizing and staffing our company, business planning,
raising capital, establishing and protecting our intellectual property portfolio, developing our platform technologies, identifying potential product
candidates and undertaking research and development and manufacturing activities, including preclinical studies and clinical trials of our product
candidates. All of our product candidates are in early development, and none have been approved for commercial sale. We have never generated any
revenue from product sales and have incurred net losses each year since we commenced operations. For the three and six months ended June 30, 2020 our
net losses were $30.4 million and $59.2 million, respectively. For the three and six months ended June 30, 2019 our net losses were $28.6 million and
$42.0 million, respectively. As of June 30, 2020, we had an accumulated deficit of $211.3 million. We expect that it will be several years, if ever, before we
have a product candidate ready for regulatory approval and commercialization. We expect to incur increasing levels of operating losses over the next
several years and for the foreseeable future as we advance our product candidates through clinical development. Our prior losses, combined with expected
future losses, have had and will continue to have an adverse effect on our stockholders’ deficit and working capital.

To become and remain profitable, we must develop and eventually commercialize a product or products with significant market potential. This will
require us to be successful in a range of challenging activities, including completing preclinical studies and clinical trials of our product candidates,
obtaining marketing approval for these product candidates, manufacturing, marketing and selling those products for which we may obtain marketing
approval and satisfying any post-marketing requirements. We may never succeed in these activities and, even if we succeed in commercializing one or
more of our product candidates, we may never generate revenue that is significant or large enough to achieve profitability. In addition, as a young business,
we may encounter unforeseen expenses, difficulties, complications, delays and other known and unknown challenges. If we do achieve profitability, we
may not be able to sustain or increase profitability on a quarterly or annual basis and we will continue to incur substantial research and development and
other expenditures to develop and market additional product candidates. Our failure to become and remain profitable would decrease the value of the
company and could impair our ability to raise capital, maintain our research and development efforts, expand our business or continue our operations. A
decline in the value of our company could also cause you to lose all or part of your investment.
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We will need to obtain substantial additional funding to complete the development and any commercialization of our product candidates. If we are
unable to raise this capital when needed, we may be forced to delay, reduce or eliminate our product development programs or other operations. *

Since our inception, we have used substantial amounts of cash to fund our operations and expect our expenses to increase substantially during the
next few years. The development of biopharmaceutical product candidates is capital intensive. As our product candidates enter and advance through
preclinical studies and clinical trials, we will need substantial additional funds to expand our clinical, regulatory, quality and manufacturing capabilities. In
addition, if we obtain marketing approval for any of our product candidates, we expect to incur significant commercialization expenses related to
marketing, sales, manufacturing and distribution.

As of June 30, 2020, we had $167.1 million in cash, cash equivalents and short-term investments. Based upon our current operating plan, and
proceeds from our IPO, we believe that our existing cash, cash equivalents and short-term investments will enable us to fund our operations through at least
the next 24 months. However, our current cash, cash equivalents and short-term investments will not be sufficient to fund any of our product candidates
through regulatory approval, and we will need to raise substantial additional capital to complete the development and commercialization of our product
candidates.

We have based these estimates on assumptions that may prove to be incorrect or require adjustment as a result of business decisions, and we could
utilize our available capital resources sooner than we currently expect. Our future capital requirements will depend on many factors, including:

. scope, progress and results of our ongoing and planned preclinical studies and clinical trials for our product candidates;

. unanticipated serious safety concerns related to the use of our product candidates;

. timing of licensing payments we may be required to make based on the development of our product candidates;

. the number of and development requirements of other product candidates that we may pursue;

. the timing and outcome of regulatory review of our product candidates;

. changes in laws or regulations applicable to our product candidates, including but not limited to clinical trial requirements for approval;
. our decisions to initiate additional clinical trials, not to initiate any clinical trial or to terminate an existing clinical trial;

. the cost of obtaining raw materials and drug product for clinical trials and commercial supply, which, due to the wide variability in

manufacturing costs between autologous and allogeneic product candidates, will also depend on which product candidates progress to
future clinical trials;

. whether we decide to partner any of our product candidates with any third parties and the terms of any such partnership or collaboration;
. the cost and timing of establishing and validating our pilot manufacturing facility;

. whether we decide to establish a commercial manufacturing facility for supply of our product candidates; and

. additions or departures of key scientific or management personnel.

Because we do not expect to generate revenue from product sales for many years, if at all, we will need to obtain substantial additional funding in
connection with our continuing operations and expected increases in expenses. Until such time as we can generate significant revenue from sales of our
product candidates, if ever, we expect to finance our cash needs through equity offerings, debt financings or other capital sources, including potentially
grants, collaborations, licenses or other similar arrangements. 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. The impact of the COVID-19 pandemic on capital
markets may affect the availability, amount and type of financing available to us in the future. If we