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ATARA BIOTHERAPEUTICS, INC.
Condensed Consolidated Balance Sheets
(Unaudited)
(In thousands, except per share amounts)
June 30,
2017

Assets
Current assets:
Cash and cash equivalents
Short-term investments
Restricted cash - short-term
Prepaid expenses and other current assets
Total current assets
Property and equipment, net
Restricted cash - long-term
Other assets
Total assets

$

$

Liabilities and stockholders’ equity
Current liabilities:
Accounts payable
Accrued compensation
Accrued research and development expenses
Other accrued liabilities
Total current liabilities
Long-term liabilities
Total liabilities

$

December 31,
2016

64,237
152,659
194
5,402
222,492
20,287
1,200
176
244,155

$

5,243
3,262
2,071
905
11,481
11,530
23,011

$

$

47,968
207,714
194
4,677
260,553
3,259
—
102
263,914

2,778
3,745
2,408
744
9,675
503
10,178

Commitments and contingencies (Note 7)
Stockholders’ equity:
Common stock—$0.0001 par value, 500,000 shares authorized as of
June 30, 2017 and December 31, 2016; 29,904 and 28,933 shares
issued and outstanding as of June 30, 2017 and December 31, 2016,
respectively
Additional paid-in capital
Accumulated other comprehensive loss
Accumulated deficit
Total stockholders’ equity
Total liabilities and stockholders’ equity

$

See accompanying notes.
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3
451,496
(114 )
(230,241 )
221,144
244,155

$

3
431,075
(183 )
(177,159 )
253,736
263,914

ATARA BIOTHERAPEUTICS, INC.
Condensed Consolidated Statements of Operations and Comprehensive Loss
(Unaudited)
(In thousands, except per share amounts)
Three Months Ended June 30,
2017

Operating expenses:
Research and development
General and administrative
Total operating expenses
Loss from operations
Interest and other income, net
Loss before provision for income taxes
Less: Provision for income taxes
Net loss
Other comprehensive loss:
Unrealized gain on available-for-sale securities
Comprehensive loss
Net loss per common share:
Basic and diluted net loss per common share

$

$

18,296
9,613
27,909
(27,909 )
481
(27,428 )
—
(27,428 )

$
$

Weighted-average shares outstanding used
to calculate basic and diluted net loss per common share

$

38
(27,390 )

$

(0.94 )

$

See accompanying notes.

$

2017

12,991
6,494
19,485
(19,485 )
605
(18,880 )
—
(18,880 )

29,247
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Six Months Ended June 30,

2016

$

35,837
18,233
54,070
(54,070 )
990
(53,080 )
2
(53,082 )

142
(18,738 )

$

(0.66 )

$

28,665

$

2016

$

24,238
12,308
36,546
(36,546 )
1,108
(35,438 )
3
(35,441 )

69
(53,013 )

$

711
(34,730 )

(1.82 )

$

(1.24 )

29,152

$

28,603

ATARA BIOTHERAPEUTICS, INC.
Condensed Consolidated Statements of Cash Flows
(Unaudited)
(In thousands)
Six months ended June 30,
2017
2016

Operating activities
Net loss
Adjustments to reconcile net loss to net cash used in operating activities:
Stock-based compensation expense
Amortization of investment premiums and discounts
Depreciation expense
Loss on foreign exchange
Changes in operating assets and liabilities:
Prepaid expenses and other current assets
Other assets
Accounts payable
Accrued compensation
Accrued research and development expenses
Other accrued liabilities
Long-term liabilities
Net cash used in operating activities
Investing activities
Purchases of short-term investments
Maturities of short-term investments
Sales of short-term investments
Purchases of property and equipment
Restricted cash
Net cash provided by investing activities
Financing activities
Proceeds from issuance of common stock from "at-the-market" facility, net
Taxes paid related to net share settlement of restricted stock units
Proceeds from employee stock awards
Net cash provided by (used in) financing activities
Effect of exchange rates on cash
Increase in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period
Non-cash investing and financing activities
Issuance of common stock upon vesting of stock awards
Change in long-term liabilities related to non-vested stock awards
Capitalized lease obligations
Property and equipment purchases included in liabilities
Interest capitalized during construction period for build-to-suit lease transaction
Supplemental cash flow disclosure
Cash paid for taxes
See accompanying notes.
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$

(53,082 )

$

(35,441 )

11,003
459
428
—

9,860
2,294
79
4

(725 )
(74 )
253
(483 )
(337 )
160
63
(42,335 )

(816 )
7
1,790
(489 )
(1,313 )
235
511
(23,279 )

(112,395 )
115,349
51,711
(4,341 )
(1,200 )
49,124

(186,006 )
118,320
95,242
(1,639 )
—
25,917

$

9,326
(341 )
495
9,480
—
16,269
47,968
64,237

$

—
(53 )
29
(24 )
(4 )
2,610
23,746
26,356

$
$
$
$
$

—
—
10,870
2,502
95

$
$
$
$
$

40
(40 )
—
503
—

$

—

$
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ATARA BIOTHERAPEUTICS, INC.
Notes to Condensed Consolidated Financial Statements
(Unaudited)
1.

Description of Business

Atara Biotherapeutics, Inc. (“Atara”, “we”, “our” or “the Company”) was incorporated in August 2012 in Delaware. Atara is a cell therapy company
developing novel treatments for patients with cancer and multiple sclerosis (MS). The Company’s “off-the-shelf”, or allogeneic, T-cells are engineered from
donors with healthy immune function and allow for rapid delivery from inventory to patients without a requirement for pretreatment. Atara’s T-cell
immunotherapies are designed to precisely recognize and eliminate cancerous or diseased cells without affecting normal, healthy cells.
We licensed rights to T-cell product candidates from Memorial Sloan Kettering Cancer Center (“MSK”) in June 2015 and to know-how and
technology from QIMR Berghofer Medical Research Institute (“QIMR Berghofer”) in October 2015 and September 2016. See Note 6 for further information.
2.

Summary of Significant Accounting Policies

Basis of Presentation
The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with U.S. generally accepted
accounting principles (“U.S. GAAP”) and follow the requirements of the Securities and Exchange Commission (“SEC”) for interim reporting. As permitted
under those rules, certain footnotes or other financial information that are normally required by U.S. GAAP can be condensed or omitted. These condensed
consolidated financial statements have been prepared on the same basis as the Company’s annual consolidated financial statements included in the
Company’s Annual Report on Form 10-K for the year ended December 31, 2016, and, in the opinion of management, reflect all adjustments, consisting only
of normal recurring adjustments, which are necessary for a fair statement of the Company’s consolidated financial information. The results of operations for
the six-month period ended June 30, 2017 are not necessarily indicative of the results to be expected for the full year or any other future period. The
condensed consolidated balance sheet as of December 31, 2016 has been derived from audited consolidated financial statements at that date but does not
include all of the information required by U.S. GAAP for complete consolidated financial statements.
Significant Risks and Uncertainties
We have incurred significant operating losses since inception and have relied on public and private equity financings to fund our operations. As of
June 30, 2017, we had an accumulated deficit of $230.2 million. As we continue to incur losses, our transition to profitability will depend on the successful
development, approval and commercialization of product candidates and on the achievement of sufficient revenues to support our cost structure. We may
never achieve profitability, and unless and until we do, we will need to continue to raise additional capital. Management expects that our cash, cash
equivalents and short-term investments as of June 30, 2017 will be sufficient to fund our planned operations into the first quarter of 2019.
Concentration of Credit Risk and Other Uncertainties
We place cash and cash equivalents in the custody of financial institutions that management believes are of high credit quality, the amount of which
at times, may be in excess of the amount insured by the Federal Deposit Insurance Corporation. We also have short-term investments in money market funds,
U.S. Treasury, government agency and corporate debt obligations, commercial paper and asset-backed securities, which can be subject to certain credit risk.
However, we mitigate the risks by investing in high-grade instruments, limiting our exposure to any one issuer, and monitoring the ongoing creditworthiness
of the financial institutions and issuers.
We are subject to certain risks and uncertainties and believe that changes in any of the following areas could have a material adverse effect on future
financial position or results of operations: our ability to obtain future financing; regulatory approval and market acceptance of, and reimbursement for, our
product candidates, if approved; performance of third-party clinical research organizations and manufacturers upon which we rely; development of sales
channels; protection of our intellectual property; litigation or claims against us based on intellectual property, patent, product, regulatory or other factors;
and our ability to attract and retain employees necessary to support our growth.
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Use of Estimates
The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates, assumptions, and judgments that affect
the amounts reported in the financial statements and accompanying notes. Significant estimates relied upon in preparing these financial statements include
estimates related to clinical trial and other accruals, stock-based compensation expense, construction costs and income taxes. Actual results could differ
materially from those estimates.
Leases
We lease office space in multiple locations. In addition, we are constructing a manufacturing facility in Thousand Oaks, California under a noncancelable lease agreement. The leases are reviewed for classification as operating or capital leases. For operating leases, rent is recognized on a straight-line
basis over the lease period. For capital leases, we record the leased asset with a corresponding liability for principal and interest. Payments are recorded as
reductions to these liabilities with interest being charged to interest expense in our statements of operations and comprehensive loss.
We analyzed the nature of the renovations and our involvement during the construction period of our manufacturing facility and determined that we
are the deemed “owner” of the construction project during the construction period. As a result, we are required to capitalize the fair value of the building as
well as the construction costs incurred on our condensed consolidated balance sheet along with a corresponding financing liability for landlord-paid
construction costs (i.e. “build-to-suit” accounting). Upon occupancy for build-to-suit leases, we are also required to assess whether the circumstances qualify
for sale recognition under “sale-leaseback” accounting guidance.
Recent Accounting Pronouncements
In February 2016, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) No. 2016-02, Leases (Topic
842), which is intended to increase the transparency and comparability in the reporting of leasing arrangements by generally requiring leased assets and
liabilities to be recorded on the balance sheet. The new standard is effective for fiscal years and interim periods within those fiscal years beginning after
December 15, 2018, with early adoption permitted. We have not yet determined the method of adoption and the potential effect the new standard will have
on our consolidated financial statements.
In March 2016, the FASB issued ASU No. 2016-09, Improvements to Employee Share-Based Payment Accounting (Topic 718), which simplifies
several aspects of the accounting for share-based payment transactions, including the income tax consequences, classification of awards as either equity or
liabilities, and classification in the statement of cash flows. We prospectively adopted the new standard on January 1, 2017 and that adoption did not have a
material effect on our consolidated financial statements due to the full valuation allowance of our deferred tax assets.
In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments - Credit Losses: Measurement of Credit Losses on Financial Instruments.
ASU 2016-13 requires that expected credit losses relating to financial assets measured on an amortized cost basis and available-for-sale debt securities be
recorded through an allowance for credit losses. ASU 2016-13 limits the amount of credit losses to be recognized for available-for-sale debt securities to the
amount by which carrying value exceeds fair value and also requires the reversal of previously recognized credit losses if fair value increases. The new
standard will be effective for us on January 1, 2020. Early adoption will be available on January 1, 2019. We are currently evaluating the effect that the
updated standard will have on our consolidated financial statements and related disclosures.
In August 2016, the FASB issued ASU No. 2016-15, Statement of Cash Flows (Topic 230): Classification of Certain Cash Receipts and Cash
Payments, which clarifies how certain cash receipts and cash payments should be presented and classified in the statement of cash flows. The new standard is
effective for fiscal years and interim periods within those fiscal years beginning after December 15, 2017, with early adoption permitted. We have not yet
determined the method of adoption and the potential effect the new standard will have on our consolidated financial statements.
In November 2016, the FASB issued ASU No. 2016-18 Statement of Cash Flows (Topic 230): Restricted Cash, which clarifies the statement of cash
flow treatment of restricted cash or restricted cash equivalents. The new standard is effective for fiscal years and interim periods within those fiscal years
beginning after December 15, 2017, with early adoption permitted. The standard should be applied using a retrospective transition method to each period
presented. We have not yet determined the potential effect the new standard will have on our consolidated financial statements.
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In May 2017, the FASB issued ASU No. 2017-09, Compensation - Stock Compensation (Topic 718): Scope of Modification Accounting. The amended
standard specifies the modification accounting applicable to any entity which changes the terms or conditions of a share-based payment award. The new
standard is effective for fiscal years and interim periods within those fiscal years beginning after December 15, 2017, with early adoption permitted. We have
not yet determined the potential effect the new standard will have on our consolidated financial statements.
3.

Net Loss per Common Share

Basic net loss per common share is calculated by dividing net loss by the weighted-average number of shares of common stock outstanding during the
period, without consideration of common share equivalents. Diluted net loss per common share is computed by dividing net loss by the weighted-average
number of shares of common stock and common share equivalents outstanding for the period. Common share equivalents are only included in the calculation
of diluted net loss per common share when their effect is dilutive.
Potential dilutive securities, which include unvested restricted stock awards (“RSAs”), unvested restricted stock units (“RSUs”), vested and unvested
options to purchase common stock and shares to be issued under our employee stock purchase plan (“ESPP”) have been excluded from the computation of
diluted net loss per share as the effect is antidilutive. Therefore, the denominator used to calculate both basic and diluted net loss per common share is the
same in all periods presented.
The following table represents the potential common shares issuable pursuant to outstanding securities as of the related period end dates that were
excluded from the computation of diluted net loss per common share as their inclusion would have an antidilutive effect:
As of June 30,
2017

Unvested RSAs
Unvested RSUs
Vested and unvested options
ESPP share purchase rights
Total
4.

—
1,801,397
4,482,620
11,562
6,295,579

2016

90,144
922,569
3,424,099
4,048
4,440,860

Financial Instruments

Our financial assets are measured at fair value on a recurring basis using the following hierarchy to prioritize valuation inputs, in accordance with
applicable GAAP:
Level 1:

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

Level 2:

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

Level 3:

Inputs that are unobservable data points that are not corroborated by market data

We review the fair value hierarchy classification on a quarterly basis. Changes in the ability to observe valuation inputs may result in a reclassification
of levels of certain securities within the fair value hierarchy. We recognize transfers into and out of levels within the fair value hierarchy in the period in
which the actual event or change in circumstances that caused the transfer occurs. There have been no transfers between Level 1, Level 2 and Level 3 in any
periods presented.
Financial assets and liabilities are considered Level 2 when their fair values are determined using inputs that are observable in the market or can be
derived principally from or corroborated by observable market data such as pricing for similar securities, recently executed transactions, cash flow models
with yield curves, and benchmark securities. In addition, Level 2 financial instruments are valued using comparisons to like-kind financial instruments and
models that use readily observable market data as their basis. U.S. Treasury, government agency and corporate debt obligations, commercial paper and assetbacked securities are valued primarily using market prices of comparable securities, bid/ask quotes, interest rate yields and prepayment spreads and are
included in Level 2.
Financial assets and liabilities are considered Level 3 when their fair values are determined using pricing models, discounted cash flow
methodologies, or similar techniques, and at least one significant model assumption or input is unobservable. We have no Level 3 financial assets or
liabilities.
8

The following tables summarize the estimated fair value and related valuation input hierarchy of our available-for-sale securities as of each period
end:

As of June 30, 2017:

Money market funds
U.S. Treasury obligations
Government agency obligations
Corporate debt obligations
Commercial paper
Asset-backed securities
Total available-for-sale securities
Less amounts classified as cash equivalents
Amounts classified as short-term investments

As of December 31, 2016:

Money market funds
U.S. Treasury obligations
Government agency obligations
Corporate debt obligations
Commercial paper
Asset-backed securities
Total available-for-sale securities
Less amounts classified as cash equivalents
Amounts classified as short-term investments

Total
Amortized
Cost

Input Level

Level 1
Level 2
Level 2
Level 2
Level 2
Level 2

$

Total
Total
Unrealized
Unrealized
Gain
Loss
(in thousands)

57,768
62,309
6,066
73,459
1,598
10,139
211,339
(58,566 )
152,773

$

$

$

Total
Amortized
Cost

Input Level

Level 1
Level 2
Level 2
Level 2
Level 2
Level 2

$

$

—
(27 )
(3 )
(81 )
—
(13 )
(124 )
(124 )

$

$

$

Total
Total
Unrealized
Unrealized
Gain
Loss
(in thousands)

28,816
65,403
23,860
113,649
699
13,414
245,841
(37,944 )
207,897

$

—
1
1
8
—
—
10
10

Total
Estimated
Fair Value

$

—
3
5
8
—
4
20
—
20

$

$

Total
Estimated
Fair Value

—
(21 )
(5 )
(172 )
—
(6 )
(204 )
1
(203 )

$

57,768
62,283
6,064
73,386
1,598
10,126
211,225
(58,566 )
152,659

$

$

28,816
65,385
23,860
113,485
699
13,412
245,657
(37,943 )
207,714

The amortized cost and fair value of our available-for-sale securities by contractual maturity were as follows:
As of June 30, 2017
Amortized
Cost

As of December 31, 2016

Estimated
Fair Value

Amortized
Cost

(in thousands)

Maturing within one year
Maturing in one to five years
Total available-for-sale securities

$
$

182,866
28,473
211,339

$
$

Estimated
Fair Value

(in thousands)

182,791
28,434
211,225

$
$

198,022
47,819
245,841

$
$

197,956
47,701
245,657

As of June 30, 2017, certain available-for-sale securities had been in a continuous unrealized loss position, each for less than twelve months. As of this
date, no significant facts or circumstances were present to indicate a deterioration in the creditworthiness of the respective issuers, and the Company has no
requirement or intention to sell these securities before maturity or recovery of their amortized cost basis. During the three and six months ended June 30,
2017 and 2016, we did not recognize any other-than-temporary impairment loss.
In addition, restricted cash collateralized by money market funds is a financial asset measured at fair value and is a Level 1 financial instrument under
the fair value hierarchy. As of June 30, 2017 and December 31, 2016, restricted cash totaled $1.4 million and $0.2 million, respectively.
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5.

Property and Equipment
Property and equipment consisted of the following as of each period end:
June 30,
2017

Construction in progress
Lab equipment
Leasehold improvements
Furniture and fixtures
Computer equipment and software

$

Less accumulated depreciation and amortization
Property and equipment, net

$

December 31,
2016
(in thousands)

17,807 $
2,071
624
536
66
21,104
(817 )
20,287 $

970
1,506
580
526
66
3,648
(389 )
3,259

Property and equipment includes lab equipment, furniture and fixtures, computer equipment and software, which are depreciated over the estimated
useful lives of the assets, ranging from three to five years. Leasehold improvements are amortized over the lesser of the useful life of the leasehold
improvements or the lease term. Construction in progress represents capitalized costs for our manufacturing facility in Thousand Oaks, California.
Depreciation and amortization expense was $0.2 million and $0.1 million for the three months ended June 30, 2017 and 2016, respectively, and $0.4 million
and $0.1 million for the six months ended June 30, 2017 and 2016, respectively.
6.

License and Collaboration Agreements

MSK Agreements – In September 2014, we entered into an exclusive option agreement with MSK under which we had the right to acquire the
exclusive worldwide license rights to three clinical stage T-cell therapies from MSK. In exchange for the option, we paid $1.25 million in cash and issued
59,761 shares of our common stock to MSK. At the time of issuance, we estimated the fair value of the stock issued to MSK to be $0.75 million. The total of
$2.0 million was recorded as research and development expense in our statements of operations and comprehensive loss. In June 2015, we exercised an
option to enter into an exclusive license agreement with MSK for three clinical stage T-cell therapies. In connection with the execution of the license
agreement, we paid $4.5 million in cash to MSK, which was recorded as research and development expense in our condensed consolidated statement of
operations and comprehensive loss.
We are required to make additional payments of up to $33.0 million to MSK based on achievement of specified regulatory and sales-related
milestones, as well as mid-single-digit percentage tiered royalty payments based on future sales of products resulting from the development of the licensed
product candidates, if any. In addition, under certain circumstances, we are required to make certain minimum annual royalty payments to MSK, which are
creditable against earned royalties owed for the same annual period. We are also required to pay a low double-digit percentage of any consideration we
receive for sublicensing the licensed rights. The license agreement expires on a product-by-product and country-by-country basis on the later of:
(i) expiration of the last licensed patent rights related to each licensed product, (ii) expiration of any market exclusivity period granted by law with respect to
each licensed product, and (iii) a specified number of years after the first commercial sale of the licensed product in each country. Upon expiration of the
license agreement, Atara will retain non-exclusive rights to the licensed products.
QIMR Berghofer Agreements – In October 2015, we entered into an exclusive license agreement and a research and development collaboration
agreement with QIMR Berghofer.
Under the terms of the license agreement, we obtained an exclusive, worldwide license to develop and commercialize allogeneic cytotoxic Tlymphocyte (“CTL”) therapy programs utilizing technology and know-how developed by QIMR Berghofer. In consideration for the exclusive license, we
paid $3.0 million in cash to QIMR Berghofer, which was recorded as research and development expense in our statement of operations and comprehensive
loss in the fourth quarter of 2015. In September 2016, the exclusive license agreement and research and development collaboration agreement were amended
and restated. Under the amended and restated agreements, we obtained an exclusive, worldwide license to develop and commercialize additional CTL
programs as well as the option to license additional technology in exchange for $3.3 million in cash, which was recorded as research and development
expense in our statement of operations and comprehensive loss in the third quarter of 2016 and paid in October 2016. The amended and restated license
agreement also provides for various milestone and royalty payments to QIMR Berghofer based on future product sales, if any.
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Under the terms of the amended and restated research and development collaboration agreement, we are also required to reimburse the cost of agreedupon development activities related to programs developed under the collaboration. These payments are expensed on a straight-line basis over the related
development periods and recorded in research and development expense in our condensed consolidated statements of operations and comprehensive loss.
The agreement also provides for various milestone payments to QIMR Berghofer based on achievement of certain developmental and regulatory milestones.
Amgen License Agreements – In September 2012, we entered into license agreements with Amgen, Inc., for several molecular programs, including
PINTA745, ATA842 and STM434. In December 2015, we announced the suspension of further development of PINTA745, and in June 2016, we returned the
rights related to this and the ATA842 program to Amgen.
Milestones and royalties under each of the above agreements are contingent upon future events and will be recorded as expense when it is probable
that the milestones will be achieved or royalties are due. As of June 30, 2017 and December 31, 2016, there were no outstanding obligations for milestones
and royalties.
7.

Commitments and Contingencies

License and Collaboration Agreements
Certain potential payments related to our license and collaboration agreements, including milestone and royalty payments, are detailed in Note 6. As
the achievement of these milestones and royalties are currently not fixed and determinable, such commitments have not been included in our condensed
consolidated balance sheets.
Other Research and Development Agreements
We may enter into contracts in the normal course of business with clinical research organizations for clinical trials, with contract manufacturing
organizations for clinical supplies, and with other vendors for pre-clinical studies, supplies and other services for our operating purposes. These contracts
generally provide for termination on notice, with the exception of potential termination charges related to one of our contract manufacturing agreements in
the event certain minimum purchase volumes are not met. As of June 30, 2017 and December 31, 2016, there were no amounts accrued related to termination
charges for minimum purchase volumes not being met.
Operating Leases
We lease our corporate headquarters in South San Francisco, California under a non-cancellable lease agreement that expires in April 2021. In
connection with the lease, we were required to issue a letter of credit in the amount of $0.2 million to the landlord, which expires in December 2017 and is
classified as restricted cash in our condensed consolidated balance sheet. We also lease office space in Westlake Village, California under a lease agreement
that expires in April 2019.
Rent expense was $0.3 million and $0.3 million for the three months ended June 30, 2017 and 2016, respectively and $0.6 million and $0.6 million,
for the six months ended June 30, 2017 and 2016, respectively.
Financing Obligation—Build-to-Suit Lease
In February 2017, we entered into a lease agreement for approximately 90,580 square feet of office, lab and cellular therapy manufacturing space in
Thousand Oaks, California. The initial 15-year term of the lease commences upon the substantial completion of landlord’s work as defined under the
agreement. The contractual obligations during the initial term are $16.4 million in aggregate. We have the option to extend the lease for two additional
periods of ten and nine years, respectively, after the initial term. In connection with the lease, we were required to issue a letter of credit in the amount of $1.2
million to the landlord, which is recorded as long-term restricted cash in our condensed consolidated balance sheet.
Based on the terms of the lease agreement and due to our involvement in certain aspects of the construction, we have been deemed the owner of the
building (for accounting purposes only) during the construction period in accordance with U.S. GAAP. Under this build-to-suit lease arrangement, we
recognize construction in progress based on all construction costs incurred by both us and the landlord. We also recognize a financing obligation equal to all
costs funded by the landlord.
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As of June 30, 2017, we have recorded $10.9 million of construction in progress relating to landlord’s costs of the building incurred through that date,
and have recognized a corresponding long-term financing obligation for the same amount. In addition, we have recorded $5.9 million of construction in
progress for construction costs incurred by us and $0.1 million of capitalized interest during the construction period through June 30, 2017. Further, we
recorded ground lease expense of $80,600 and $117,300 for the three and six months ended June 30, 2017 respectively, in our condensed consolidated
statement of operations and comprehensive loss, representing the estimated cost of renting the land during the construction period.
Indemnification Agreements
In the normal course of business, we enter into contracts and agreements that contain a variety of representations and warranties and provide for
indemnification for certain liabilities. The exposure under these agreements is unknown because it involves claims that may be made against us in the future
but have not yet been made. To date, we have not paid any claims or been required to defend any action related to our indemnification obligations. However,
we may record charges in the future as a result of these indemnification obligations. We also have indemnification obligations to our directors and executive
officers for specified events or occurrences, subject to some limits, while they are serving at our request in such capacities. There have been no claims to date
and we believe the fair value of these indemnification agreements is minimal. Accordingly, we did not record liabilities for these agreements as of June 30,
2017 and December 31, 2016.
Contingencies
From time to time, we may be involved in legal proceedings, as well as demands, claims and threatened litigation, which arise in the normal course of
our business or otherwise. The ultimate outcome of any litigation is uncertain and unfavorable outcomes could have a negative impact on our results of
operations and financial condition. Regardless of outcome, litigation can have an adverse impact on us because of the defense costs, diversion of
management resources and other factors. We are not currently involved in any material legal proceedings.
8.

Stockholders’ Equity

Equity Offering
In March 2017, we entered into a sales agreement (the “ATM facility”) with Cowen and Company, LLC (“Cowen”) under which we may offer and sell,
in our sole discretion, shares of our common stock, having an aggregate offering price of up to $75.0 million through Cowen, as our sales agent. We will pay
Cowen a commission of up to 3.0% of the gross sales proceeds of any common stock sold under the ATM facility. The issuance and sale of these shares by us
pursuant to the ATM facility are deemed “at the market” offerings and are available under the Securities Act of 1933, as amended.
During the three and six-months ended June 30, 2017, we sold an aggregate of 693,989 shares of common stock under the ATM facility, at an average
price of approximately $14.13 per share, for gross proceeds of $9.8 million and net proceeds of $9.3 million, after deducting commissions and other offering
expenses. As of June 30, 2017, $65.2 million of common stock remained available to be sold under this facility, subject to certain conditions as specified in
the agreement. Additionally, in the third quarter through August 7, 2017, we sold an aggregate of 655,876 shares of common stock under the ATM facility, at
an average price of approximately $15.55 per share for gross proceeds of $10.2 million and net proceeds of $9.9 million, after deducting commissions. As of
August 7, 2017, we have sold an aggregate of 1,349,865 shares of common stock for gross proceeds of $20.0 million under this facility.
Equity Incentive Plan
Under the terms of the 2014 Equity Incentive Plan (“2014 EIP”), we may grant options, RSAs and RSUs to employees, directors, consultants and other
service providers. As of June 30, 2017, a total of 10,347,109 shares of common stock were reserved for issuance under the 2014 Plan, of which 4,175,221
shares were available for future grant and 6,171,888 shares were subject to outstanding options and RSUs.
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Restricted Stock Units
The following is a summary of RSU activity under our 2014 EIP:
RSUs
Weighted
Average
Grant Date Fair Value

Shares

Unvested as of December 31, 2016
Granted
Forfeited
Vested
Unvested as of June 30, 2017
Vested and unreleased
Outstanding as of June 30, 2017

1,286,262
782,413
(21,413 )
(245,865 )
1,801,397
17,871
1,819,268

$
$
$
$
$

16.61
15.07
15.45
12.60
16.50

The fair value of RSUs is determined as the closing stock price on the date of grant. The weighted average grant date fair value of RSUs granted was
$15.07 and $15.78 for the six months ended June 30, 2017 and 2016, respectively. As of June 30, 2017, there was $25.4 million of unrecognized stock-based
compensation expense related to RSUs that is expected to be recognized over a weighted average period of 3.0 years. The aggregate intrinsic value of the
RSUs outstanding as of June 30, 2017 was $25.5 million.
Under our RSU net settlement procedures, we withhold shares at settlement to cover the minimum payroll withholding tax obligations. During the six
months ended June 30, 2017, we settled 253,399 RSUs, of which 49,691 RSUs were net settled by withholding 21,201 shares. The value of the RSUs
withheld was $0.3 million, based on the closing price of our common stock on the settlement date. During the six months ended June 30, 2016, we settled
104,653 RSUs, of which 8,222 RSUs were net settled by withholding 3,298 shares. The value of the RSUs withheld was $53,000, based on the closing price
of our common stock on the settlement date. The value of RSUs withheld in each period was remitted to the appropriate taxing authorities and has been
reflected as a financing activity in our condensed consolidated statements of cash flows.
Stock Options
The following is a summary of stock option activity under our 2014 EIP:

Shares

Outstanding as of December 31, 2016
Granted
Exercised
Forfeited or expired
Outstanding as of June 30, 2017
Vested and expected to vest as of
June 30, 2017
Exercisable as of June 30, 2017

Weighted Average
Exercise Price

Weighted Average
Remaining
Contractual Term
(Years)

Aggregate Intrinsic
Value
(in thousands)

3,733,847
770,900
—
(152,127 )
4,352,620

$
$
$
$
$

24.14
16.53
—
29.38
22.61

5.5

$

1,389

4,352,620
1,621,134

$
$

22.61
23.94

5.5
4.9

$
$

1,389
824

Aggregate intrinsic value represents the difference between the closing stock price of our common stock on June 30, 2017 and the exercise price of
outstanding, in-the-money options. As of June 30, 2017, there was $32.7 million of unrecognized stock-based compensation expense related to stock options
that is expected to be recognized over a weighted average period of 2.6 years.
Options for 2,444 shares of our common stock were exercised during the six months ended June 30, 2016, with an intrinsic value of $17,000,
respectively. No options were exercised during the six months ended June 30, 2017. As we believe it is more likely than not that no stock option related tax
benefits will be realized, we do not record any net tax benefits related to exercised options.
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The fair value of each option issued was estimated at the date of grant using the Black-Scholes valuation model. The following table summarizes the
weighted-average assumptions used as inputs to the Black-Scholes model, and resulting weighted-average grant date fair values of stock options granted to
employees during the periods indicated:
Six months ended
June 30, 2017

Assumptions:
Expected term (years)
Expected volatility
Risk-free interest rate
Expected dividend yield
Fair Value:
Weighted-average estimated
grant date fair value per share
Options granted
Total estimated grant date fair value

Six months ended
June 30, 2016

4.5
66.0 %
1.8 %
0.0 %

$

8.89
770,900
6,853,000

$

4.5
68.9 %
1.4 %
0.0 %

$

11.04
453,600
5,006,000

$

There were no options granted to consultants in the six months ended June 30, 2017. 9,000 options were granted to consultants in the six months
ended June 30, 2016.
The estimated fair value of stock options that vested in the six months ended June 30, 2017 and 2016 was $7.4 million and $6.3 million, respectively.
Employee Stock Purchase Plan
As of June 30, 2017, there were 827,630 shares available for purchase under the 2014 Employee Stock Purchase Plan (“2014 ESPP”). The Company
recorded $0.1 million and $0.1 million of expense related to the 2014 ESPP in the six months ended June 30, 2017 and 2016, respectively. 43,962 shares
were purchased under the ESPP during the six months ended June 30, 2017. There were no purchases of shares during the six months ended June 30, 2016.
Options issued outside the 2014 EIP
During the three and six months ended June 30, 2017, we granted 130,000 options at an exercise price of $14.30 per share outside of our 2014 EIP.
These options have terms similar to the options granted under the 2014 EIP. The weighted average grant date fair value of such grant was $1.1 million. No
options were granted outside the 2014 EIP during the three and six months ended June 30, 2016.
Reserved Shares
The following shares of common stock were reserved for future issuance as of June 30, 2017:
Total Shares
Reserved

2014 Equity Incentive Plan
2014 Employee Stock Purchase Plan
Options issued outside the 2014 EIP
Total reserved shares of common stock

10,347,109
827,630
130,000
11,304,739

Stock-based Compensation Expense
Total stock-based compensation expense related to all employee and non-employee stock awards was as follows:
Three months ended June 30,
2017
2016
(in thousands)

Research and development
General and administrative
Total stock-based compensation expense

$
$

1,983
3,673
5,656
14

$
$

2,434
2,701
5,135

Six months ended June 30,
2017
2016
(in thousands)

$
$

4,124
6,879
11,003

$
$

4,681
5,179
9,860

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
You should read the following discussion and analysis of our financial condition and results of operations together with our unaudited condensed
consolidated financial statements and related notes included elsewhere in our Quarterly Report on Form 10-Q for the quarter ended June 30, 2017. This
discussion and other parts of this Quarterly Report contain forward-looking statements that involve risk and uncertainties, such as statements of our plans,
objectives, expectations and intentions. As a result of many factors, including those factors set forth in the “Risk Factors” section of this Quarterly Report,
our actual results could differ materially from the results described in or implied by the forward-looking statements contained in the following discussion
and analysis.
Overview
We are a leading cell therapy company developing novel treatments for patients with cancer and multiple sclerosis, or MS. Our “off-the-shelf”, or
allogeneic, T-cells are engineered from donors with healthy immune function and allow for delivery from inventory to patients in 3 to 5 days without a
requirement for pretreatment. Our T-cell immunotherapies are designed to precisely recognize and eliminate cancerous or diseased cells without affecting
normal, healthy cells. Our most advanced T-cell immunotherapy in development, ATA129, is being developed for the treatment of cancer patients with
rituximab-refractory Epstein-Barr virus, or EBV, associated post-transplant lymphoproliferative disorder, or EBV-PTLD, as well as other EBV positive
hematologic and solid tumors including nasopharyngeal carcinoma, or NPC. Phase 3 clinical trials of ATA129 in EBV-PTLD are expected to start in the
second half of 2017 and a Phase 1/2 clinical trial in NPC is planned for 2018. In addition, we expect to submit a conditional marketing authorization for
ATA129 in the EU in 2018. ATA188, our next generation T-cell immunotherapy for autoimmune diseases, selectively targets specific EBV antigens believed
to be important for the potential treatment of MS. A Phase 1 clinical trial of an autologous, or patient-derived, version of ATA188 in progressive forms of MS
is ongoing, and a Phase 1 allogeneic ATA188 clinical trial is expected to begin in the second half of 2017. Our clinical pipeline also includes ATA520
targeting Wilms Tumor 1, or WT1, and ATA230 directed against cytomegalovirus, or CMV.
We licensed rights to T-cell product candidates from Memorial Sloan Kettering Cancer Center, or MSK, in June 2015 and to know-how and
technology from QIMR Berghofer Medical Research Institute, or QIMR Berghofer, in October 2015 and September 2016. In connection with the license from
QIMR Berghofer, we also received an option to exclusively license the autologous version of product candidates intended for the potential treatment of EBV
related diseases, including ATA188.
Our relationship with QIMR Berghofer provides rights to know-how and a technology that is complementary to that which we licensed from MSK.
This know-how and technology is enabling the development of EBV and other virally-targeted CTLs for other indications, such as MS. We are working with
QIMR Berghofer on the development of product candidates for these new indications.
ATA129 for EBV-PTLD after HCT or SOT
Our most advanced T-cell product candidate, ATA129 (previously referred to as EBV-CTL), is currently being investigated for the treatment of EBVPTLD. In immunocompromised patients, EBV causes lymphomas and other lymphoproliferative disorders, collectively called EBV-PTLD. EBV-PTLD most
commonly affects patients after hematopoietic cell transplant, or HCT, or after solid organ transplant, or SOT. In December 2016, we announced that we had
reached agreement with the U.S. Food and Drug Administration, or FDA, on the designs of two Phase 3 trials for ATA129 intended to support approval in two
separate indications: the treatment of rituximab-refractory EBV-PTLD after HCT and after SOT.
The MATCH trial (EBV-PTLD after HCT) is designed to be a multicenter, open label, single arm trial designed to enroll approximately 35 patents with
rituximab-refractory EBV-PTLD after HCT. The ALLELE trial (EBV-PTLD after SOT) is designed to be a multicenter, open label trial with two noncomparative cohorts. Each cohort is designed to enroll approximately 35 patients. The first cohort will include patients who previously received rituximab
monotherapy, and the second cohort will include patients who previously received rituximab plus chemotherapy. Both cohorts are planned to enroll
concurrently.
The primary endpoint of both the MATCH and ALLELE trials is objective response rate, defined as the percent of patients achieving either a complete
or partial response to treatment with ATA129. Secondary endpoints for both trials include duration of response, overall survival, safety, quality of life
metrics, and other data in support of potential health economic benefits. The trials are expected to open initially in the United States and later expand to
include ex-U.S. sites.
In addition, in June 2016, we opened a multicenter expanded access protocol, or EAP, trial to provide access to ATA129 treatment and collect
additional safety data while the medication is not commercially available or available to patients through another protocol. The trial is open to patients
with EBV-associated viremia or certain malignancies for whom there are no appropriate alternative treatment options.
15

Manufacture of ATA129 to support Phase 3 clinical trials is ongoing and continuing as planned. We are currently generating comparability data using
our refined assays and cell lines produced by our contract manufacturing organization. Atara expects to initiate two Phase 3 clinical trials with ATA129 in
EBV-PTLD in the second half of 2017 following completion of comparability testing and submission of the data to the FDA.
In clinical trials that enrolled patients with EBV-PTLD following HCT or SOT, efficacy following treatment with ATA129 compared favorably with
historical data in these patient populations. In rituximab-refractory patients with EBV-PTLD after HCT, treatment with ATA129 resulted in one-year overall
survival of approximately 60% in two separate clinical trials in comparison with historical data where median survival, or the time by which 50% of patients
had died, was 16-56 days. In the setting of rituximab-refractory EBV-PTLD after SOT, similar results were observed, with one-year overall survival of
approximately 60% in ATA129-treated patients in comparison with an expected historical one-year survival of 36% in patients with high risk disease similar
to the patients treated in the trials. In February 2015, the FDA granted breakthrough therapy designation for ATA129 in the treatment of rituximabrefractory EBV-PTLD after HCT. Breakthrough therapy designation is an FDA process designed to accelerate the development and review of drugs intended
to treat a serious condition when early trials show that the drug may be substantially better than current treatment. In February 2016, the FDA granted orphan
drug designation for ATA129 for the treatment of patients with EBV-PTLD after HCT or SOT.
We are also pursuing marketing approval of ATA129 in the European Union, or EU. In March 2016, the EMA issued a positive opinion for orphan
drug designation for ATA129 for the treatment of patients with EBV-PTLD. In October 2016, the EMA Committee for Medicinal Products for Human Use, or
CHMP, and Committee for Advanced Therapies, or CAT, granted access to the EMA’s newly established Priority Medicines, or PRIME, regulatory initiative
for ATA129 for the treatment of patients with rituximab-refractory EBV-PTLD following HCT. PRIME provides early enhanced regulatory support to
facilitate regulatory applications and accelerate the review of medicines that address a high unmet need. In January 2017, we announced that pursuant to
parallel scientific advice from the EMA’s Scientific Advice Working Group and several national Health Technology Assessment, or HTA, agencies in the EU,
in 2018 we plan to submit an application for Conditional Marketing Authorization, or CMA, of ATA129 in the treatment of patients with rituximabrefractory EBV-PTLD following HCT. The CMA will be based on clinical data from Phase 1 and 2 trials conducted at MSK and supported by available data
from our Phase 3 trials in rituximab-refractory EBV-PTLD after HCT and SOT, which will be ongoing at the time of filing.
ATA129 for Nasopharyngeal Carcinoma
In April 2017, we entered into an agreement where Merck (known as Merck Sharp & Dohme or MSD outside the United States and Canada) will
provide drug supply for a trial sponsored and conducted by Atara to evaluate ATA129 in combination with Merck’s anti-PD-1 (programmed death receptor-1)
therapy, KEYTRUDA® (pembrolizumab), in patients with platinum resistant or recurrent EBV-associated NPC. The Phase 1/2 trial will evaluate the safety,
pharmacokinetics, pharmacodynamics, and preliminary efficacy of the combination and is planned for initiation in 2018.
Other T-Cell Programs
ATA188 for Multiple Sclerosis
ATA188, our next generation T-cell immunotherapy for autoimmune diseases, selectively targets specific EBV antigens we believe to be important for
the potential treatment of MS. ATA188 has the potential to precisely recognize and eliminate EBV-infected B-cells and plasma cells in the central nervous
system that may catalyze autoimmune responses and MS pathophysiology.
Our collaborator, QIMR Berghofer, is currently conducting a Phase 1 trial utilizing autologous ATA188 for the treatment of patients with either
primary or secondary MS. We have an exclusive option to license this program from QIMR Berghofer.
The Phase 1 trial is designed to enroll ten patients, including five with primary progressive MS, or PPMS, and five with secondary progressive MS, or
SPMS. In this trial, patients receive four escalating doses of autologous ATA188 over six weeks and are followed for an additional 20 weeks after the last
dose. The objectives of the trial are first, to assess the safety and tolerability of autologous ATA188 in patients with progressive MS; second, to document
preliminary evidence of efficacy through the evaluation of both clinically measured and patient reported changes in MS symptoms during and following
treatment; and third, to generate autologous ATA188 at clinical scale from the blood of patients with progressive MS.
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Our collaborating investigators at QIMR Berghofer and the University of Queensland reported interim results from this trial at the 69th American
Institute of Neurology Annual Meeting in Boston, Massachusetts in April 2017. Dr. Michael Pender, M.D., an honorary senior principal research fellow at
QIMR Berghofer, and his colleagues reported the following interim clinical results from the trial:
•

Six patients were treated to date – four with SPMS, two with PPMS.

•

Three of six patients, including two with SPMS and one with PPMS, experienced improvements in MS symptoms as measured by patient
reported and objective clinical evaluations that correlated with the EBV reactivity of ATA188.

•

All three patients with observed clinical improvement showed demonstrated improvement two to eight weeks after initiation of T-cell therapy,
including reductions in fatigue and gains in quality of life, ability to perform activities of daily living, and manual dexterity.

Updated results from the clinical trial, as well as new results characterizing the molecular signature of EBV in MS brain lesions, are expected to be
presented at MSParis2017 Congress, the 7th Joint Meeting of the European Committee for Treatment and Research in Multiple Sclerosis (ECTRIMS) and the
Americas Committee for Treatment and Research in Multiple Sclerosis (ACTRIMS) in Paris, France.
Based on FDA discussions, we are on track to initiate a Phase 1 trial utilizing allogeneic ATA188 in patients with MS in the second half of 2017. We
look forward to additional development with both the autologous and allogeneic versions of ATA188 to further evaluate the potential therapeutic utility of
targeting EBV in the treatment of MS.
ATA520 for Hematologic Malignancies
Our third T-cell product candidate, ATA520, targets cancers expressing the antigen Wilms Tumor 1, or WT1, and is currently in Phase 1 clinical trials.
WT1 is an intracellular protein that is overexpressed in a number of cancers, including multiple myeloma, or MM. MSK has two ongoing Phase 1 clinical
trials evaluating ATA520. The first trial is a dose escalation trial of ATA520 for residual or relapsed leukemia after HCT. The second trial is a dose escalation
trial of ATA520 following T-cell depleted HCT for patients with relapsed or refractory MM, including plasma cell leukemia, or PCL. Given the advances of
our EBV-related pipeline programs in NPC and MS, as well as the opportunity to pursue a conditional marketing authorization in the EU for ATA129, we
expect to initiate an additional clinical trial with ATA520 following the further clinical and regulatory advancement of ATA129 and ATA188.
ATA230 for CMV Viremia
Our fourth T-cell product candidate, ATA230, which is a third-party derived cytomegalovirus, or CMV, CTL, is in Phase 2 clinical trials for refractory
CMV infection that occurs in some patients who have received an HCT or SOT or are otherwise immunocompromised. We met with the FDA for an end of
Phase 2 meeting to discuss late stage development of ATA230 for the treatment of anti-viral refractory or resistant CMV infection following either HCT or
SOT. Given the opportunity to pursue a CMA in the EU for ATA129, we have decided to prioritize our EBV related programs ahead of ATA230 at this time,
and plan to further evaluate ATA230 Phase 3 trial designs following the initiation of our ATA129 Phase 3 trials.
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Financial Overview
We have a limited operating history. Since our inception in 2012, we have devoted substantially all of our resources to identify, acquire and develop
our product candidates, including conducting preclinical studies and clinical trials and providing general and administrative support for these operations.
We have never generated revenues and have incurred losses since inception. We do not expect to receive any revenues from any product candidates
that we develop until we obtain regulatory approval and commercialize our products or enter into collaborative agreements with third parties.
Our net loss was $53.1 million for the six months ended June 30, 2017, and as of June 30, 2017, we had an accumulated deficit of $230.2 million.
Substantially all of our net losses have resulted from costs incurred in connection with our research and development programs and from general and
administrative expenses associated with our operations. As of June 30, 2017, our cash, cash equivalents and short-term investments totaled $216.9 million,
which we intend to use to fund our operations.
Research and Development Expenses
The largest component of our total operating expenses since inception has been our investment in research and development activities, including the
preclinical and clinical development of our product candidates. Research and development expenses consist primarily of compensation and benefits for
research and development employees, including stock-based compensation; expenses incurred under agreements with contract research organizations and
investigative sites that conduct clinical trials and preclinical studies; the costs of acquiring and manufacturing clinical trial materials and other supplies;
payments under licensing and research and development agreements; other outside services and consulting costs; and an allocation of facilities, information
technology and overhead expenses. Research and development costs are expensed as incurred.
We plan to increase our research and development expenses as we continue the development of our product candidates. Our current planned research
and development activities include the following:
•

initiating and enrolling patients in ATA129 Phase 3 clinical trials for the treatment of EBV-PTLD after HCT and SOT;

•

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

•

continuing development of autologous ATA188 and initiation of the Phase 1 trial of allogeneic ATA188 in MS;

•

continuing development of ATA520 for the treatment of hematologic malignancies, including PCL;

•

continuing to develop other product candidates; and

•

leveraging our relationships and experience to in-license or acquire additional product candidates or technologies.

In addition, we believe it is important to invest in the development of new product candidates to continue to build the value of our product candidate
pipeline and our business. We plan to continue to advance our most promising early product candidates into preclinical development with the objective to
advance these early-stage programs to human clinical trials over the next several years.
Our expenditures on current and future preclinical and clinical development programs are subject to numerous uncertainties in timing and cost to
completion. The duration, costs, and timing of clinical trials and development of our product candidates will depend on a variety of factors, including:
•

the availability of qualified drug supply for use in our planned Phase 3 or other clinical trials;

•

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

•

future clinical trial results;

•

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

•

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

•

significant and changing government regulation; and

•

the timing and receipt of any regulatory approvals.
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The process of conducting the necessary clinical research to obtain FDA approval is costly and time consuming and the successful development of our
product candidates is highly uncertain. The risks and uncertainties associated with our research and development projects are discussed more fully in the
section of this report titled “1A. Risk Factors.” As a result of these risks and uncertainties, we are unable to determine with any degree of certainty the
duration and completion costs of our research and development projects, or if, when, or to what extent we will generate revenues from the commercialization
and sale of any of our product candidates that obtain regulatory approval. We may never succeed in achieving regulatory approval for any of our product
candidates.
General and Administrative Expenses
General and administrative expenses consist primarily of compensation and benefits for general and administrative employees, including stock-based
compensation; outside professional service costs, including legal, patent, human resources, audit and accounting services; other outside services and
consulting costs; and allocated information technology and facilities costs. We anticipate that our general and administrative expenses will continue to
increase in the future as we increase our headcount to support our continued research and development and the potential commercialization of one or more of
our product candidates.
Interest and Other Income, net
Interest and other income, net consists primarily of interest earned on our cash, cash equivalents and short-term investments.
Critical Accounting Policies and Significant Judgments and Estimates
There have been no significant changes during the six months ended June 30, 2017 to our critical accounting policies and significant judgments and
estimates as disclosed in our management’s discussion and analysis of financial condition and results of operations included in our Annual Report on Form
10-K for the year ended December 31, 2016.
Emerging Growth Company Status
We are an “emerging growth company” as defined in the JOBS Act, and therefore we may take advantage of certain exemptions from various public
company reporting requirements. As an “emerging growth company”,
•

we will avail ourselves of the exemption from the requirement to obtain an attestation and report from our auditors on the assessment of our
internal control over financial reporting pursuant to the Sarbanes-Oxley Act;

•

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

•

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

However, we are choosing to irrevocably opt out of the extended transition periods available under the JOBS Act for complying with new or revised
accounting standards. We will remain an “emerging growth company” for up to five years from the date of our initial public offering, although we will cease
to be an “emerging growth company” upon the earliest of: (1) December 31, 2019; (2) the last day of the first fiscal year in which our annual gross revenues
are $1 billion or more; (3) the date on which we have, during the previous rolling three-year period, issued more than $1 billion in non-convertible debt
securities; and (4) the date on which we are deemed to be a “large accelerated filer” as defined in the Securities Exchange Act of 1934, as amended (the
“Exchange Act”).
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Results of Operations
Comparison of the Three and Six Months Ended June 30, 2017 and 2016
Research and development expenses
Research and development expenses consisted of the following costs, by program, in the periods presented:
Three months ended June 30,
2017
2016
(in thousands)

ATA129 (formerly EBV-CTL)
ATA230 (formerly CMV-CTL)
T-cell manufacturing and other program-related
STM 434 and other molecular programs
Employee and overhead costs
Total research and development

$

$

3,956
444
4,918
109
8,869
18,296

$

1,362
359
4,321
551
6,398
12,991

$

Increase
(Decrease)

$

$

Six months ended June 30,
2017
2016
(in thousands)

2,594 $
85
597
(442 )
2,471
5,305 $

7,750
1,352
9,466
211
17,058
35,837

$

3,352
374
7,501
921
12,090
24,238

$

Increase
(Decrease)

$

$

4,398
978
1,965
(710 )
4,968
11,599

ATA129 costs were $4.0 million and $7.8 million in the three and six months ended June 30, 2017, as compared to $1.4 million and $3.4 million in
the comparative 2016 periods. The increases between the periods were primarily due to manufacturing and outside service costs related to the preparation for
the two Phase 3 clinical trials of ATA129 in EBV-PTLD and ongoing costs for our ATA129 EAP clinical trial, which was initiated in mid-2016. We anticipate
that ATA129 costs will continue to increase during the remainder of 2017 due to preparation for and initiation of two Phase 3 clinical trials for this product
candidate in the second half of 2017.
ATA230 costs were $0.4 million and $1.4 million in the three and six months ended June 30, 2017, as compared to $0.4 million and $0.4 million in
the comparative 2016 periods. The increases between the periods were primarily related to manufacturing and outside services costs associated with the
anticipated EAP clinical trial for this product candidate.
T-cell manufacturing and other program-related expenses were $4.9 million and $9.5 million in the three and six months ended June 30, 2017, as
compared to $4.3 million and $7.5 million in the comparative 2016 periods. The increases between the periods were primarily due to increased general
manufacturing activity for our product candidates and costs associated with our collaboration with QIMR Berghofer. We anticipate that T-cell manufacturing
and other program-related expenses will continue to increase during the remainder of 2017 due to an increase in manufacturing activity, the continued
development of our manufacturing processes, and the development of products obtained from our collaboration with QIMR Berghofer.
STM434 and other molecular program costs were $0.1 million and $0.2 million in the three and six months ended June 30, 2017, as compared to $0.6
million and $0.9 million in the comparative 2016 periods. The decreases between the periods were primarily due to a de-prioritization of the STM434
program following completion of the dose escalation portion of the Phase 1 clinical trial in 2016. We anticipate that STM434 and other molecular program
costs will decrease further in 2017 as we prioritize the development of our T-cell product candidates.
Employee and overhead costs were $8.9 million and $17.1 million in the three and six months ended June 30, 2017, as compared to $6.4 million and
$12.1 million in the comparative 2016 periods. The increases between the periods were primarily a result of higher payroll and related costs from increased
headcount, and increases in allocated facilities, information technology and overhead expenses in support of our continuing expansion of research and
development activities. We anticipate that employee and overhead costs will continue to increase in future periods as we continue to expand our research and
development activities.
General and administrative expenses
Three months ended June 30,
2017
2016
(in thousands)

General and administrative

$

9,613

$

6,494
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Increase
(Decrease)

$

3,119

Six months ended June 30,
2017
2016
(in thousands)

$

18,233

$

12,308

Increase
(Decrease)

$

5,925

General and administrative expenses increased to $9.6 million and $18.2 million in the three and six months ended June 30, 2017, as compared to
$6.5 million and $12.3 million in the comparative 2016 periods. The increases between the three month periods were primarily due to a $1.5 million increase
in payroll and related costs driven by increased headcount, a $1.0 million increase in stock-based compensation expense driven by new award grants, and a
$0.7 million increase in professional services costs. The increases between the six month periods were primarily due to a $2.3 million increase in payroll and
related costs driven by increased headcount, a $1.7 million increase in stock-based compensation expense driven by new award grants, and a $1.9 million
increase in professional services costs. We expect that general and administrative costs will continue to increase in 2017 as we continue to expand our
operations.
Liquidity and Capital Resources
Sources of Liquidity
Since our inception in 2012, we have funded our operations primarily through the issuance of common and preferred stock. In October 2014, we
completed our initial public offering and received net proceeds of $56.5 million. In February 2015, we completed a follow-on offering and received net
proceeds of $69.5 million and in July 2015, we completed a follow-on offering and received net proceeds of $193.9 million.
In March 2017, we entered into a sales agreement (the “ATM facility”) with Cowen and Company, LLC (“Cowen”) under which we may offer and sell,
in our sole discretion, shares of our common stock, having an aggregate offering price of up to $75.0 million through Cowen, as our sales agent. We will pay
Cowen a commission of up to 3.0% of the gross sales proceeds of any common stock sold under the ATM facility. The issuance and sale of these shares by us
pursuant to the ATM facility are deemed “at the market” offerings and are available under the Securities Act of 1933, as amended.
During the three and six-months ended June 30, 2017, we sold an aggregate of 693,989 shares of common stock under the ATM facility, at an average
price of approximately $14.13 per share for gross proceeds of $9.8 million and net proceeds of $9.3 million, after deducting commissions and other offering
expenses. As of June 30, 2017, $65.2 million of common stock remained available to be sold under this facility, subject to certain conditions as specified in
the agreement. Additionally, in the third quarter through August 7, 2017, we sold an aggregate of 655,876 shares of common stock under the ATM facility, at
an average price of approximately $15.55 per share for gross proceeds of $10.2 million and net proceeds of $9.9 million, after deducting commissions. As of
August 7, 2017, we have sold aggregate of 1,349,865 shares of common stock for gross proceeds of $20.0 million under this facility.
We have incurred losses and negative cash flows from operations in each year since inception. As of June 30, 2017, we had an accumulated deficit of
$230.2 million. It will be several years, if ever, before we have a product candidate ready for commercialization, and we anticipate that we will continue to
incur losses for at least the next several years. We expect that our research and development and general and administrative expenses will continue to
increase and, as a result, we will need additional capital to fund our operations, which we may raise through a combination of equity offerings, debt
financings, other third-party funding, marketing and distribution arrangements and other collaborations, strategic alliances and licensing arrangements.
Cash in excess of immediate requirements is invested in accordance with our investment policy, primarily with a view to liquidity and capital
preservation. Currently, our cash, cash equivalents and short-term investments are held in bank and custodial accounts and consist of money market funds,
U.S. Treasury, government agency and corporate debt obligations, commercial paper and asset-backed securities. For the remainder of 2017 and early 2018,
we expect to spend approximately $43.1 million of cash to build-out our office, lab and cellular therapy manufacturing space in Thousand Oaks, California.
Management expects that existing cash, cash equivalents and short-term investments as of June 30, 2017 will be sufficient to fund our planned operations
into the first quarter of 2019.
Our cash, cash equivalents and short-term investments balances as of the dates indicated were as follows:
June 30,
2017

Cash and cash equivalents
Short-term investments
Total cash, cash equivalents and short-term investments

$
$
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December 31,
2016
(in thousands)

64,237
152,659
216,896

$
$

47,968
207,714
255,682

Cash Flows
Comparison of the Six Months Ended June 30, 2017 and 2016
The following table details the primary sources and uses of cash for each of the periods set forth below:
Six months ended June 30,
2017
2016
(in thousands)

Net cash provided by (used in):
Operating activities
Investing activities
Financing activities
Effect of exchange rates on cash
Net increase (decrease) in cash and cash equivalents

$

$

(42,335 ) $
49,124
9,480
16,269 $

(23,279 )
25,917
(24 )
(4 )
2,610

Operating activities
Net cash used in operating activities was $42.3 million in the 2017 period as compared to $23.3 million in the 2016 period. The increase of $19.0
million was primarily due to an $17.6 million increase in net loss, a $1.8 million decrease in the amortization of investment premiums and discounts, and a
$1.1 million decrease in operating assets and liabilities, partially offset by a $1.2 million increase in stock-based compensation and a $0.3 million increase in
depreciation expense.
Investing activities
Net cash provided by investing activities in the 2017 period consisted primarily of $115.4 million received from maturities and $51.7 million from
sales of available-for-sale securities, partially offset by $112.4 million used to purchase available-for-sale securities, $4.3 million in purchases of property and
equipment and a $1.2 million investment in restricted cash. Net cash provided by investing activities during the 2016 period consisted primarily of $118.3
million received from maturities and $95.3 million from sales of available-for-sale securities, partially offset by $186.0 million used to purchase availablefor-sale securities.
Financing activities
Net cash provided by financing activities in the 2017 period consisted of $9.3 million of net proceeds from the ATM facility and $0.5 million of net
proceeds from employee stock transactions, partially offset by $0.3 million of taxes paid related to the net share settlement of restricted stock. Net cash used
in the 2016 period was $24,000.
Operating Capital Requirements and Plan of Operations
To date, we have not generated any revenue from product sales. We do not know when, or if, we will generate any revenue from product sales. We do
not expect to generate significant revenue from product sales unless and until we obtain regulatory approval of and commercialize one of our current or
future product candidates. We anticipate that we will continue to generate losses for the foreseeable future, and we expect the losses to increase as we
continue the development of and seek regulatory approvals for our product candidates, and begin to commercialize any approved products. We are subject to
all of the risks inherent in the development of new products, and we may encounter unforeseen expenses, difficulties, complications, delays and other
unknown factors that may adversely affect our business. We anticipate that we will need to raise substantial additional funding in connection with our
continuing operations.
We expect that our existing cash, cash equivalents and short-term investments will be sufficient to fund our planned operations into the first quarter of
2019. In order to complete the process of obtaining regulatory approval for our lead product candidate and to build the sales, marketing and distribution
infrastructure that we believe will be necessary to commercialize our lead product candidate, if approved, we will require substantial additional funding.
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We have based our projections of operating capital requirements on assumptions that may prove to be incorrect and we may use all of our available
capital resources sooner than we expect. Because of the numerous risks and uncertainties associated with research, development and commercialization of
pharmaceutical products, we are unable to estimate the exact amount of our operating capital requirements. Our future funding requirements will depend on
many factors, including, but not limited to:
•

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

•

our success in establishing and scaling commercial manufacturing capabilities;

•

the number and characteristics of product candidates that we pursue;

•

the outcome, timing and costs of seeking regulatory approvals;

•

subject to receipt of regulatory approval, costs associated with the commercialization of our product candidates and the amount of revenues
received from commercial sales of our product candidates;

•

the terms and timing of any future collaborations, licensing, consulting or other arrangements that we may establish;

•

the amount and timing of any payments we may be required to make in connection with the licensing, filing, prosecution, maintenance,
defense and enforcement of any patents or patent applications or other intellectual property rights;

•

the extent to which we in-license or acquire other products and technologies; and

•

the timing of capital expenditures.

Off-Balance Sheet Arrangements
We did not have during the periods presented, and we do not currently have, any off-balance sheet arrangements, as defined in the rules and
regulations of the SEC.
Contractual Obligations and Commitments
Future minimum payments under our operating leases as of June 30, 2017 were $3.1 million.
In addition, in February 2017, we entered into a lease agreement for approximately 90,580 square feet of office, lab and cellular therapy manufacturing
space in Thousand Oaks, California. The initial 15-year term of the lease commences upon the substantial completion of landlord’s work as defined under
the agreement. The aggregate contractual obligations during the initial term are $16.4 million. We have the option to extend the lease for two additional
periods of ten and nine years, respectively, after the initial term. We are accounting for this lease under build to suit accounting guidance.
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Item 3. Quantitative and Qualitative Disclosures about Market Risk
During the six months ended June 30, 2017, there were no material changes to our interest rate risk disclosures, market risk disclosures and foreign
currency exchange rate risk disclosures reported in our Annual Report on Form 10-K for the year ended December 31, 2016.
Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures
Under the supervision of our Chief Executive Officer and Chief Financial Officer, we evaluated the effectiveness of our disclosure controls and
procedures, as defined in Rules 13a-15(e) of the Exchange Act as of June 30, 2017. Based on that evaluation, our Chief Executive Officer and Chief
Financial Officer have concluded that our disclosure controls and procedures were effective as of June 30, 2017 to ensure that information required to be
disclosed by us in the reports we file or submit under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in
the SEC’s rules and forms, and that such information is accumulated and communicated to our management, including our Chief Executive Officer and Chief
Financial Officer, as appropriate to allow timely discussion regarding required disclosure. In designing and evaluating our disclosure controls and
procedures, management recognizes that any disclosure controls and procedures, no matter how well designed and operated, can provide only reasonable
assurance of achieving the desired control objectives. In addition, the design of disclosure controls and procedures must reflect the fact that there are resource
constraints and that management is required to apply its judgment in evaluating the benefits of possible controls and procedures relative to their costs.
Inherent Limitations on Controls and Procedures
Our management, including our Chief Executive Officer and our Chief Financial Officer and Principal Accounting Officer, does not expect that our
disclosure controls and procedures and our internal controls will prevent all error and all fraud. A control system, no matter how well designed and operated,
can only provide reasonable assurances that the objectives of the control system are met. The design of a control system reflects resource constraints; the
benefits of controls must be considered relative to their costs. Because there are inherent limitations in all control systems, no evaluation of controls can
provide absolute assurance that all control issues and instances of fraud, if any, within the Company have been or will be detected. As these inherent
limitations are known features of the financial reporting process, it is possible to design into the process safeguards to reduce, though not eliminate, these
risks. These inherent limitations include the realities that judgments in decision-making can be faulty and that breakdowns occur because of simple error or
mistake. Controls can be circumvented by the individual acts of some persons, by collusion of two or more people, or by management override of the control.
The design of any system of controls is based in part upon certain assumptions about the likelihood of future events. While our disclosure controls and
procedures are designed to provide reasonable assurance of achieving their objectives, there can be no assurance that any design will succeed in achieving its
stated goals under all future conditions. Over time, controls may become inadequate because of changes in conditions or deterioration in the degree of
compliance with the policies or procedures. Because of the inherent limitations in a cost-effective control system, misstatements due to error or fraud may
occur and not be detected.
We intend to review and evaluate the design and effectiveness of our disclosure controls and procedures on an ongoing basis and to improve our
controls and procedures over time and to correct any deficiencies that we may discover in the future. While our Chief Executive and Financial Officer and
Principal Accounting Officer have concluded that, as of June 30, 2017, the design of our disclosure controls and procedures, as defined in Rule 13a-15(e)
under the Exchange Act, was effective, future events affecting our business may cause us to significantly modify our disclosure controls and procedures.
Changes in Internal Control over Financial Reporting
There was no change in our internal control over financial reporting identified in connection with the evaluation required by Rules 13a-15(d) and
15d-15(d) of the Exchange Act that occurred during the three months ended June 30, 2017 that has materially affected, or is reasonably likely to materially
affect, our internal control over financial reporting.
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PART II. OTHER INFORMATION
Item 1. Legal Proceedings
None.
Item 1A. Risk Factors
Investing in our common stock involves a high degree of risk. You should carefully consider all of the risk factors and uncertainties described below,
in addition to the other information contained in this Annual Report on Form 10-Q, including the section of this report titled “Management’s Discussion
and Analysis of Financial Condition and Results of Operations” and our consolidated and combined financial statements and related notes, before
investing in our common stock. If any of the following risks materialize, our business, financial condition and results of operations could be seriously
harmed. In these circumstances, the market price of our common stock could decline, and you may lose all or a part of your investment. We have marked with
an asterisk (*) those risk factors that reflect substantive changes from the risk factors included in our previously filed Annual Report on Form 10-K for the
year ended December 31, 2016.
Risks Related to Our Financial Results and Capital Needs
*We have incurred substantial losses since our inception and anticipate that we will continue to incur substantial and increasing losses for the foreseeable
future.
We are a clinical-stage biopharmaceutical company. Investment in biopharmaceutical product development is highly speculative because it entails
substantial upfront capital expenditures and significant risk that a product candidate will fail to prove effective, gain regulatory approval or become
commercially viable. We do not have any products approved by regulatory authorities and have not generated any revenues from product sales to date, and
have incurred significant research, development and other expenses related to our ongoing operations and expect to continue to incur such expenses. As a
result, we have not been profitable and have incurred significant operating losses in every reporting period since our inception. For the six months ended
June 30, 2017, we reported a net loss of $53.1 million and we had an accumulated deficit of $230.2 million as of June 30, 2017.
We do not expect to generate revenues for many years, if at all. We expect to continue to incur significant expenses and operating losses for the
foreseeable future. We anticipate these losses to increase as we continue to research, develop and seek regulatory approvals for our product candidates and
any additional product candidates we may acquire, and potentially begin to commercialize product candidates that may achieve regulatory approval. We
may encounter unforeseen expenses, difficulties, complications, delays and other unknown factors that may adversely affect our business. The size of our
future net losses will depend, in part, on the rate of future growth of our expenses and our ability to generate revenues. If any of our product candidates fails in
clinical trials or does not gain regulatory approval, or if approved, fails to achieve market acceptance, we may never become profitable. Even if we achieve
profitability in the future, we may not be able to sustain profitability in subsequent periods. We anticipate that our expenses will increase in the future as we
continue to invest in research and development of our existing product candidates, investigate and potentially acquire new product candidates and expand
our manufacturing and commercialization activities.
We have a limited operating history, which may make it difficult for you to evaluate the success of our business to date and to assess our future viability.
Our company was formed in August 2012. Our operations to date have been limited to organizing and staffing our company, acquiring product and
technology rights and conducting product development activities for our product candidates. We have not yet demonstrated our ability to successfully
complete any Phase 2 or Phase 3 clinical trials, obtain regulatory approval, manufacture a commercial scale product or arrange for a third party to do so on
our behalf, or conduct sales and marketing activities necessary for successful commercialization for any of our product candidates. In addition, the adoptive
immunotherapy technology underlying our T-cell product candidates is new and largely unproven. Any predictions about our future success, performance or
viability, particularly in view of the rapidly evolving cancer immunotherapy field, may not be as accurate as they could be if we had a longer operating
history or approved products on the market.
In addition, as a young business, we may encounter unforeseen expenses, difficulties, complications, delays and other known and unknown factors.
We will need to transition at some point from a company with a research and development focus to a company capable of supporting commercial activities.
We may not be successful in such a transition. We expect our financial condition and operating results to continue to fluctuate significantly from quarter to
quarter and year to year due to a variety of factors, many of which are beyond our control. Accordingly, any of our quarterly or annual periods’ results are not
indicative of future operating performance.
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We currently have no source of revenues. We may never generate revenues or achieve profitability.
To date, we have not generated any revenues from product sales or otherwise. Even if we are able to successfully achieve regulatory approval for our
product candidates, we do not know when we will generate revenues or become profitable, if at all. Our ability to generate revenues from product sales and
achieve profitability will depend on our ability to successfully commercialize products, including any of our current product candidates, and other product
candidates that we may develop, in-license or acquire in the future. Our ability to generate revenues and achieve profitability also depends on a number of
additional factors, including our ability to:
•

successfully complete development activities, including the necessary clinical trials;

•

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

•

complete and submit applications to, and obtain regulatory approval from, foreign regulatory authorities in Europe, Asia and other
jurisdictions;

•

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

•

set commercially viable prices for our products, if any;

•

establish and maintain supply and manufacturing relationships with reliable third parties and/or build our own manufacturing facility and
ensure adequate, legally globally compliant manufacturing of bulk drug substances and drug products to maintain that supply;

•

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

•

develop commercial quantities of our products at acceptable cost levels;

•

achieve market acceptance of our products, if any;

•

attract, hire and retain qualified personnel;

•

protect our rights in our intellectual property portfolio;

•

develop a commercial organization capable of sales, marketing and distribution for any products we intend to sell ourselves in the markets in
which we choose to commercialize on our own; and

•

find suitable distribution partners to help us market, sell and distribute our approved products in other markets.

Our revenues for any product candidate for which regulatory approval is obtained will be dependent, in part, upon the size of the markets in the
territories for which we gain regulatory approval, the accepted price for the product, the ability to get reimbursement at any price, and whether we own the
commercial rights for that territory. If the number of our addressable disease patients is not as significant as we estimate, the indication approved by
regulatory authorities is narrower than we expect, or the reasonably accepted population for treatment is narrowed by competition, physician choice or
treatment guidelines, we may not generate significant revenues from sales of such products, even if approved. In addition, we anticipate incurring significant
costs associated with commercializing any approved product candidate. As a result, even if we generate revenues, we may not become profitable and may
need to obtain additional funding to continue operations. If we fail to become profitable or are unable to sustain profitability on a continuing basis, then we
may be unable to continue our operations at planned levels and may be forced to reduce our operations.
*We will require substantial additional financing to achieve our goals, and a failure to obtain this necessary capital when needed could force us to delay,
limit, reduce or terminate our product development or commercialization efforts.
We expect to expend substantial resources for the foreseeable future to continue the clinical development and manufacturing of T-cell product
candidates, and the advancement and expansion of our preclinical research pipeline. We also expect to continue to expend resources for the development and
manufacturing of product candidates and the technology we have licensed or have an exclusive right to license from QIMR Berghofer, including ATA 188,
which is in development for the treatment of MS. These expenditures will include costs associated with research and development, potentially acquiring new
product candidates or technologies, conducting preclinical studies and clinical trials and potentially obtaining regulatory approvals and manufacturing
products, as well as marketing and selling products approved for sale, if any. Under the terms of our license agreement with MSK and QIMR, we are obligated
to make payments upon the achievement of certain development, regulatory and commercial milestones. In addition, other unanticipated costs may arise.
Because the design and outcome of our planned and anticipated clinical trials is highly uncertain, we cannot reasonably estimate the actual amounts
necessary to successfully complete the development and commercialization of our product candidates.
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Our future capital requirements depend on many factors, including:
•

the scope, progress, results and costs of researching and developing our product candidates, and conducting preclinical studies and clinical
trials;

•

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

•

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

•

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

•

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

•

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

•

the costs involved in preparing, filing, prosecuting, maintaining, expanding, defending and enforcing patent claims, including litigation costs
and the outcome of such litigation;

•

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

•

the emergence of competing technologies or other adverse market developments.

We believe that our existing cash, cash equivalents and short-term investments will be sufficient to fund our planned operations into the first quarter
of 2019. As of June 30, 2017, we had total cash, cash equivalents and short-term investments of $216.9 million. However, our operating plan may change as a
result of many factors currently unknown to us, and we may need additional funds sooner than planned. In addition, we may seek additional capital due to
favorable market conditions or strategic considerations even if we believe we have sufficient funds for our current or future operating plans. We do not have
any committed external source of funds. Additional funds may not be available when we need them on terms that are acceptable to us, or at all. If adequate
funds are not available to us on a timely basis, we may be required to delay, limit, reduce or terminate preclinical studies, clinical trials or other development
activities for one or more of our product candidates or delay, limit, reduce or terminate our establishment of sales and marketing capabilities or other
activities that may be necessary to commercialize our product candidates.
Raising additional capital may cause dilution to our existing stockholders, restrict our operations or require us to relinquish rights to our product
candidates on unfavorable terms to us.
We may seek additional capital through a variety of means, including through private and public equity offerings and debt financings. To the extent
that we raise additional capital through the sale of equity or convertible debt securities, your ownership interest will be diluted, and the terms may include
liquidation or other preferences that adversely affect your rights as a stockholder. Debt financing, if available, may involve agreements that include
covenants limiting or restricting our ability to take certain actions, such as incurring additional debt, making capital expenditures, entering into licensing
arrangements, or declaring dividends. If we raise additional funds from third parties, we may have to relinquish valuable rights to our technologies or product
candidates, or grant licenses on terms that are not favorable to us. If we are unable to raise additional funds through equity or debt financing when needed, we
may be required to delay, limit, reduce or terminate our product development or commercialization efforts for our product candidates, or grant to others the
rights to develop and market product candidates that we would otherwise prefer to develop and market ourselves.
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Risks Related to the Development of Our Product Candidates
We are very early in our development efforts and have only four product candidates in clinical development. All of our other product candidates are still in
preclinical development. If we or our collaborators are unable to successfully develop and commercialize product candidates or experience significant
delays in doing so, our business may be materially harmed.
We are very early in our development efforts, and only four of our product candidates are in clinical development. All of our other product candidates
are currently in preclinical development. We have invested substantially all of our efforts and financial resources in identifying and developing potential
product candidates and conducting preclinical studies, clinical trials and manufacturing activities. Our ability to generate revenues, which we do not expect
will occur for many years, if ever, will depend heavily on the successful development and eventual commercialization of our product candidates. The success
of our product candidates will depend on several factors, including the following:
•

completion of preclinical studies and clinical trials with positive results;

•

receipt of regulatory approvals from applicable authorities;

•

obtaining and maintaining patent and trade secret protection and regulatory exclusivity for our product candidates;

•

establishing or making arrangements with third-party manufacturers or building our own manufacturing facility for commercial manufacturing
purposes;

•

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

•

manufacturing our product candidates at an acceptable cost;

•

launching commercial sales of our product candidates, if approved, whether alone or in collaboration with others;

•

acceptance of the product candidates, if approved, by patients, the medical community and third-party payors;

•

effectively competing with other therapies;

•

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

•

protecting our rights in our intellectual property portfolio;

•

maintaining a continued acceptable safety profile of the products following approval; and

•

maintaining and growing an organization of scientists and business people who can develop and commercialize our products and technology.

For example, in December 2015, we announced that our Phase 2 proof-of-concept trial of PINTA745 did not meet its primary endpoint, and we
suspended further development of PINTA745 and ATA842, a compound that is related to PINTA745. If we do not achieve one or more of these factors in a
timely manner or at all, we could experience significant delays or an inability to successfully develop and commercialize our product candidates, which
could materially harm our business.
Our future success is dependent on the regulatory approval of our product candidates.
We do not have any products that have gained regulatory approval. Currently, our only clinical-stage product candidates are ATA129, which is
moving to Phase 3 clinical trials, ATA188, which is in a Phase 1 clinical trial conducted by QIMR utilizing autologous ATA188, ATA230, which is in Phase
2 clinical trials, and ATA520, which is moving into Phase 1/2 clinical trials. Our business is substantially dependent on our ability to obtain regulatory
approval for, and, if approved, to successfully commercialize our product candidates in a timely manner. We cannot commercialize product candidates in the
United States without first obtaining regulatory approval for the product from the FDA; similarly, we cannot commercialize product candidates outside of the
United States without obtaining regulatory approval from comparable foreign regulatory authorities. Before obtaining regulatory approvals for the
commercial sale of any product candidate for a target indication, we must demonstrate with substantial evidence gathered in preclinical studies and clinical
trials, generally including two well-controlled Phase 3 trials, that the product candidate is safe and effective for use for that target indication and that the
manufacturing facilities, processes and controls are adequate with respect to such product candidate.
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The time required to obtain approval by the FDA and comparable foreign regulatory authorities is unpredictable but typically takes many years
following the commencement of preclinical studies and clinical trials and depends upon numerous factors, including the substantial discretion of the
regulatory authorities. In addition, approval policies, regulations, or the type and amount of clinical data necessary to gain approval may change during the
course of a product candidate’s clinical development and may vary among jurisdictions. We have not obtained regulatory approval for any product candidate
and it is possible that none of our existing product candidates or any future product candidates will ever obtain regulatory approval.
Our product candidates could fail to receive regulatory approval from the FDA or a comparable foreign regulatory authority for many reasons,
including:
•

disagreement with the design or implementation of our clinical trials;

•

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

•

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

•

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

•

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

•

the insufficiency of data collected from clinical trials of our product candidates to support the submission and filing of a BLA or other
submission or to obtain regulatory approval;

•

failure to obtain approval of our manufacturing processes or facilities of third-party manufacturers with whom we contract for clinical and
commercial supplies or our own manufacturing facility; or

•

changes in the approval policies or regulations that render our preclinical and clinical data insufficient for approval.

The FDA or a comparable foreign regulatory authority may require more information, including additional preclinical or clinical data to support
approval, which may delay or prevent approval and our commercialization plans, or we may decide to abandon the development program. If we were to
obtain approval, regulatory authorities may approve any of our product candidates for fewer or more limited indications than we request (including failing to
approve the most commercially promising indications), may grant approval contingent on the performance of costly post-marketing clinical trials, or may
approve a product candidate with a label that does not include the labeling claims necessary or desirable for the successful commercialization of that product
candidate.
Even if a product candidate were to successfully obtain approval from the FDA and comparable foreign regulatory authorities, any approval might
contain significant limitations related to use restrictions for specified age groups, warnings, precautions or contraindications, or may be subject to
burdensome post-approval study or risk management requirements. If we are unable to obtain regulatory approval for one of our product candidates in one or
more jurisdictions, or any approval contains significant limitations, we may not be able to obtain sufficient funding to continue the development of that
product or generate revenues attributable to that product candidate. Also, any regulatory approval of our current or future product candidates, once obtained,
may be withdrawn.
*Our T-cell product candidates, represent new therapeutic approaches that present significant challenges.
Our future success is dependent in part on the successful development of T-cell immunotherapies in general and our product candidates in particular.
Because these programs represent a new approach to immunotherapy for the treatment of cancer and other diseases, developing and commercializing our
product candidates subject us to a number of challenges, including:
•

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

•

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

•

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

•

educating medical personnel regarding the potential side effect profile of each of our product candidates;

•

developing processes for the safe administration of these products, including long-term follow-up for all patients who receive these product
candidates;

•

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

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

•

establishing sales and marketing capabilities after obtaining any regulatory approval to gain market acceptance, and obtaining adequate
coverage, reimbursement and pricing by third-party payors and government authorities; and

•

developing therapies for types of diseases beyond those initially addressed by our current product candidates.

We cannot be sure that the manufacturing processes used in connection with our T-cell product candidates will yield satisfactory products that are safe
and effective, comparable to those T-cells produced by MSK historically, scalable or profitable.
Moreover, public perception of safety issues, including adoption of new therapeutics or novel approaches to treatment, may adversely influence the
willingness of subjects to participate in clinical trials, or if approved, of physicians to subscribe to the novel treatment mechanics. Physicians, hospitals and
third-party payors often are slow to adopt new products, technologies and treatment practices that require additional upfront costs and training. Physicians
may not be willing to undergo training to adopt this novel therapy, may decide the therapy is too complex to adopt without appropriate training and may
choose not to administer the therapy. Based on these and other factors, hospitals and payors may decide that the benefits of this new therapy do not or will
not outweigh its costs.
*The results of preclinical studies or earlier clinical trials are not necessarily predictive of future results. Our existing product candidates in clinical trials,
and any other product candidate we advance into clinical trials, may not have favorable results in later clinical trials or receive regulatory approval.
Success in preclinical studies and early clinical trials does not ensure that later clinical trials will generate adequate data to demonstrate the efficacy
and safety of an investigational drug. A number of companies in the pharmaceutical and biotechnology industries, including those with greater resources and
experience than us, have suffered significant setbacks in clinical trials, even after seeing promising results in earlier preclinical studies or clinical trials. For
example, in December 2015, we announced that our Phase 2 proof-of-concept trial of PINTA 745 did not meet its primary endpoint even though earlier
clinical trials and preclinical studies had indicated that it might be effective to treat protein energy wasting in patients with end stage renal disease. Despite
the results reported in earlier preclinical studies or clinical trials for our product candidates, we do not know whether the clinical trials we may conduct will
demonstrate adequate efficacy and safety to result in regulatory approval to market ATA129, ATA520, ATA188, ATA230 or any of our other product
candidates in any particular jurisdiction. For example, ATA129 has only been evaluated in a single-center trial under investigator-sponsored INDs held by
MSK, utilizing a different response criteria and endpoints from those we may utilize in later clinical trials. The findings may not be reproducible in multicenter trials we conduct. In addition, the Phase 2 clinical trials with ATA129 enrolled a heterogeneous group of patients with a variety of EBV-associated
malignancies, including but not limited to EBV-PTLD after HCT and EBV-PTLD after SOT. These Phase 2 trials were not prospectively designed to evaluate
the efficacy of ATA129 in the treatment of a single disease state for which we may later seek approval. Moreover, final trial results may not be consistent with
interim trial results. Efficacy data from prospectively designed trials may differ significantly from those obtained from retrospective subgroup analyses. If
later-stage clinical trials do not produce favorable results, our ability to achieve regulatory approval for any of our product candidates may be adversely
impacted. Even if we believe that we have adequate data to support an application for regulatory approval to market any of our product candidates, the FDA
or other regulatory authorities may not agree and may require that we conduct additional clinical trials.
Clinical drug development involves a lengthy and expensive process with an uncertain outcome.
Clinical testing is expensive and can take many years to complete, and its outcome is inherently uncertain. Failure can occur at any time during the
clinical trial process. Product candidates in later stages of clinical trials may fail to show the desired safety and efficacy traits despite having progressed
through preclinical and clinical trials.
We may experience delays in our ongoing or future clinical trials and we do not know whether planned clinical trials will begin or enroll subjects on
time, will need to be redesigned or will be completed on schedule, if at all. There can be no assurance that the FDA will not put clinical trials of any of our
product candidates on clinical hold in the future. Clinical trials may be delayed, suspended or prematurely terminated for a variety of reasons, such as:
•

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

•

delay or failure in obtaining authorization to commence a trial or inability to comply with conditions imposed by a regulatory authority
regarding the scope or design of a trial;
30

•

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

•

delay or failure in obtaining institutional review board, or IRB, approval or the approval of other reviewing entities, including comparable
foreign regulatory authorities, to conduct a clinical trial at each site;

•

withdrawal of clinical trial sites from our clinical trials or the ineligibility of a site to participate in our clinical trials;

•

delay or failure in recruiting and enrolling suitable subjects to participate in a trial;

•

delay or failure in subjects completing a trial or returning for post-treatment follow-up;

•

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

•

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

•

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

•

delay or failure in adding new trial sites;

•

interim results or data that are ambiguous or negative or are inconsistent with earlier results or data;

•

feedback from the FDA, the IRB, data safety monitoring boards or a comparable foreign regulatory authority, or results from earlier stage or
concurrent preclinical studies and clinical trials, that might require modification to the protocol for a trial;

•

a decision by the FDA, the IRB, a comparable foreign regulatory authority, or us, or a recommendation by a data safety monitoring board or
comparable foreign regulatory authority, to suspend or terminate clinical trials at any time for safety issues or for any other reason;

•

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

•

failure to demonstrate a benefit from using a product candidate;

•

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

•

lack of adequate funding to continue a trial, including the incurrence of unforeseen costs due to enrollment delays, requirements to conduct
additional studies or increased expenses associated with the services of our CROs and other third parties; or

•

changes in governmental regulations or administrative actions or lack of adequate funding to continue a clinical trial.

Patient enrollment, a significant factor in the timing of clinical trials, is affected by many factors including the size and nature of the patient
population, the severity of the disease under investigation, the proximity of subjects to clinical sites, the patient referral practices of physicians, the
eligibility criteria for the trial, the design of the clinical trial, ability to obtain and maintain patient consents, risk that enrolled subjects will drop out or die
before completion, competition for patients from other clinical trials, competing clinical trials and clinicians’ and patients’ perceptions as to the potential
advantages and risks of the drug being studied in relation to other available therapies, including any new drugs that may be approved for the indications we
are investigating. We may not be able to initiate or continue to support clinical trials of ATA129, ATA520, ATA230 or any future product candidates if we
are unable to locate and enroll a sufficient number of eligible participants in these trials as required by the FDA or other regulatory authorities. Even if we are
able to enroll a sufficient number of patients in our clinical trials, if the pace of enrollment is slower than we expect, the development costs for our product
candidates may increase and the completion of our trials may be delayed or our trials could become too expensive to complete. We rely on CROs, other
vendors and clinical trial sites to ensure the proper and timely conduct of our clinical trials, and while we have agreements governing their committed
activities, we have limited influence over their actual performance.
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If we experience delays in the completion or termination of any clinical trial of our product candidates, the approval and commercial prospects of such
product candidate will be harmed, and our ability to generate product revenues from such product candidate will be delayed. In addition, any delays in
completing our clinical trials will increase our costs, slow down our product candidate development and approval process and jeopardize our ability to
commence product sales and generate revenues. Any delays in completing our clinical trials for our product candidates may also decrease the period of
commercial exclusivity. In addition, many of the factors that could cause a delay in the commencement or completion of clinical trials may also ultimately
lead to the denial of regulatory approval of our product candidates.
Our product candidates, the methods used to deliver them or their dosage levels may cause undesirable side effects or have other properties that could
delay or prevent their regulatory approval, limit the commercial profile of an approved label or result in significant negative consequences following any
regulatory approval.
Undesirable side effects caused by our product candidates, their delivery methods or dosage levels could cause us or regulatory authorities to
interrupt, delay or halt clinical trials and could result in a more restrictive label or the delay or denial of regulatory approval by the FDA or other comparable
foreign regulatory authority. For example, hypoxia has been observed in some patients receiving ATA230 for the treatment of their CMV pneumonitis. As a
result of safety or toxicity issues that we may experience in our clinical trials, we may not receive approval to market any product candidates, which could
prevent us from ever generating revenues or achieving profitability. Results of our trials could reveal an unacceptably high severity and incidence of side
effects. In such an event, our trials could be suspended or terminated and the FDA or comparable foreign regulatory authorities could order us to cease further
development of or deny approval of our product candidates for any or all targeted indications. The drug-related side effects could affect patient recruitment or
the ability of enrolled subjects to complete the trial or result in potential product liability claims. Any of these occurrences may have a material adverse effect
on our business, results of operations, financial condition, cash flows and future prospects.
Additionally, if any of our product candidates receives regulatory approval, and we or others later identify undesirable side effects caused by such
product, a number of potentially significant negative consequences could result, including that:
•

we may be forced to suspend marketing of such product;

•

regulatory authorities may withdraw their approvals of such product;

•

regulatory authorities may require additional warnings on the label that could diminish the usage or otherwise limit the commercial success of
such products;

•

we may be required to conduct post-marketing studies;

•

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

•

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

•

our reputation may suffer.

Any of these events could prevent us from achieving or maintaining market acceptance of the particular product candidate, if approved.
We may not be able to obtain orphan drug exclusivity for our product candidates.
Regulatory authorities in some jurisdictions, including the United States and Europe, may designate drugs for relatively small patient populations as
orphan drugs. Under the Orphan Drug Act, the FDA may designate a product as an orphan drug if it is a drug intended to treat a rare disease or condition,
which is generally defined as a patient population of fewer than 200,000 individuals annually in the United States. Both the FDA and the EMA have granted
us orphan status for ATA129 for EBV-PTLD after HCT or SOT. Recently, the EMA also granted us orphan status for ATA230 for CMV infection in patients
with impaired cell-mediated immunity.
Generally, if a product with an orphan drug designation subsequently receives the first regulatory approval for the indication for which it has such
designation, the product is entitled to a period of marketing exclusivity, which precludes the EMA or the FDA from approving another marketing application
for the same drug for that time period. The applicable period is seven years in the United States and ten years in Europe. The European exclusivity period can
be reduced to six years if a drug no longer meets the criteria for orphan drug designation or if the drug is sufficiently profitable so that market exclusivity is
no longer justified. Orphan drug exclusivity may be lost if the FDA or EMA determines that the request for designation was materially defective or if the
manufacturer is unable to assure sufficient quantity of the drug to meet the needs of patients with the rare disease or condition.
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Even if we obtain orphan drug exclusivity for a product, that exclusivity may not effectively protect the product from competition because different
drugs can be approved for the same condition. Even after an orphan drug is approved, the FDA can subsequently approve a new drug for the same condition if
the FDA concludes that the later drug is clinically superior in that it is shown to be safer, more effective or makes a major contribution to patient care.
Failure to obtain regulatory approval in international jurisdictions would prevent our product candidates from being marketed abroad.
In addition to regulations in the United States, to market and sell our products in the European Union, many Asian countries and other jurisdictions,
we must obtain separate regulatory approvals and comply with numerous and varying regulatory requirements. The approval procedure varies among
countries and can involve additional testing. The time required to obtain approval may differ substantially from that required to obtain FDA approval. The
regulatory approval process outside the United States generally includes all of the risks associated with obtaining FDA approval. Clinical trials accepted in
one country may not be accepted by regulatory authorities in other countries. In addition, many countries outside the United States require that a product be
approved for reimbursement before it can be approved for sale in that country. A product candidate that has been approved for sale in a particular country
may not receive reimbursement approval in that country. We may not be able to obtain approvals from regulatory authorities outside the United States on a
timely basis, if at all. Approval by the FDA does not ensure approval by regulatory authorities in other countries or jurisdictions, and approval by one
regulatory authority outside the United States does not ensure approval by regulatory authorities in other countries or jurisdictions or by the FDA. We may
not be able to file for regulatory approvals and may not receive necessary approvals to commercialize our products in any market. If we are unable to obtain
approval of any of our product candidates by regulatory authorities in the European Union, Asia or elsewhere, the commercial prospects of that product
candidate may be significantly diminished, our business prospects could decline and this could materially adversely affect our business, results of operations
and financial condition.
Even if our product candidates receive regulatory approval, they may still face future development and regulatory difficulties.
Even if we obtain regulatory approval for a product candidate, it would be subject to ongoing requirements by the FDA and comparable foreign
regulatory authorities governing the manufacture, quality control, further development, labeling, packaging, storage, distribution, adverse event reporting,
safety surveillance, import, export, advertising, promotion, recordkeeping and reporting of safety and other post-marketing information. These requirements
include submissions of safety and other post-marketing information and reports, registration, as well as continued compliance by us and/or our contract
manufacturing organizations, or CMOs, and CROs for any post-approval clinical trials that we conduct. The safety profile of any product will continue to be
closely monitored by the FDA and comparable foreign regulatory authorities after approval. If the FDA or comparable foreign regulatory authorities become
aware of new safety information after approval of any of our product candidates, they may require labeling changes or establishment of a risk evaluation and
mitigation strategy, impose significant restrictions on a product’s indicated uses or marketing or impose ongoing requirements for potentially costly postapproval studies or post-market surveillance.
In addition, manufacturers of drug products and their facilities are subject to continual review and periodic inspections by the FDA and other
regulatory authorities for compliance with current good manufacturing practices, or cGMP, current Good Clinical Practices, or GCP, current good tissue
practices, or cGTP, and other regulations. If we or a regulatory agency discover previously unknown problems with a product, such as adverse events of
unanticipated severity or frequency, or problems with the facility where the product is manufactured, a regulatory agency may impose restrictions on that
product, the manufacturing facility or us, including requiring recall or withdrawal of the product from the market or suspension of manufacturing. If we, our
product candidates or the manufacturing facilities for our product candidates fail to comply with applicable regulatory requirements, a regulatory agency
may:
•

issue warning letters or untitled letters;

•

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

•

require us to enter into a consent decree, which can include imposition of various fines, reimbursements for inspection costs, required due dates
for specific actions and penalties for noncompliance;

•

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

•

suspend or withdraw regulatory approval;

•

suspend any ongoing clinical trials;

•

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

•

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

•

seize or detain products, refuse to permit the import or export of products, or require us to initiate a product recall.
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The occurrence of any event or penalty described above may inhibit our ability to successfully commercialize our products and generate revenues.
Advertising and promotion of any product candidate that obtains approval in the United States will be heavily scrutinized by the FDA, the
Department of Justice, or the DOJ, the Office of Inspector General of the Department of Health and Human Services, or HHS, state attorneys general, members
of Congress and the public. Additionally, advertising and promotion of any product candidate that obtains approval outside of the United States will be
heavily scrutinized by comparable foreign regulatory authorities. Violations, including actual or alleged promotion of our products for unapproved or offlabel uses, are subject to enforcement letters, inquiries and investigations, and civil and criminal sanctions by the FDA. Any actual or alleged failure to
comply with labeling and promotion requirements may have a negative impact on our business.
Regulations, guidelines and recommendations published by various government agencies and organizations may affect the use of our product candidates.
Although treatment with EBV specific T-cells is recognized as a recommended treatment for persistent or progressive EBV-PTLD as set forth in the
2017 National Comprehensive Cancer Network Guidelines, future guidelines from governmental agencies, professional societies, practice management
groups, private health/science foundations and organizations involved in various diseases may relate to such matters as product usage, dosage, and route of
administration and use of related or competing therapies. Changes to these recommendations or other guidelines advocating alternative therapies could result
in decreased use of our product candidates, which may adversely affect our results of operations.
We may not successfully identify, acquire, develop or commercialize new potential product candidates.
Part of our business strategy is to expand our product candidate pipeline by identifying and validating new product candidates, which we may
develop ourselves, in-license or otherwise acquire from others. In addition, in the event that our existing product candidates do not receive regulatory
approval or are not successfully commercialized, then the success of our business will depend on our ability to expand our product pipeline through inlicensing or other acquisitions. We may be unable to identify relevant product candidates. If we do identify such product candidates, we may be unable to
reach acceptable terms with any third party from which we desire to in-license or acquire them.
We may not realize the benefits of strategic alliances that we may form in the future.
We may form strategic alliances, create joint ventures or collaborations or enter into licensing arrangements with third parties that we believe will
complement or augment our existing business. These relationships, or those like them, may require us to incur nonrecurring and other charges, increase our
near- and long-term expenditures, issue securities that dilute our existing stockholders or disrupt our management and business. In addition, we face
significant competition in seeking appropriate strategic alliances and the negotiation process is time-consuming and complex. Moreover, we may not be
successful in our efforts to establish a strategic alliance or other alternative arrangements for any future product candidates and programs because our research
and development pipeline may be insufficient, our product candidates and programs may be deemed to be at too early a stage of development for
collaborative effort and third parties may not view our product candidates and programs as having the requisite potential to demonstrate safety and efficacy.
If we license products or acquire businesses, we may not be able to realize the benefit of such transactions if we are unable to successfully integrate them with
our existing operations and company culture. We cannot be certain that, following a strategic transaction or license, we will achieve the revenues or specific
net income that justifies such transaction. Any delays in entering into new strategic alliances agreements related to our product candidates could also delay
the development and commercialization of our product candidates and reduce their competitiveness even if they reach the market.
Risks Related to Manufacturing
We are subject to a multitude of manufacturing risks, any of which could substantially increase our costs and limit supply of our product candidates.
Concurrent with the license of our existing product candidates, we acquired manufacturing process know-how and certain intermediates, as well as
certain supplies intended for clinical use, from MSK. To facilitate the manufacture of additional drug substance and drug product for our preclinical studies
and clinical trials using this manufacturing testing and process know-how, we undertook the process of transferring this know-how to our CMO. We are in the
final stages of the transfer of this know-how received from MSK to our CMO. Transferring manufacturing testing and processes and know-how is complex and
involves review and incorporation of both documented and undocumented processes that may have evolved over time. In addition, transferring production
to different facilities may require utilization of new or different processes to meet the specific requirements of a given facility. We and our CMOs will need to
conduct significant development work to transfer these processes and manufacture each of our product
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candidates for studies, trials and commercial launch readiness. We cannot be certain that all relevant know-how has been adequately incorporated into the
manufacturing process until the completion of studies (and the related evaluations) intended to demonstrate the comparability of material previously
produced by MSK with that generated by our CMO. The inability to manufacture comparable drug substance by us or at our CMOs could delay the
continued development of our product candidates.
The processes by which our product candidates are manufactured were initially developed by MSK for clinical purposes. We intend to evolve these
existing processes for more advanced clinical trials or commercialization. Developing commercially viable manufacturing processes is a difficult and
uncertain task, and there are risks associated with scaling to the level required for advanced clinical trials or commercialization, including cost overruns,
potential problems with process scale-up, process reproducibility, stability issues, consistency and timely availability of reagents or raw materials. The
manufacturing facilities in which our product candidates will be made could be adversely affected by earthquakes and other natural disasters, equipment
failures, labor shortages, power failures, and numerous other factors.
Additionally, the process of manufacturing biologics and cellular therapies is complex, highly regulated and subject to several risks, including but not
limited to:
•

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

•

because T-cell product candidates are manufactured from the blood of third-party donors, the process of manufacturing is susceptible to the
availability of the third-party donor material. The process of developing products that can be commercialized may be particularly challenging,
even if they otherwise prove to be safe and effective. The manufacture of these product candidates involves complex processes. Some of these
processes require specialized equipment and highly skilled and trained personnel. The process of manufacturing these product candidates will
be susceptible to additional risks, given the need to maintain aseptic conditions throughout the manufacturing process. Contamination in the
donor material or ingress of microbiological material at any point in the process may result in contaminated or unusable product. Such
contaminations could result in delays in the manufacture of products which could result in delays in the development of our product
candidates. Furthermore, the product ultimately consists of many individual cell lines, each with a different HLA profile. As a result, the
selection and distribution of the appropriate cell line for therapeutic use in a patient will require close coordination between clinical and
manufacturing personnel.

Any adverse developments affecting manufacturing operations for our product candidates may result in shipment delays, inventory shortages, lot
failures, withdrawals or recalls or other interruptions in the supply of our drug substance and drug product which could delay the development of our product
candidates. We may also have to write off inventory, incur other charges and expenses for supply of drug product that fails to meet specifications, undertake
costly remediation efforts, or seek more costly manufacturing alternatives. Inability to meet the demand for our product candidates could damage our
reputation and the reputation of our products among physicians, healthcare payors, patients or the medical community, and cancer treatment centers, which
could adversely affect our ability to operate our business and our results of operations.
*We intend to manufacture at least a portion of our product candidates ourselves. Delays in building, commissioning and receiving regulatory approvals
for our manufacturing facility could delay our development plans and thereby limit our ability to generate revenues.
In February 2017, we entered into a lease to build a manufacturing facility in Thousand Oaks, CA, which we intend to use to manufacture preclinical
and clinical trial materials for our product candidates. This new manufacturing facility is expected to be completed in 2018. This project may result in
unanticipated delays and cost more than expected due to a number of factors, including regulatory requirements. If construction or regulatory approval of our
new facility is delayed, we may not be able to manufacture sufficient quantities of our drug candidates, which would limit our development activities and our
opportunities for growth. Cost overruns associated with constructing our manufacturing facility could require us to raise additional funds from other sources.
In addition to the similar manufacturing risks described in "Risks Related to Our Dependence on Third Parties," our manufacturing facility will be
subject to ongoing, periodic inspection by the FDA, EMA or other comparable regulatory agencies to ensure compliance with cGMP and GTP. Our failure to
follow and document our adherence to such cGMP regulations or other regulatory requirements may lead to significant delays in the availability of products
for clinical or, in the future, commercial use, may
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result in the termination of or a hold on a clinical trial, or may delay or prevent filing or approval of marketing applications for our drugs. We also may
encounter problems with the following:
•

achieving adequate or clinical-grade materials that meet FDA, EMA or other comparable regulatory agency standards or specifications with
consistent and acceptable production yield and costs;

•

shortages of qualified personnel, raw materials or key contractors; and

•

ongoing compliance with cGMP regulations and other requirements of the FDA, EMA or other comparable regulatory agencies.

Failure to comply with applicable regulations could also result in sanctions being imposed on us, including fines, injunctions, civil penalties, a
requirement to suspend or put on hold one or more of our clinical trials, failure of regulatory authorities to grant marketing approval of our drug candidates,
delays, suspension or withdrawal of approvals, license revocation, seizures or recalls of drug candidates, operating restrictions and criminal prosecutions, any
of which could harm our business.
Developing advanced manufacturing techniques and process controls is required to fully utilize our facility. Advances in manufacturing techniques
may render our facility and equipment inadequate or obsolete, without further investment.
In order to produce our drugs in the quantities that we believe will be required to meet anticipated market demand of any of our drug candidates if
approved, we will need to increase, or "scale up," the production process by a significant factor over the initial level of production. If we are unable to do so,
are delayed, or if the cost of this scale up is not economically feasible for us or we cannot find a third-party supplier, we may not be able to produce our drugs
in a sufficient quantity to meet future demand.
*If our sole clinical manufacturing facility is damaged or destroyed or production at this facility is otherwise interrupted, our business and
prospects would be negatively affected.
If our manufacturing facility or the equipment in it is damaged or destroyed, we may not be able to quickly or inexpensively replace our
manufacturing capacity or replace it at all. In the event of a temporary or protracted loss of this facility or equipment, we may not be able to transfer
manufacturing to a third party. Even if we could transfer manufacturing to a third party, the shift would likely be expensive and time-consuming, particularly
since the new facility would need to comply with the necessary regulatory requirements and we would need FDA approval before selling any products
manufactured at that facility. Such an event could delay our clinical trials or reduce our product sales.
Currently, we maintain insurance coverage against damage to our property and to cover business interruption and research and development
restoration expenses. However, our insurance coverage may not reimburse us, or may not be sufficient to reimburse us, for any expenses or losses we may
suffer. We may be unable to meet our requirements for our product candidates if there were a catastrophic event or failure of our current manufacturing facility
or processes.
Risks Related to Our Dependence on Third Parties
*We rely on third parties to conduct our preclinical studies and clinical trials. If these third parties do not successfully carry out their contractual duties or
meet expected deadlines, or if we lose any of our CROs, we may not be able to obtain regulatory approval for or commercialize our product candidates on
a timely basis, if at all.
We have relied upon and plan to continue to rely upon third-party CROs and contractors to monitor and manage data for our ongoing preclinical and
clinical programs. For example, our collaborating investigators at MSK manage the conduct of the ongoing clinical trials for ATA520 as well as perform the
analysis, publication and presentation of data and results related to this program and the ATA129 and ATA230 programs. Our collaborating investigators at
QIMR manage the conduct of the ongoing clinical trials for autologous ATA188. We also rely on studies previously conducted by MSK. We are utilizing a
CRO for our EAP trial of ATA129 and intend to utilize a CRO for our planned Phase 3 trials for EBV-PTLD after HCT and SOT. We rely on these parties for
the execution of our preclinical studies and clinical trials, and we control only some aspects of their activities. Nevertheless, we are responsible for ensuring
that each of our trials is conducted in accordance with the applicable protocol and legal, regulatory and scientific standards, and our reliance on the CROs
does not relieve us of our regulatory responsibilities. We also rely on third parties to assist in conducting our preclinical studies in accordance with Good
Laboratory Practices, or GLP, and the Animal Welfare Act requirements. We and our CROs are required to comply with federal regulations, GCP, which are
international standards meant to protect the rights and health of patients that are enforced by the FDA, the Competent Authorities of the Member States of the
European Economic Area and comparable foreign regulatory authorities for all of our products in clinical development, and cGTP, which are standards
designed to ensure that cell and tissue based products are manufactured in a manner designed to prevent the introduction, transmission and spread of
communicable diseases. Regulatory authorities enforce GCP and cGTP through periodic
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inspections of trial sponsors, principal investigators and trial sites. If we, or any of our partners or CROs, fail to comply with applicable GCP or cGTP, the
clinical data generated in our clinical trials may be deemed unreliable and the FDA or comparable foreign regulatory authorities may require us to perform
additional clinical trials before approving our regulatory applications. We cannot assure you that upon inspection by a given regulatory authority, such
regulatory authority will determine that any of our clinical trials comply with GCP or cGTP requirements. In addition, our clinical trials must be conducted
with product produced under cGMP and cGTP requirements. We are also required to register ongoing clinical trials and post the results of completed clinical
trials on a government-sponsored database, clinicaltrials.gov, within a specified timeframe. Failure to comply with these regulations may require us to repeat
preclinical studies and clinical trials, which would delay the regulatory approval process and result in adverse publicity.
Our CROs are not our employees, and except for remedies available to us under our agreements with such CROs, we cannot control whether or not
they devote sufficient time and resources, including experienced staff, to our ongoing clinical, nonclinical and preclinical programs. They may also have
relationships with other entities, some of which may be our competitors. If CROs do not successfully carry out their contractual duties or obligations or meet
expected deadlines or if the quality or accuracy of the clinical data they obtain is compromised due to the failure to adhere to our clinical protocols,
regulatory requirements or for other reasons, our clinical trials may be extended, delayed or terminated and we may not be able to obtain regulatory approval
for or successfully commercialize our product candidates. CRO or contractor errors could cause our results of operations and the commercial prospects for our
product candidates to be harmed, our costs to increase and our ability to generate revenues to be delayed.
Our internal capacity for clinical trial execution and management is limited and therefore we have relied on third parties. Outsourcing these functions
involves risk that third parties may not perform to our standards, may not produce results or data in a timely manner or may fail to perform at all. Other data
from studies or trials previously conducted by MSK may emerge in the future. In addition, the use of third-party service providers requires us to disclose our
proprietary information to these parties, which could increase the risk that this information will be misappropriated. We currently have a small number of
employees, which limits the internal resources we have available to identify and monitor our third-party providers. To the extent we are unable to identify
and successfully manage the performance of third-party service providers in the future, our business may be adversely affected. Though we carefully manage
our relationships with our CROs, there can be no assurance that we will not encounter challenges or delays in the future or that these delays or challenges will
not have a material adverse impact on our business, financial condition and prospects.
Our CROs have the right to terminate their agreements with us in the event of an uncured material breach. In addition, some of our CROs have an
ability to terminate their respective agreements with us if it can be reasonably demonstrated that the safety of the subjects participating in our clinical trials
warrants such termination, if we make a general assignment for the benefit of our creditors or if we are liquidated. Identifying, qualifying and managing
performance of third-party service providers can be difficult, time consuming and cause delays in our development programs. In addition, there is a natural
transition period when a new CRO commences work and the new CRO may not provide the same type or level of services as the original provider. If any of
our relationships with our third-party CROs terminate, we may not be able to enter into arrangements with alternative CROs or to do so timely or on
commercially reasonable terms.
*We have no experience manufacturing our product candidates on a clinical or commercial scale. We are, and expect to continue to be, dependent on
third parties for the manufacturing of our product candidates and our supply chain, and if we experience problems with any of these third parties, the
manufacturing of our product candidates could be delayed.
We do not currently operate our own facilities for the manufacturing of our product candidates. In the case of ATA129, we currently rely on our CMO
and MSK for the production of this product candidate and the acquisition of materials incorporated in or used in the manufacturing or testing of these
product candidates. In the case of ATA230, we currently rely on MSK for the production of this product candidate and acquisition of the materials
incorporated in or used in the manufacturing or testing. In the case of ATA520, we currently rely on our CMO for the production of this product
candidate. Our CMOs or partners are not our employees, and except for remedies available to us under our agreements with such CMOs or partners, we
cannot control whether or not they devote sufficient time and resources, including experienced staff, to the manufacturing of supply for our ongoing clinical,
nonclinical and preclinical programs. To meet our projected needs for clinical and commercial materials to support our activities through regulatory approval
and commercial manufacturing of ATA129, ATA520 and ATA230, we will need to transition the manufacturing of such materials to a CMO and/or our own
facility, and such CMOs or we will need to develop relationships with suppliers of critical starting or other materials, increase the scale of production and
demonstrate comparability of the material produced at these facilities to the material that was previously produced by MSK. We are in the final stages of the
transfer of the manufacturing process developed by and housed at MSK for ATA129 to our CMO. Transferring manufacturing processes and know-how is
complex and involves review and incorporation of both documented and undocumented processes that may have evolved over time. In addition, transferring
production to different facilities may require utilization of new or different processes to meet the specific requirements of a given facility. We cannot be
certain that all relevant know-how and data has been adequately incorporated into the manufacturing process until the completion of studies (and the related
evaluations) intended to demonstrate the comparability of material previously
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produced by MSK with that generated by our CMO. For example, we generated and evaluated data from new material manufactured by our CMO and
identified certain assays that need refinement prior to initiating the Phase 3 trials. We are refining these assays within our laboratories, manufacturing lots to
further support comparability evaluations and the Phase 3 trials, and expect to review these data in ongoing discussions with the FDA.
If we are not able to successfully transfer this know-how and produce comparable product candidates our ability to further develop and manufacture
our product candidates may be negatively impacted. We may need to identify additional CMOs for continued production of supply for all of our product
candidates. In addition, given the manufacturing process for our T-cell product candidates, the number of CMOs who possess the requisite skill and
capability to manufacture our T-cell product candidates is limited. We have not yet identified alternate suppliers in the event the current CMOs that we
utilize are unable to scale production, or if we otherwise experience any problems with them. In February 2017, we entered into a lease agreement to build our
own cellular therapy manufacturing facility in Thousand Oaks, CA. At this facility, we intend to manufacture our product candidates for clinical or
commercial use, if approved. Manufacturing cellular therapies is complicated and tightly regulated by the FDA and comparable regulatory authorities
around the world, and although alternative third-party suppliers with the necessary manufacturing and regulatory expertise and facilities exist, it could be
expensive and take a significant amount of time to arrange for alternative suppliers, transfer manufacturing procedures to these alternative suppliers, and
demonstrate comparability of material produced by such new suppliers. New manufacturers of any product would be required to qualify under applicable
regulatory requirements. These manufacturers may not be able to manufacture our compounds at costs, or in quantities, or in a timely manner necessary to
complete development of our product candidates or make commercially successful products. If we are unable to arrange for alternative third-party
manufacturing sources, or to do so on commercially reasonable terms or in a timely manner, we may not be able to complete development of our product
candidates, or market or distribute them. In addition, should the FDA not agree with our product candidate specifications and comparability assessments for
these materials, further clinical development of our product candidate could be substantially delayed and we would incur substantial additional expenses.
Reliance on third-party manufacturers entails risks to which we would not be subject if we manufactured product candidates ourselves, including
reliance on the third party for regulatory compliance and quality assurance, the possibility that the third-party manufacturer does not maintain the financial
resources to meet its obligations under the manufacturing agreement, the possibility of breach of the manufacturing agreement by the third party because of
factors beyond our control, including a failure to synthesize and manufacture our product candidates or any products we may eventually commercialize in
accordance with our specifications, misappropriation of our proprietary information, including our trade secrets and know-how, and the possibility of
termination or nonrenewal of the agreement by the third party, based on its own business priorities, at a time that is costly or damaging to us. In addition, the
FDA and other regulatory authorities require that our product candidates and any products that we may eventually commercialize be manufactured according
to cGMP, cGTP and similar jurisdictional standards. These requirements include, among other things, quality control, quality assurance and the maintenance
of records and documentation. The FDA or similar foreign regulatory agencies may also implement new standards at any time, or change their interpretations
and enforcement of existing standards for manufacture, packaging or testing of products. We have little control over our manufacturers’ compliance with
these regulations and standards. Any failure by our third-party manufacturers to comply with cGMP or cGTP or failure to scale up manufacturing processes,
including any failure to deliver sufficient quantities of product candidates in a timely manner, could lead to a delay in, or failure to obtain, regulatory
approval of any of our product candidates. In addition, such failure could be the basis for the FDA to issue a warning letter, withdraw approvals for product
candidates previously granted to us, or take other regulatory or legal action, including recall or seizure of outside supplies of the product candidate, total or
partial suspension of production, suspension of ongoing clinical trials, refusal to approve pending applications or supplemental applications, detention or
product, refusal to permit the import or export of products, injunction or imposing civil and criminal penalties.
Any significant disruption in our supplier relationships could harm our business. Any significant delay in the supply of a product candidate for an
ongoing clinical trial could considerably delay initiation or completion of our clinical trials, product testing and potential regulatory approval of our product
candidates. If our manufacturers or we are unable to purchase key materials after regulatory approval has been obtained for our product candidates, the
commercial launch of our product candidates could be delayed or there could be a shortage in supply, which could impair our ability to generate revenues
from the sale of our product candidates.
Risks Related to Our Intellectual Property
*If we are unable to obtain and maintain sufficient intellectual property protection for our product candidates, or if the scope of the intellectual property
protection is not sufficiently broad, our ability to commercialize our product candidates successfully and to compete effectively may be adversely affected.
We rely upon a combination of patents, trade secrets and confidentiality agreements to protect the intellectual property related to our technology and
product candidates. The T-cell product candidates and platform technology we have licensed from MSK are protected primarily as confidential know-how
and trade secrets. If we do not adequately protect our intellectual property, competitors
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may be able to use our technologies and erode or negate any competitive advantage we may have, which could harm our business and ability to achieve
profitability. The patentability of inventions and the validity, enforceability and scope of patents in the biotechnology field is generally uncertain because it
involves complex legal, scientific and factual considerations, and it has in recent years been the subject of significant litigation. Moreover, the standards
applied by the U.S. Patent and Trademark Office, or USPTO, and non-US patent offices in granting patents are not always applied uniformly or predictably.
For example, there is no uniform worldwide policy regarding patentable subject matter or the scope of claims allowable in biotechnology patents.
Consequently, the patent applications that we own or in-license may fail to result in issued patents with claims that cover our product candidates in
the United States or in other countries. There is no assurance that all potentially relevant prior art relating to our patents and patent applications is known to
us or has been found in the instances where searching was done. We may be unaware of prior art that could be used to invalidate an issued patent or prevent a
pending patent application from issuing as a patent. There also may be prior art of which we are aware, but which we do not believe affects the validity or
enforceability of a claim of one of our patents or patent applications, which may, nonetheless, ultimately be found to affect the validity or enforceability of
such claim.
Even if patents have issued or do successfully issue from patent applications, and even if such patents cover our product candidates, third parties may
challenge the validity, enforceability or scope thereof, which may result in such patents being narrowed, invalidated or held to be unenforceable. No
assurance can be given that if challenged, our patents would be declared by a court to be valid or enforceable. Furthermore, even if they are unchallenged, our
patents and patent applications may not adequately protect our intellectual property, provide exclusivity for our product candidates or prevent others from
designing around our claims. In three of our pending patent applications exclusively licensed from MSK, directed to use of ATA230 to treat CMV retinitis in
HIV-infected patients or SOT recipients, we do not have exclusive rights, due to one of the named inventors being an employee of an entity other than MSK
and ensuing co-ownership of the applications with MSK of this other entity from which we do not presently have a license. There is no guarantee that we will
be able to obtain a license from this other entity on commercially reasonable terms, or at all. If this entity licenses its rights elsewhere, our competitors might
gain access to this intellectual property. Also, the possibility exists that others will develop products on an independent basis which have the same effect as
our product candidates and which do not infringe our patents or other intellectual property rights, or that others will design around the claims of patents that
we have had issued that cover our product candidates. If the breadth or strength of protection provided by the patents and patent applications we hold,
license or pursue with respect to our product candidates is threatened, it could jeopardize our ability to commercialize our product candidates. In addition,
the USPTO and various foreign governmental patent agencies require compliance with a number of procedural, documentary, fee payment and other similar
provisions during the patent application process. While an inadvertent lapse can in many cases be cured by payment of a late fee or by other means in
accordance with the applicable rules, there are situations in which noncompliance can result in abandonment or lapse of the patent or patent application,
resulting in partial or complete loss of patent rights in the relevant jurisdiction. Any of these outcomes could have an adverse impact on our business.
If patent applications that we hold or in-license with respect to our technology or product candidates fail to issue, if their breadth or strength of
protection is threatened, or if they fail to provide meaningful exclusivity for our product candidates, it could dissuade companies from collaborating with us.
We have filed a number of patent applications covering our product candidates. We cannot offer any assurances about which, if any, patents will be issued
with respect to these pending patent applications, the breadth of any such patents, whether any issued patents will be found invalid and unenforceable or will
be threatened by third parties. Any successful challenge to these patents or any other patents owned by or exclusively licensed to us could deprive us of
rights necessary for the successful commercialization of any product candidate that we or our collaborators may develop. Because patent applications in the
United States and most other countries are confidential for a period of time after filing, and some remain so until issued, we cannot be certain that we were the
first to file any patent application related to a product candidate. Furthermore, if third parties have filed such patent applications that have never had a claim
with an effective filing date on or after March 16, 2013, an interference proceeding in the United States can be initiated by the USPTO to determine who was
the first to invent any of the subject matter covered by the patent claims of our applications or patents. Similarly, we could become involved in derivation
proceedings before the USPTO to determine inventorship with respect to our patent applications. We may become involved in inter partes review or postgrant review proceedings in the USPTO regarding our intellectual property rights. We may also become involved in opposition proceedings in the European
Patent Office or counterpart offices in other jurisdictions regarding our intellectual property rights. In addition, patents have a limited lifespan. In the United
States, the natural expiration of a patent generally occurs 20 years after it is filed. Although various extensions may be available if certain conditions are met,
the life of a patent and the protection it affords is limited. If we encounter delays in our clinical trials or in obtaining regulatory approvals, the period of time
during which we could exclusively market any of our product candidates under patent protection, if approved, could be reduced. Even if patents covering our
product candidates are obtained, once the patent life has expired for a product, we may be vulnerable to competition from biosimilar products. Any loss of
patent protection could have a material adverse impact on our business. We may be unable to prevent competitors from entering the market with a product
that is similar or identical to our product candidates, which could harm our business and ability to achieve profitability.
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Furthermore, the research resulting in certain of our licensed patent rights and technology was funded by the U.S. government. As a result, the
government has certain rights, such as march-in rights, to such patent rights and technology. When new technologies are developed with government
funding, the government generally obtains certain rights in any resulting patents, including a non-exclusive license authorizing the government to practice
the invention for or on behalf of the United States. These rights may permit the government to disclose our confidential information to third parties and to
exercise march-in rights to use or allow third parties to use our licensed technology. The government can exercise its march-in rights if it determines that
action is necessary because we fail to achieve practical application of the government-funded technology, because action is necessary to alleviate health or
safety needs, to meet requirements of federal regulations or to give preference to U.S. industry. In addition, our rights in such inventions may be subject to
certain requirements to manufacture products embodying such inventions in the United States. Any exercise by the government of such rights could harm our
competitive position, business, results of operations, financial condition and future prospects.
If we are sued for infringing the intellectual property rights of third parties, such litigation could be costly and time-consuming and could prevent or delay
our development and commercialization efforts.
Our commercial success depends, in part, on us and our collaborators not infringing the patents and proprietary rights of third parties. There is a
substantial amount of litigation and other adversarial proceedings, both within and outside the United States, involving patent and other intellectual
property rights in the biotechnology and pharmaceutical industries, including patent infringement lawsuits, interference or derivation proceedings,
oppositions, and inter partes and post-grant review proceedings before the USPTO and non-U.S. patent offices. Numerous U.S. and non-U.S. issued patents
and pending patent applications owned by third parties exist in the fields in which we are developing and may develop our product candidates. As the
biotechnology and pharmaceutical industries expand and more patents are issued, the risk increases that our product candidates may be subject to claims of
infringement of third parties’ patent rights as it may not always be clear to industry participants, including us, which patents cover various types of products
or methods of use. The coverage of patents is subject to interpretation by the courts, and the interpretation is not always uniform or predictable.
Third parties may assert infringement claims against us based on existing or future intellectual property rights, alleging that we are employing their
proprietary technology without authorization. There may be third-party patents or patent applications with claims to materials, formulations, methods of
manufacture or methods for treatment related to the use or manufacturing of our product candidates that we failed to identify. For example, applications filed
before November 29, 2000, and certain applications filed on or after that date that will not be filed outside the United States, remain confidential until issued
as patents. Except for the preceding exceptions, patent applications in the United States and elsewhere are generally published only after a waiting period of
approximately 18 months after the earliest filing date. Therefore, patent applications covering our product candidates could have been filed by others
without our knowledge. In addition, pending patent applications that have been published, including some of which we are aware, could be later amended in
a manner that could cover our product candidates or their use or manufacture. We may analyze patents or patent applications of our competitors that we
believe are relevant to our activities and believe that we are free to operate in relation to any of our product candidates, but our competitors may obtain
issued claims, including in patents we consider to be unrelated, which may block our efforts or potentially result in any of our product candidates or our
activities infringing such claims. If we are sued for patent infringement, we would need to demonstrate that our product candidates, products and methods
either do not infringe the patent claims of the relevant patent or that the patent claims are invalid, and we may not be able to do this. Proving that a patent is
invalid is difficult. For example, in the United States, proving invalidity in a district court proceeding requires a showing of clear and convincing evidence to
overcome the presumption of validity enjoyed by issued patents, and proving invalidity in an inter partes review proceeding in the USPTO requires a
showing of a preponderance of the evidence. Even if we are successful in these proceedings, we may incur substantial costs and the time and attention of our
management and scientific personnel could be diverted, which could have a material adverse effect on us. If any issued third-party patents were held by a
court of competent jurisdiction to cover aspects of our materials, formulations, methods of manufacture or methods for treatment, we could be forced,
including by court order, to cease developing, manufacturing or commercializing the relevant product candidate until such patent expired. Alternatively, we
may be required to obtain a license from such third party in order to use the infringing technology and to continue developing, manufacturing or marketing
the infringing product candidate. However, we may not be able to obtain any required license on commercially reasonably terms, or at all. Even if we were
able to obtain a license, the rights may be nonexclusive, which could result in our competitors gaining access to the same intellectual property licensed to us.
Ultimately, we could be prevented from commercializing a product candidate, or be forced to cease some aspect of our business operations, if, as a result of
actual or threatened patent infringement claims, we are unable to enter into licenses on acceptable terms. This could harm our business significantly.
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Parties making claims against us may obtain injunctive or other equitable relief, which could effectively block our ability to further develop and
commercialize one or more of our product candidates. Defending against claims of patent infringement or misappropriation of trade secrets could be costly
and time consuming, regardless of the outcome. Thus, even if we were to ultimately prevail, or to settle at an early stage, such litigation could burden us with
substantial unanticipated costs. In addition, litigation or threatened litigation could result in significant demands on the time and attention of our
management team, distracting them from the pursuit of other company business. In the event of a successful claim of infringement against us, we may have to
pay substantial damages, including treble damages and attorneys’ fees if we are found to have willfully infringed a patent, or to redesign our infringing
product candidates, which may be impossible or require substantial time and monetary expenditure. We may also elect to enter into license agreements in
order to settle patent infringement claims prior to litigation, and any such license agreement may require us to pay royalties and other fees that could be
significant.
We may face claims that we misappropriated the confidential information or trade secrets of a third party. If we are found to have misappropriated a
third party’s trade secrets, we may be prevented from further using such trade secrets, which could limit our ability to develop our product candidates. We are
not aware of any material threatened or pending claims related to these matters, but in the future litigation may be necessary to defend against such claims. If
we fail in defending any such claims, in addition to paying monetary damages, we may lose valuable intellectual property rights or personnel. Even if we are
successful in defending against such claims, litigation could result in substantial costs and be a distraction to management. During the course of any patent or
other intellectual property litigation, there could be public announcements of the results of hearings, rulings on motions, and other interim proceedings in the
litigation. If securities analysts or investors regard these announcements as negative, the perceived value of our product candidates, programs or intellectual
property could be diminished. Accordingly, the market price of our common stock may decline.
We may not be able to protect our intellectual property rights throughout the world.
Filing, prosecuting, enforcing and defending patents on all of our product candidates in all countries throughout the world would be prohibitively
expensive. Our or our licensors’ intellectual property rights in certain countries outside the United States may be less extensive than those in the United
States. In addition, the laws of certain foreign countries do not protect intellectual property rights to the same extent as laws in the United States.
Consequently, we and our licensors may not be able to prevent third parties from practicing our and our licensors’ inventions in countries outside the United
States, or from selling or importing infringing products made using our and our licensors’ inventions in and into the United States or other jurisdictions.
Competitors may use our and our licensors’ technologies in jurisdictions where we have not obtained patent protection or where we do not have exclusive
rights under the relevant patent(s) to develop their own products and, further, may export otherwise infringing products to territories where we and our
licensors have patent protection but where enforcement is not as strong as that in the United States. These infringing products may compete with our product
candidates in jurisdictions where we or our licensors have no issued patents or where we do not have exclusive rights under the relevant patent(s), or our
patent claims and other intellectual property rights may not be effective or sufficient to prevent them from so competing. Many companies have encountered
significant problems in protecting and defending intellectual property rights in foreign jurisdictions. The legal systems of certain countries, particularly
certain developing countries, do not favor the enforcement of patents and other intellectual property protection, particularly those relating to
biopharmaceuticals, which could make it difficult for us and our licensors to stop the infringement of our and our licensors’ patents or marketing of
competing products in violation of our and our licensors’ proprietary rights generally. Proceedings to enforce our and our licensors’ patent rights in foreign
jurisdictions could result in substantial costs and divert our attention from other aspects of our business, could put our and our licensors’ patents at risk of
being invalidated or interpreted narrowly, could put our and our licensors’ patent applications at risk of not issuing, and could provoke third parties to assert
claims against us or our licensors. We or our licensors may not prevail in any lawsuits that we or our licensors initiate, and even if we or our licensors are
successful the damages or other remedies awarded, if any, may not be commercially meaningful.
We have in-licensed a significant portion of our intellectual property from MSK. If we breach any of our license agreements with MSK, we could lose the
ability to continue the development and potential commercialization of one or more of our product candidates.
We hold rights under license agreements with MSK that are important to our business. Our discovery and development platform is built, in part,
around patent rights exclusively in-licensed from MSK. The MSK agreement generally grants us an exclusive license to research, develop, make, use, offer for
sale, sell and import, ATA129, ATA520 and ATA230. Three pending applications licensed to us by MSK that are all directed to methods of treating CMV
retinitis in HIV-infected patients or SOT recipients, are co-owned by MSK and another entity, and thus our exclusive license from MSK does not convey
exclusive rights under those applications. Under our existing MSK license agreement, we are subject to various obligations, including diligence obligations
with respect to development and commercialization activities, payment obligations upon achievement of certain milestones and royalties on product sales, as
well as other material obligations. If there is any conflict, dispute, disagreement or issue of nonperformance between us and MSK regarding our rights or
obligations under the license agreements, including any such conflict, dispute or disagreement arising
41

from our failure to satisfy diligence or payment obligations under any such agreement, we may be liable to pay damages and MSK may have a right to
terminate the affected license. The loss our license agreement with MSK could materially adversely affect our ability to proceed to utilize the affected
intellectual property in our drug discovery and development efforts, our ability to enter into future collaboration, licensing and/or marketing agreements for
one or more affected product candidates and our ability to commercialize the affected product candidates. The risks described elsewhere pertaining to our
patents and other intellectual property rights also apply to the intellectual property rights that we license, and any failure by us or our licensors to obtain,
maintain and enforce these rights could have a material adverse effect on our business.
We may become involved in lawsuits to protect or enforce our intellectual property, which could be expensive, time-consuming and unsuccessful and have
a material adverse effect on the success of our business and on our stock price.
Third parties may infringe our patents, the patents of our licensors, or misappropriate or otherwise violate our or our licensor’s intellectual property
rights. Our and our licensor’s patent applications cannot be enforced against third parties practicing the technology claimed in such applications unless and
until a patent issues from such applications, and then only to the extent the issued claims cover the technology. In the future, we or our licensors may elect to
initiate legal proceedings to enforce or defend our or our licensors’ intellectual property rights, to protect our or our licensor’s trade secrets or to determine
the validity or scope of intellectual property rights we own or control. Any claims that we assert against perceived infringers could also provoke these parties
to assert counterclaims against us alleging that we infringe their intellectual property rights or that our intellectual property rights are invalid. In addition,
third parties may initiate legal proceedings against us or our licensors to challenge the validity or scope of intellectual property rights we own or control. The
proceedings can be expensive and time-consuming. Many of our or our licensor’s adversaries in these proceedings may have the ability to dedicate
substantially greater resources to prosecuting these legal actions than we or our licensors can. Accordingly, despite our or our licensors’ efforts, we or our
licensors may not be able to prevent third parties from infringing upon or misappropriating intellectual property rights we own or control, particularly in
countries where the laws may not protect our rights as fully as in the United States. Litigation could result in substantial costs and diversion of management
resources, which could harm our business and financial results. In addition, in an infringement proceeding, a court may decide that a patent owned by or
licensed to us is invalid or unenforceable, in whole or in part, or may refuse to stop the other party from using the technology at issue on the grounds that our
or our licensors’ patents do not cover the technology in question. An adverse result in any litigation proceeding could put one or more of our or our licensors’
patents at risk of being invalidated, held unenforceable or interpreted narrowly.
Interference or derivation proceedings provoked by third parties, brought by us or our licensors or collaborators, or brought by the USPTO or any nonUS patent authority may be necessary to determine the priority of inventions or matters of inventorship with respect to our patents or patent applications. We
may also become involved in other proceedings, such as reexamination or opposition proceedings, inter partes review, post-grant review or other preissuance
or post-grant proceedings in the USPTO or its foreign counterparts relating to our intellectual property or the intellectual property of others. An unfavorable
outcome in any such proceeding could require us or our licensors to cease using the related technology and commercializing our product candidates, or to
attempt to license rights to it from the prevailing party. Our business could be harmed if the prevailing party does not offer us or our licensors a license on
commercially reasonable terms if any license is offered at all. Even if we or our licensors obtain a license, it may be non-exclusive, thereby giving our
competitors access to the same technologies licensed to us or our licensors. In addition, if the breadth or strength of protection provided by our or our
licensor’s patents and patent applications is threatened, it could dissuade companies from collaborating with us to license, develop or commercialize current
or future product candidates. Even if we successfully defend such litigation or proceeding, we may incur substantial costs and it may distract our management
and other employees. We could be found liable for monetary damages, including treble damages and attorneys’ fees, if we are found to have willfully
infringed a patent.
Furthermore, because of the substantial amount of discovery required in connection with intellectual property litigation, there is a risk that some of
our confidential information could be compromised by disclosure during this type of litigation. In addition, there could be public announcements of the
results of hearings, motions or other interim proceedings or developments. If securities analysts or investors perceive these results to be negative, it could
have a substantial adverse effect on the price of shares of our common stock.
*Changes in patent law could diminish the value of patents in general, thereby impairing our ability to protect our product candidates.
As is the case with other biotechnology and pharmaceutical companies, our success is heavily dependent on intellectual property, particularly patents.
Obtaining and enforcing patents in the biopharmaceutical industry involves both technological and legal complexity, and obtaining and enforcing
biopharmaceutical patents are costly, time-consuming, and inherently uncertain. The Supreme Court has ruled on several patent cases in recent years, either
narrowing the scope of patent protection available in certain circumstances or weakening the rights of patent owners in certain situations. In addition to
increasing uncertainty with regard to our and our licensors’ ability to obtain patents in the future, this combination of events has created uncertainty with
respect to the value of patents once obtained. Depending on future decisions by the U.S. Congress, the federal courts and/or the USPTO, the laws and
regulations governing patents could change in unpredictable ways that may weaken our and our licensors’ ability to obtain new patents or to enforce existing
patents and patents we and our licensors or collaborators may obtain in the future.
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Patent reform legislation that has occurred could increase the uncertainties and costs surrounding the prosecution of our and our licensors’ patent
applications and the enforcement or defense of our or our licensors’ issued patents. On September 16, 2011, the Leahy-Smith America Invents Act, or the
Leahy-Smith Act, was signed into law. The Leahy-Smith Act includes a number of significant changes to US patent law. These include provisions that affect
the way patent applications are prosecuted and may also affect patent litigation. The USPTO developed new regulations and procedures to govern
administration of the Leahy-Smith Act, and many of the substantive changes to patent law associated with the Leahy-Smith Act, and in particular, the first to
file provisions, only became effective on March 16, 2013. Accordingly, it is not clear what, if any, impact the Leahy-Smith Act will have on the operation of
our business. However, the Leahy-Smith Act and its implementation could increase the uncertainties and costs surrounding the prosecution of our or our
licensors’ patent applications and the enforcement or defense of our or our licensors’ issued patents, all of which could have a material adverse effect on our
business and financial condition.
If we are unable to protect the confidentiality of our trade secrets and other proprietary information, the value of our technology could be materially
adversely affected and our business could be harmed.
In addition to seeking the protection afforded by patents, we rely on trade secret protection and confidentiality agreements to protect proprietary
know-how that is not patentable or that we elect not to patent, processes for which patents are difficult to enforce, and other elements of our technology,
discovery and development processes that involve proprietary know-how, information or technology that is not covered by patents. The T-cell product
candidates and platform technology we have licensed from MSK are protected primarily as confidential know-how and trade secrets. Any disclosure to or
misappropriation by third parties of our confidential proprietary information could enable competitors to quickly duplicate or surpass our technological
achievements, including by enabling them to develop and commercialize products substantially similar to or competitive with our product candidates, thus
eroding our competitive position in the market. Trade secrets can be difficult to protect. We seek to protect our proprietary technology and processes, in part,
by entering into confidentiality agreements and invention assignment agreements with our employees, consultants, and outside scientific advisors,
contractors and collaborators. These agreements are designed to protect our proprietary information. Although we use reasonable efforts to protect our trade
secrets, our employees, consultants, contractors, or outside scientific advisors might intentionally or inadvertently disclose our trade secrets or confidential,
proprietary information to competitors. In addition, competitors may otherwise gain access to our trade secrets or independently develop substantially
equivalent information and techniques. If any of our confidential proprietary information were to be lawfully obtained or independently developed by a
competitor, we would have no right to prevent such competitor from using that technology or information to compete with us, which could harm our
competitive position.
Enforcing a claim that a third party illegally obtained and is using any of our trade secrets is expensive and time consuming, and the outcome is
unpredictable. In addition, the laws of certain foreign countries do not protect proprietary rights such as trade secrets to the same extent or in the same manner
as the laws of the United States. Misappropriation or unauthorized disclosure of our trade secrets to third parties could impair our competitive advantage in
the market and could materially adversely affect our business, results of operations and financial condition.
Risks Related to Commercialization of Our Product Candidates
Our commercial success depends upon attaining significant market acceptance of our product candidates, if approved, among physicians, patients,
healthcare payors and cancer treatment centers.
Even if we obtain regulatory approval for any of our product candidates that we may develop or acquire in the future, the product may not gain market
acceptance among physicians, healthcare payors, patients or the medical community, including cancer treatment centers. Market acceptance of any of our
product candidates for which we receive approval depends on a number of factors, including:
•

the efficacy and safety of such product candidates as demonstrated in clinical trials;

•

the clinical indications and patient populations for which the product candidate is approved;

•

acceptance by physicians, major cancer treatment centers and patients of the drug as a safe and effective treatment;

•

the adoption of novel cellular therapies by physicians, hospitals and third-party payors;

•

the potential and perceived advantages of product candidates over alternative treatments;

•

the safety of product candidates seen in a broader patient group, including its use outside the approved indications;

•

any restrictions on use together with other medications;

•

the prevalence and severity of any side effects;

•

product labeling or product insert requirements of the FDA or other regulatory authorities;

•

the timing of market introduction of our products as well as competitive products;
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•

the development of manufacturing and distribution processes for our novel T-cell product candidates;

•

the cost of treatment in relation to alternative treatments;

•

the availability of coverage and adequate reimbursement and pricing by third-party payors and government authorities;

•

relative convenience and ease of administration; and

•

the effectiveness of our sales and marketing efforts and those of our collaborators.

If any of our product candidates are approved but fail to achieve market acceptance among physicians, patients, healthcare payors or cancer treatment
centers, we will not be able to generate significant revenues, which would compromise our ability to become profitable.
Even if we are able to commercialize our product candidates, the products may not receive coverage and adequate reimbursement from third-party payors
in the United States and in other countries in which we seek to commercialize our products, which could harm our business.
Our ability to commercialize any product successfully will depend, in part, on the extent to which coverage and adequate reimbursement for these
products and related treatments will be available from government health administration authorities, private health insurers and other organizations.
Government authorities and third-party payors, such as private health insurers and health maintenance organizations, determine which medications
they will cover and establish reimbursement levels. A primary trend in the healthcare industry is cost containment. Government authorities and third-party
payors have attempted to control costs by limiting coverage and the amount of reimbursement for particular medications. Increasingly, third-party payors are
requiring that drug companies provide them with predetermined discounts from list prices and are challenging the prices charged for medical products. Thirdparty payors may also seek additional clinical evidence, beyond the data required to obtain regulatory approval, demonstrating clinical benefits and value in
specific patient populations before covering our products for those patients. We cannot be sure that coverage and adequate reimbursement will be available
for any product that we commercialize and, if reimbursement is available, what the level of reimbursement will be. Coverage and reimbursement may impact
the demand for, or the price of, any product candidate for which we obtain regulatory approval. If reimbursement is not available or is available only at
limited levels, we may not be able to successfully commercialize any product candidate for which we obtain regulatory approval.
There may be significant delays in obtaining coverage and reimbursement for newly approved drugs, and coverage may be more limited than the
purposes for which the drug is approved by the FDA or comparable foreign regulatory authorities. Moreover, eligibility for coverage and reimbursement does
not imply that any drug will be paid for in all cases or at a rate that covers our costs, including research, development, manufacture, sale and distribution.
Interim reimbursement levels for new drugs, if applicable, may also not be sufficient to cover our costs and may only be temporary. Reimbursement rates may
vary according to the use of the drug and the clinical setting in which it is used, may be based on reimbursement levels already set for lower cost drugs and
may be incorporated into existing payments for other services. Net prices for drugs may be reduced by mandatory discounts or rebates required by
government healthcare programs or private payors and by any future relaxation of laws that presently restrict imports of drugs from countries where they may
be sold at lower prices than in the United States. Third-party payors in the United States often rely upon Medicare coverage policy and payment limitations
in setting their own reimbursement policies. Our inability to promptly obtain coverage and profitable reimbursement rates from both government-funded and
private payors for any approved products that we develop could have a material adverse effect on our operating results, our ability to raise capital needed to
commercialize products and our overall financial condition.
Recently enacted and future legislation, including potentially unfavorable pricing regulations or other healthcare reform initiatives, may increase the
difficulty and cost for us to obtain regulatory approval of and commercialize our product candidates and affect the prices we may obtain.
The regulations that govern, among other things, regulatory approvals, coverage, pricing and reimbursement for new drug products vary widely from
country to country. In the United States and some foreign jurisdictions, there have been a number of legislative and regulatory changes and proposed changes
regarding the healthcare system that could prevent or delay regulatory approval of our product candidates, restrict or regulate post-approval activities and
affect our ability to successfully sell any product candidates for which we obtain regulatory approval. Legislative and regulatory proposals have been made
to expand post-approval requirements and restrict sales and promotional activities for pharmaceutical products. We cannot be sure whether additional
legislative changes will be enacted, or whether the FDA regulations, guidance or interpretations will be changed, or what the impact of such changes on the
regulatory approvals of our product candidates, if any, may be.
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In the United States, the European Union and other potentially significant markets for our product candidates, government authorities and third-party
payors are increasingly attempting to limit or regulate the price of medical products and services, particularly for new and innovative products and therapies,
which has resulted in lower average selling prices. Furthermore, the increased emphasis on managed healthcare in the United States and on country and
regional pricing and reimbursement controls in the European Union will put additional pressure on product pricing, reimbursement and usage, which may
adversely affect our future product sales and results of operations. These pressures can arise from rules and practices of managed care groups, judicial
decisions and governmental laws and regulations related to Medicare, Medicaid and healthcare reform, pharmaceutical reimbursement policies and pricing in
general.
Price controls may be imposed in foreign markets, which may adversely affect our future profitability.
In some countries, particularly member states of the European Union, the pricing of prescription drugs is subject to governmental control. In these
countries, pricing negotiations with governmental authorities can take considerable time after receipt of regulatory approval for a product. In addition, there
can be considerable pressure by governments and other stakeholders on prices and reimbursement levels, including as part of cost containment measures.
Political, economic and regulatory developments may further complicate pricing negotiations, and pricing negotiations may continue after reimbursement
has been obtained. Reference pricing used by various European Union member states and parallel distribution, or arbitrage between low-priced and highpriced member states, can further reduce prices. In some countries, we, or our collaborators, may be required to conduct a clinical trial or other studies that
compare the cost-effectiveness of our product candidates to other available therapies in order to obtain or maintain reimbursement or pricing approval.
Publication of discounts by third-party payors or authorities may lead to further pressure on the prices or reimbursement levels within the country of
publication and other countries. If reimbursement of our products is unavailable or limited in scope or amount, or if pricing is set at unsatisfactory levels, our
business could be adversely affected.
*We face substantial competition, which may result in others discovering, developing or commercializing products before or more successfully than we do.
We face competition from numerous pharmaceutical and biotechnology enterprises, as well as from academic institutions, government agencies and
private and public research institutions for our current product candidates. Our commercial opportunities will be reduced or eliminated if our competitors
develop and commercialize products that are safer, more effective, have fewer side effects or are less expensive than any products that we may develop.
Competition could result in reduced sales and pricing pressure on our product candidates, if approved, which in turn would reduce our ability to generate
meaningful revenues and have a negative impact on our results of operations. In addition, significant delays in the development of our product candidates
could allow our competitors to bring products to market before us and impair any ability to commercialize our product candidates.
There are currently no FDA or EMA approved products for the treatment of EBV-PTLD. However, some approved products and therapies are used offlabel in the treatment of EBV-PTLD, such as rituximab and combination chemotherapy regimens. In addition, a number of companies and academic
institutions are developing drug candidates for EBV-PTLD and other EBV associated diseases including: Cell Medica Ltd., which is conducting Phase 1
clinical trials for baltaleucel-T, an autologous EBV specific T-cell therapy in post-transplant lymphoproliferative disorder. In addition, Tessa Therapeutics
Pte Ltd. is developing TT10, an autologous EBV specific T-cell therapy, which is currently being evaluated in Phase 3 clinical trials for the treatment of
nasopharyngeal carcinoma.
Drug therapies approved or commonly used for CMV infection include antiviral compounds such as ganciclovir, valganciclovir, cidofovir and
foscarnet. In addition, a number of companies and academic institutions are developing drug candidates for CMV infection and other CMV-associated
diseases. These companies and academic institutions are in various stages of development with their product candidates with Merck & Co, Inc. completing
Phase 3 clinical trials of letermovir, a CMV terminase inhibitor; Shire Plc, which has initiated Phase 3 clinical trials of Maribavir, a UL97 protein kinase
inhibitor and Vical Inc. conducting Phase 3 clinical trials in patients undergoing an allogeneic stem cell transplant for evaluating ASP0113, a therapeutics
bivalent plasma DNA CMV vaccine.
Several products are approved for the treatment of relapsed or refractory multiple myeloma, including Kyprolis (marketed by Amgen Inc.), Revlimid
and Pomalyst (marketed by Celgene Corporation), Velcade (marketed by Millennium Pharmaceuticals, Inc.) and Darzalex (marketed by Janssen Research &
Development, LLC). In addition, a number of companies and academic institutions are in various stages of development for their drug candidates for
relapsed or refractory multiple myeloma including AB Science SA, which is conducting a Phase 3 clinical trial for masitinib.
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Many of the approved or commonly used drugs and therapies for EBV-PTLD, CMV and relapsed or refractory multiple myeloma are well-established
and are widely accepted by physicians, patients and third-party payors. Some of these drugs are branded and subject to patent protection, and other drugs and
nutritional supplements are available on a generic basis. Insurers and other third-party payors may encourage the use of generic products or specific branded
products. We expect that, if any of these product candidates is approved, it will be priced at a significant premium over competitive generic products. This
pricing premium may make it difficult for us to differentiate these products from currently approved or commonly used therapies and impede adoption of our
product, which may adversely impact our business. In addition, many companies are developing new therapeutics, and we cannot predict what the standard of
care will become as our products continue in clinical development.
Many of our competitors or potential competitors have significantly greater established presence in the market, financial resources and expertise in
research and development, manufacturing, preclinical testing, conducting clinical trials, obtaining regulatory approvals and marketing approved products
than we do, and as a result may have a competitive advantage over us. Smaller or early-stage companies may also prove to be significant competitors,
particularly through collaborative arrangements with large and established companies. These third parties compete with us in recruiting and retaining
qualified scientific and management personnel, establishing clinical trial sites and patient registration for clinical trials, as well as in acquiring technologies
and technology licenses complementary to our programs or advantageous to our business.
As a result of these factors, these competitors may obtain regulatory approval of their products before we are able to obtain patent protection or other
intellectual property rights, which will limit our ability to develop or commercialize our product candidates. Our competitors may also develop drugs that are
safer, more effective, more widely used and cheaper than ours, and may also be more successful than us in manufacturing and marketing their products. These
appreciable advantages could render our product candidates obsolete or noncompetitive before we can recover the expenses of development and
commercialization.
Mergers and acquisitions in the pharmaceutical and biotechnology industries may result in even more resources being concentrated among a smaller
number of our competitors. Smaller and other early stage companies may also prove to be significant competitors, particularly through collaborative
arrangements with large and established companies. These third parties compete with us in recruiting and retaining qualified scientific, management and
commercial personnel, establishing clinical trial sites and patient registration for clinical trials, as well as in acquiring technologies complementary to, or
necessary for, our programs.
If we are unable to establish sales and marketing capabilities or enter into agreements with third parties to market and sell our product candidates, we
may be unable to generate any revenue.
We do not currently have an organization for the sale, marketing and distribution of pharmaceutical products and the cost of establishing and
maintaining such an organization may exceed the cost-effectiveness of doing so. In order to market any products that may be approved by the FDA and
comparable foreign regulatory authorities, we must build our sales, marketing, managerial and other non-technical capabilities or make arrangements with
third parties to perform these services. There are significant risks involved in building and managing a sales organization, including our ability to hire, retain
and incentivize qualified individuals, generate sufficient sales leads, provide adequate training to sales and marketing personnel and effectively manage a
geographically dispersed sales and marketing team. Any failure or delay in the development of our internal sales, marketing and distribution capabilities
would adversely impact the commercialization of these products. If we are unable to establish adequate sales, marketing and distribution capabilities,
whether independently or with third parties, we may not be able to generate product revenues and may not become profitable. We will be competing with
many companies that currently have extensive and well-funded sales and marketing operations. Without an internal commercial organization or the support
of a third party to perform sales and marketing functions, we may be unable to compete successfully against these more established companies. If we are not
successful in commercializing our current or future product candidates either on our own or through collaborations with one or more third parties, our future
product revenue will suffer and we would incur significant additional losses.
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*We will need to grow the size of our organization, and we may experience difficulties in managing this growth.
As of July 31, 2017, we had 136 employees. We need to grow the size of our organization in order to support our continued development and
potential commercialization of our product candidates. In particular, we will need to add substantial numbers of additional personnel and other resources to
support our development and potential commercialization of our product candidates. As our development and commercialization plans and strategies
continue to develop, or as a result of any future acquisitions, our need for additional managerial, operational, manufacturing, sales, marketing, financial and
other resources will increase. Our management, personnel and systems currently in place may not be adequate to support this future growth. Future growth
would impose significant added responsibilities on members of management, including:
•

managing our preclinical studies and clinical trials effectively;

•

identifying, recruiting, maintaining, motivating and integrating additional employees;

•

managing our internal development efforts effectively while complying with our contractual obligations to licensors, licensees, contractors and
other third parties;

•

improving our managerial, development, operational, information technology, and finance systems; and

•

expanding our facilities.

As our operations expand, we will also need to manage additional relationships with various strategic partners, suppliers and other third parties. Our
future financial performance and our ability to commercialize our product candidates and to compete effectively will depend, in part, on our ability to
manage any future growth effectively. To that end, we must be able to manage our development efforts and preclinical studies and clinical trials effectively
and hire, train and integrate additional management, research and development, manufacturing, administrative and sales and marketing personnel. Our failure
to accomplish any of these tasks could prevent us from successfully growing our company.
Our future success depends on our ability to retain our executive officers and to attract, retain and motivate qualified personnel.
We are highly dependent upon our personnel, including Isaac E. Ciechanover, M.D., our President, Chief Executive Officer and founder, and
Christopher Haqq, Ph.D., M.D., our EVP, Chief Scientific Officer. Our employment agreements with Drs. Ciechanover and Haqq are at-will and do not prevent
them from terminating their employment with us at any time. The loss of the services of either of them could impede the achievement of our research,
development and commercialization objectives.
Our future growth and success depend on our ability to recruit, retain, manage and motivate our employees. The loss of any member of our senior
management team or the inability to hire or retain experienced management personnel could compromise our ability to execute our business plan and harm
our operating results. Because of the specialized scientific and managerial nature of our business, we rely heavily on our ability to attract and retain qualified
scientific, technical and managerial personnel. The competition for qualified personnel in the pharmaceutical field is intense and as a result, we may be
unable to continue to attract and retain qualified personnel necessary for the development of our business.
Our relationships with customers and third-party payors will be subject to applicable anti-kickback, fraud and abuse and other healthcare laws and
regulations, which could expose us to criminal sanctions, civil penalties, contractual damages, reputational harm and diminished profits and future
earnings.
Healthcare providers, physicians and third-party payors will play a primary role in the recommendation and prescription of any product candidates for
which we obtain regulatory approval. Our future arrangements with third-party payors and customers may expose us to broadly applicable fraud and abuse
and other healthcare laws and regulations that may constrain the business or financial arrangements and relationships through which we would market, sell
and distribute our products. As a pharmaceutical company, even though we do not and will not control referrals of healthcare services or bill directly to
Medicare, Medicaid or other third-party payors, federal and state healthcare laws and regulations pertaining to fraud and abuse and patients’ rights are and
will be applicable to our business. Restrictions under applicable federal and state healthcare laws and regulations that may affect our ability to operate
include the following:
•

the federal healthcare Anti-Kickback Statute will constrain our marketing practices, educational programs, pricing policies, and relationships
with healthcare providers or other entities, by prohibiting, among other things, persons from knowingly and willfully soliciting, offering,
receiving or providing remuneration, directly or indirectly, overtly or covertly, in cash or in kind, to induce or reward, or in return for, either the
referral of an individual for, or the purchase, order or recommendation of, any good or service, for which payment may be made under a federal
healthcare program such as Medicare and Medicaid;
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•

federal civil and criminal false claims laws and civil monetary penalty laws impose criminal and civil penalties, including through civil
whistleblower or qui tam actions, against individuals or entities for knowingly presenting, or causing to be presented, to the federal
government, including the Medicare and Medicaid programs, claims for payment or approval that are false or fraudulent or making a false
statement to avoid, decrease or conceal an obligation to pay money to the federal government;

•

the federal Health Insurance Portability and Accountability Act of 1996, or HIPAA, imposes criminal and civil liability for executing a scheme
to defraud any healthcare benefit program and also created federal criminal laws that prohibit knowingly and willfully falsifying, concealing or
covering up a material fact or making any materially false statements in connection with the delivery of or payment for healthcare benefits,
items or services;

•

HIPAA, as amended by the Health Information Technology for Economic and Clinical Health Act, or HITECH, also imposes obligations,
including mandatory contractual terms, with respect to safeguarding the privacy, security and transmission of individually identifiable health
information;

•

the federal physician sunshine requirements under the Affordable Care Act requires manufacturers of drugs, devices, biologics and medical
supplies to report annually to HHS information related to payments and other transfers of value to physicians, other healthcare providers, and
teaching hospitals, and ownership and investment interests held by physicians and other healthcare providers and their immediate family
members and applicable group purchasing organizations;

•

analogous state and foreign laws and regulations, such as state anti-kickback and false claims laws, may apply to sales or marketing
arrangements and claims involving healthcare items or services reimbursed by non-governmental third-party payors, including private insurers;
some state laws require pharmaceutical companies to comply with the pharmaceutical industry’s voluntary compliance guidelines and the
relevant compliance guidance promulgated by the federal government and may require drug manufacturers to report information related to
payments and other transfers of value to physicians and other healthcare providers; and

•

marketing expenditures; and state and foreign laws govern the privacy and security of health information in specified circumstances, many of
which differ from each other in significant ways and often are not preempted by HIPAA, thus complicating compliance efforts.

Efforts to ensure that our business arrangements with third parties will comply with applicable healthcare laws and regulations will involve substantial
costs. It is possible that governmental authorities will conclude that our business practices may not comply with current or future statutes, regulations or case
law involving applicable fraud and abuse or other healthcare laws and regulations. If our operations are found to be in violation of any of these laws or any
other governmental regulations that may apply to us, we may be subject to significant civil, criminal and administrative penalties, damages, fines,
imprisonment, exclusion from government funded healthcare programs, such as Medicare and Medicaid, and the curtailment or restructuring of our
operations. If any physicians or other healthcare providers or entities with whom we expect to do business are found to not be in compliance with applicable
laws, they may be subject to criminal, civil or administrative sanctions, including exclusions from government funded healthcare programs.
Our employees may engage in misconduct or other improper activities, including noncompliance with regulatory standards and requirements, which could
cause significant liability for us and harm our reputation.
We are exposed to the risk of employee fraud or other misconduct, including intentional failures to comply with FDA regulations or similar
regulations of comparable foreign regulatory authorities, provide accurate information to the FDA or comparable foreign regulatory authorities, comply with
manufacturing standards we have established, comply with federal and state healthcare fraud and abuse laws and regulations and similar laws and regulations
established and enforced by comparable foreign regulatory authorities, report financial information or data accurately or disclose unauthorized activities to
us. Employee misconduct could also involve the improper use of information obtained in the course of clinical trials, which could result in regulatory
sanctions and serious harm to our reputation. It is not always possible to identify and deter employee misconduct, and the precautions we take to detect and
prevent this activity may not be effective in controlling unknown or unmanaged risks or losses or in protecting us from governmental investigations or other
actions or lawsuits stemming from a failure to be in compliance with such laws or regulations. If any such actions are instituted against us, and we are not
successful in defending ourselves or asserting our rights, those actions could have a significant impact on our business and results of operations, including
the imposition of significant fines or other sanctions.
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Product liability lawsuits against us could cause us to incur substantial liabilities and to limit commercialization of any products that we may develop.
We face an inherent risk of product liability exposure related to the testing of our product candidates in human clinical trials and will face an even
greater risk if we commercially sell any products that we may develop. Product liability claims may be brought against us by subjects enrolled in our clinical
trials, patients, healthcare providers or others using, administering or selling our products. If we cannot successfully defend ourselves against claims that our
product candidates or products caused injuries, we could incur substantial liabilities. Regardless of merit or eventual outcome, liability claims may result in:
•

decreased demand for any product candidates or products that we may develop;

•

termination of clinical trial sites or entire trial programs;

•

injury to our reputation and significant negative media attention;

•

withdrawal of clinical trial participants;

•

significant costs to defend the related litigation;

•

substantial monetary awards to trial subjects or patients;

•

loss of revenue;

•

diversion of management and scientific resources from our business operations; and

•

the inability to commercialize any products that we may develop.

We currently hold product liability insurance coverage at a level that we believe is customary for similarly situated companies and adequate to
provide us with insurance coverage for foreseeable risks, but which may not be adequate to cover all liabilities that we may incur. Insurance coverage is
increasingly expensive. We may not be able to maintain insurance coverage at a reasonable cost or in an amount adequate to satisfy any liability that may
arise. We intend to expand our insurance coverage for products to include the sale of commercial products if we obtain regulatory approval for our product
candidates in development, but we may be unable to obtain commercially reasonable product liability insurance for any products that receive regulatory
approval. Large judgments have been awarded in class action lawsuits based on drugs that had unanticipated side effects. A successful product liability claim
or series of claims brought against us, particularly if judgments exceed our insurance coverage, could decrease our cash and adversely affect our business.
If we and our third-party manufacturers fail to comply with environmental, health and safety laws and regulations, we could become subject to fines or
penalties or incur costs that could have a material adverse effect on the success of our business.
We and our third-party manufacturers are subject to numerous environmental, health and safety laws and regulations, including those governing
laboratory procedures and the handling, use, storage, treatment and disposal of hazardous materials and wastes. Our operations involve the use of hazardous
and flammable materials, including chemicals and biological materials. Our operations also produce hazardous waste products. We generally contract with
third parties for the disposal of these materials and wastes. We cannot eliminate the risk of contamination or injury from these materials. In the event of
contamination or injury resulting from our or our third-party manufacturers’ use of hazardous materials, we could be held liable for any resulting damages,
and any liability could exceed our resources. We also could incur significant costs associated with civil or criminal fines and penalties.
Although we maintain workers’ compensation insurance to cover us for costs and expenses we may incur due to injuries to our employees resulting
from the use of hazardous materials with a policy limit that we believe is customary for similarly situated companies and adequate to provide us with
insurance coverage for foreseeable risks, this insurance may not provide adequate cover age against potential liabilities. We do not maintain insurance for
environmental liability or toxic tort claims that may be asserted against us in connection with our storage or disposal of biological or hazardous materials.
In addition, we may incur substantial costs in order to comply with current or future environmental, health and safety laws and regulations. These
current or future laws and regulations may impair our research, development or production efforts. Failure to comply with these laws and regulations also may
result in substantial fines, penalties or other sanctions, which could adversely affect our business, financial condition, results of operations and prospects.
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Our business and operations would suffer in the event of computer system failures or security breaches.
Our internal computer systems, and those of MSK, our CROs, our CMOs, and other business vendors on which we rely, are vulnerable to damage from
computer viruses, unauthorized access, natural disasters, fire, terrorism, war and telecommunication and electrical failures. We exercise little or no control
over these third parties, which increases our vulnerability to problems with their systems. If such an event were to occur and cause interruptions in our
operations, it could result in a material disruption of our drug development programs. For example, the loss of clinical trial data from completed, ongoing or
planned clinical trials could result in delays in our regulatory approval efforts and significantly increase our costs to recover or reproduce the data. To the
extent that any disruption or security breach results in a loss of or damage to our data or applications, or inappropriate disclosure of confidential or
proprietary information, we could incur liability, the further development of our product candidates could be delayed and our business could be otherwise
adversely affected.
Our ability to use our net operating loss carryforwards and certain other tax attributes may be limited.
Our ability to use federal and state net operating loss, or NOL, carryforwards to offset potential future taxable income and related income taxes that
would otherwise be due is dependent upon our generation of future taxable income before the expiration dates of the NOL carryforwards, and we cannot
predict with certainty when, or whether, we will generate sufficient taxable income to use all or a portion of our NOL carryforwards. As of December 31, 2016,
we had federal and state NOL carryforwards for tax return purposes of $100.0 million and $130.1 million, respectively, which, if not utilized, begin to expire
in various amounts beginning in the year 2032. Under Section 382 of the Internal Revenue Code of 1986, as amended, or the Code, if over a rolling threeyear period, the cumulative change in our ownership exceeds 50% (as determined under applicable Treasury regulations), our ability to utilize our U.S. NOL
carryforwards and other pre-change tax attributes (such as research tax credits) to offset future taxable income or taxes may be limited. We completed a
Section 382 study of transactions in our stock through December 31, 2016 and concluded that we have experienced at least one ownership change since
inception and our utilization of NOL carryforwards will therefore be subject to annual limitation. Our ability to utilize our NOL carryforwards may be further
limited as a result of subsequent ownership changes. Similar rules may apply under state tax laws. Further, other provisions of the Code may limit our ability
to utilize NOLs incurred before our recapitalization to offset income or gain realized after the recapitalization, unless such income or gain is realized by the
same entity that originally incurred such NOLs. In addition, at the state level, there may be periods during which the use of NOLs is suspended or otherwise
limited. Such limitations could result in the expiration of our NOL carryforwards before they can be utilized and, if we are profitable, our future cash flows
could be adversely affected due to our increased tax liability.
Business disruptions could seriously harm our future revenues and financial condition and increase our costs and expenses.
Our operations could be subject to earthquakes, power shortages, telecommunications failures, water shortages, floods, hurricanes, typhoons, fires,
extreme weather conditions, medical epidemics and other natural or manmade disasters or business interruptions, for which we are predominantly selfinsured. Two of our corporate locations are located in California, an area prone to earthquakes. The occurrence of any of these business disruptions could
seriously harm our operations and financial condition and increase our costs and expenses. We rely on third-party manufacturers to produce our product
candidates. Our ability to obtain clinical supplies of product candidates could be disrupted, if the operations of these suppliers are affected by a man-made or
natural disaster or other business interruption. The ultimate impact on us, our significant suppliers and our general infrastructure is unknown, but our
operations and financial condition could suffer in the event of a major earthquake, fire or other natural disaster.
Risks Related to Ownership of Our Common Stock
*Our stock price has been and will likely continue to be volatile and may decline regardless of our operating performance.
Our stock price has fluctuated in the past and can be expected to be volatile in the future. From October 16, 2014, the first date of trading of our
common stock, through June 30, 2017, the reported sale price of our common stock has fluctuated between $9.66 and $65.56 per share. The stock market in
general and the market for biotechnology companies in particular have experienced extreme volatility that has often been unrelated to the operating
performance of particular companies. As a result of this volatility, investors may experience losses on their investment in our common stock. The market price
of our common stock may be influenced by many factors, including the following:
•

the success of competitive products or technologies;

•

regulatory actions with respect to our product candidates or products or our competitors’ product candidates or products;

•

actual or anticipated changes in our growth rate relative to our competitors;

•

announcements by us or our competitors of significant acquisitions, strategic partnerships, joint ventures, collaborations or capital
commitments;
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•

results of clinical trials of our product candidates or those of our competitors;

•

regulatory or legal developments in the United States and other countries;

•

developments or disputes concerning patent applications, issued patents or other proprietary rights;

•

the recruitment or departure of key personnel;

•

the level of expenses related to any of our product candidates or clinical development programs;

•

the results of our efforts to in-license or acquire additional product candidates or products;

•

actual or anticipated changes in estimates as to financial results, development timelines or recommendations by securities analysts;

•

variations in our financial results or those of companies that are perceived to be similar to us;

•

fluctuations in the valuation of companies perceived by investors to be comparable to us;

•

inconsistent trading volume levels of our shares;

•

announcement or expectation of additional financing efforts;

•

sales of our common stock by us, our insiders or our other stockholders;

•

changes in the structure of healthcare payment systems;

•

market conditions in the pharmaceutical and biotechnology sectors;

•

general economic, industry and market conditions; and

•

the other risks described in this “Risk Factors” section.

We may be subject to securities litigation, which is expensive and could divert management attention.
The market price of our common stock has been volatile, and in the past companies that have experienced volatility in the market price of their stock
have been subject to securities class action litigation. We may be the target of this type of litigation in the future. Securities litigation against us could result
in substantial costs and divert our management’s attention from other business concerns, which could seriously harm our business.
Our principal stockholders and management own a significant percentage of our stock and will be able to exert significant control over matters subject to
stockholder approval.
Our executive officers, directors and stockholders own a significant portion of our outstanding voting stock. These stockholders may be able to
determine the outcome of all matters requiring stockholder approval. For example, these stockholders may be able to control elections of directors,
amendments of our organizational documents, or approval of any merger, sale of assets, or other major corporate transaction. This may prevent or discourage
unsolicited acquisition proposals or offers for our common stock that you may feel are in your best interest as one of our stockholders. The interests of this
group of stockholders may not always coincide with your interests or the interests of other stockholders and they may act in a manner that advances their best
interests and not necessarily those of other stockholders, including seeking a premium value for their common stock, and might affect the prevailing market
price for our common stock.
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Sales of a substantial number of shares of our common stock in the public market could cause our stock price to fall.
Sales of a substantial number of shares of our common stock in the public market could occur at any time. These sales, or the perception in the market
that the holders of a large number of shares intend to sell shares, could reduce the market price of our common stock. Moreover, certain holders of shares of
our common stock will have rights, subject to certain conditions, to require us to file registration statements covering their shares or to include their shares in
registration statements that we may file for ourselves or other stockholders. We have registered and intend to continue to register all shares of common stock
that we may issue under our equity compensation plans. Once we register these shares, they can be freely sold in the public market upon issuance, subject to
volume limitations applicable to affiliates.
We are an “emerging growth company” and are taking advantage of reduced disclosure and governance requirements applicable to emerging growth
companies, which could result in our common stock being less attractive to investors.
We are an “emerging growth company,” as defined in the JOBS Act, and we are taking advantage of certain exemptions from various reporting
requirements that are applicable to other public companies that are not emerging growth companies including, but not limited to, not being required to
comply with the auditor attestation requirements of Section 404 of the Sarbanes-Oxley Act, reduced disclosure obligations regarding executive
compensation in our periodic reports and proxy statements, and exemptions from the requirements of holding a nonbinding advisory vote on executive
compensation and stockholder approval of any golden parachute payments not previously approved. We cannot predict if investors will find our common
stock less attractive because we will rely on these exemptions. If some investors find our common stock less attractive as a result, there may be a less active
trading market for our common stock and our stock price may be more volatile. We may take advantage of these reporting exemptions until we are no longer
an emerging growth company, which in certain circumstances could be for up to five years from the date of our initial public offering. We will cease to be an
“emerging growth company” upon the earliest of: (1) December 31, 2019; (2) the last day of the first fiscal year in which our annual gross revenues are $1
billion or more; (3) the date on which we have, during the previous rolling three-year period, issued more than $1 billion in non-convertible debt securities;
and (4) the date on which we are deemed to be a “large accelerated filer” as defined in the Exchange Act.
Our status as an “emerging growth company” under the JOBS Act may make it more difficult to raise capital as and when we need it.
Because of the exemptions from various reporting requirements provided to us as an “emerging growth company” we may be less attractive to
investors and it may be difficult for us to raise additional capital as and when we need it. Investors may be unable to compare our business with other
companies in our industry if they believe that our financial accounting is not as transparent as other companies in our industry. If we are unable to raise
additional capital as and when we need it, our financial condition and results of operations may be materially and adversely affected.
We have incurred and will continue to incur increased costs as a result of being a public company and our management expects to devote substantial time
to public company compliance programs.
As a public company, we have incurred and will continue to incur significant legal, accounting and other expenses. We are subject to the reporting
requirements of the Exchange Act, which require, among other things, that we file with the SEC annual, quarterly and current reports with respect to our
business and financial condition. In addition, the Sarbanes-Oxley Act, as well as rules subsequently adopted by the SEC and The Nasdaq Stock Market to
implement provisions of the Sarbanes-Oxley Act, impose significant requirements on public companies, including requiring establishment and maintenance
of effective disclosure and financial controls and changes in corporate governance practices. Further, pursuant to the Dodd-Frank Wall Street Reform and
Consumer Protection Act of 2010, the SEC has adopted and will adopt additional rules and regulations, such as mandatory “say on pay” voting requirements,
that will apply to us when we cease to be an emerging growth company. Stockholder activism, the current political environment and the potential for future
regulatory reform may lead to substantial new regulations and disclosure obligations, which may lead to additional compliance costs and impact the manner
in which we operate our business in ways we cannot currently anticipate.
The rules and regulations applicable to public companies have substantially increased our legal and financial compliance costs and make some
activities more time-consuming and costly. To the extent these requirements divert the attention of our management and personnel from other business
concerns, they could have a material adverse effect on our business, financial condition and results of operations. The increased costs will decrease our net
income or increase our net loss, and may require us to reduce costs in other areas of our business or increase the prices of our products or services.
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Because we do not anticipate paying any cash dividends on our capital stock in the foreseeable future, capital appreciation, if any, will be your sole source
of potential gain.
We have never declared or paid cash dividends on our capital stock. We currently intend to retain all of our future earnings, if any, to finance the
growth and development of our business. In addition, the terms of any future debt agreements may preclude us from paying dividends. As a result, capital
appreciation, if any, of our common stock will be your sole source of gain for the foreseeable future.
Future sales and issuances of our common stock or rights to purchase common stock, including pursuant to our equity incentive plans, could result in
additional dilution of the percentage ownership of our stockholders and could cause our stock price to fall.
We expect that significant additional capital will be needed in the future to continue our planned operations. To raise capital, we may sell substantial
amounts of common stock or securities convertible into or exchangeable for common stock. These future issuances of common stock or common stockrelated securities, together with the exercise of outstanding options and any additional shares issued in connection with acquisitions or in-licenses, if any,
may result in material dilution to our investors. Such sales may also result in material dilution to our existing stockholders, and new investors could gain
rights, preferences and privileges senior to those of holders of our common stock.
Pursuant to our equity incentive plans, our compensation committee is authorized to grant equity-based incentive awards to our employees, nonemployee directors and consultants. Future grants of RSUs, options and other equity awards and issuances of common stock under our equity incentive plans
will result in dilution and may have an adverse effect on the market price of our common stock.
Some provisions of our charter documents and Delaware law may have anti-takeover effects that could discourage an acquisition of us by others, even if an
acquisition would be beneficial to our stockholders and may prevent attempts by our stockholders to replace or remove our current management.
Provisions in our amended and restated certificate of incorporation, or certificate of incorporation, and amended and restated bylaws, or bylaws, as
well as provisions of Delaware law, could make it more difficult for a third party to acquire us or increase the cost of acquiring us, even if doing so would
benefit our stockholders, or remove our current management. These include provisions that will:
•

permit our board of directors to issue up to 20,000,000 shares of preferred stock, with any rights, preferences and privileges as they may
designate;

•

provide that all vacancies on our board of directors, including as a result of newly created directorships, may, except as otherwise required by
law, be filled by the affirmative vote of a majority of directors then in office, even if less than a quorum;

•

require that any action to be taken by our stockholders must be effected at a duly called annual or special meeting of stockholders and not be
taken by written consent;

•

provide that stockholders seeking to present proposals before a meeting of stockholders or to nominate candidates for election as directors at a
meeting of stockholders must provide advance notice in writing, and also specify requirements as to the form and content of a stockholder’s
notice;

•

not provide for cumulative voting rights, thereby allowing the holders of a majority of the shares of common stock entitled to vote in any
election of directors to elect all of the directors standing for election; and

•

provide that special meetings of our stockholders may be called only by the board of directors or by such person or persons requested by a
majority of the board of directors to call such meetings.
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These provisions may frustrate or prevent any attempts by our stockholders to replace or remove our current management by making it more difficult
for stockholders to replace members of our board of directors, who are responsible for appointing the members of our management. For example, our board is
divided into three classes. Each class has a three-year term. These classes make it more difficult to replace a majority of our directors in a short period of time.
Because we are incorporated in Delaware, we are governed by the provisions of Section 203 of the Delaware General Corporation Law, which may
discourage, delay or prevent someone from acquiring us or merging with us whether or not it is desired by or beneficial to our stockholders. Under Delaware
law, a corporation may not, in general, engage in a business combination with any holder of 15% or more of its capital stock unless the holder has held the
stock for three years or, among other things, the board of directors has approved the transaction. Any provision of our amended and restated certificate of
incorporation or amended and restated bylaws or Delaware law that has the effect of delaying or deterring a change in control could limit the opportunity for
our stockholders to receive a premium for their shares of our common stock, and could also affect the price that some investors are willing to pay for our
common stock.
If securities or industry analysts do not publish research or publish inaccurate or unfavorable research about our business, our stock price and trading
volume could decline.
The trading market for our common stock will depend in part on the research and reports that securities or industry analysts publish about us or our
business. In the event securities or industry analysts who cover us downgrade our stock or publish inaccurate or unfavorable research about our business, our
stock price would likely decline. If one or more of these analysts cease coverage of our company or fail to publish reports on us regularly, demand for our
stock could decrease, which might cause our stock price and trading volume to decline.
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
None.
Item 3. Defaults Upon Senior Securities
None.
Item 4. Mine Safety Disclosures
Not applicable.
Item 5. Other Information
None.
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31.2
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X
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XBRL Calculation Linkbase Document
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XBRL Labels Linkbase Document
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101.PRE

XBRL Presentation Linkbase Document

X
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pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of
2002, and shall not be deemed “filed” by the
Registrant for purposes of Section 18 of the
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, Atara Biotherapeutics, Inc. has duly caused this report to be signed on its behalf
by the undersigned thereunto duly authorized.
ATARA BIOTHERAPEUTICS, INC.
Date: August 7, 2017
By: /s/ Isaac Ciechanover
Isaac Ciechanover
President and Chief Executive Officer
(Duly Authorized Officer and Principal
Executive Officer)
By: /s/ John F. McGrath, Jr.
John F. McGrath, Jr.
Executive Vice President and Chief Financial Officer
(Duly Authorized Officer and Principal
Financial and Accounting Officer)
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EXHIBIT 10.1
ATARA BIOTHERAPEUTICS, INC.
EXECUTIVE EMPLOYMENT AGREEMENT
for
JOE NEWELL
This Executive Employment Agreement (this “Agreement”), is made and entered into effective as of March 20, 2017 (the
“Effective Date”), by and between Joe Newell (“Executive”) and Atara Biotherapeutics, Inc. (the “Company”).
1.

Employment by the Company.

1.1
Position. Executive shall serve as the Company’s Executive Vice President, Chief Technical Operations
Officer, reporting to the Company’s Chief Executive Officer. During the term of Executive’s employment with the Company,
Executive will devote Executive’s best efforts and substantially all of Executive’s business time and attention to the business of the
Company, except for approved vacation periods and reasonable periods of illness or other incapacities permitted by the Company’s
general employment policies. Executive’s anticipated start date will be April 3, 2017 (the “Start Date”).
1.2
Duties and Location. Executive shall perform such duties as are customarily associated with the position
of Executive Vice President, Chief Technical Operations Officer and such other duties as are assigned to Executive by the Company’s
Chief Executive Officer. Executive’s primary office location shall be the Company’s Southern California Location in Westlake
Village, California. Subject to the terms of this Agreement, the Company reserves the right to: (i) reasonably require Executive to
perform Executive’s duties at places other than Executive’s primary office location from time to time and to require reasonable business
travel; and (ii) modify Executive’s job title and duties as it deems necessary and appropriate in light of the Company’s needs and
interests from time to time.
1.3
Policies and Procedures. The employment relationship between the parties shall be governed by the
general employment policies and practices of the Company, except that when the terms of this Agreement differ from or are in conflict
with the Company’s general employment policies or practices, this Agreement shall control.
2.

Compensation.

2.1
Base Salary. For services to be rendered hereunder, Executive shall receive a base salary at the rate of
$345,000 per year (the “Base Salary”), less standard payroll deductions and withholdings, and payable in accordance with the
Company’s regular payroll schedule.
2.2
Annual Bonus. Executive will be eligible for an annual discretionary bonus (the “Annual Bonus”) of up
to forty percent (40%) of Executive’s then current Base Salary (the “Target Bonus Amount ”). Whether Executive receives an
Annual Bonus for any given year, and the amount of any such Annual Bonus, will be determined in the good faith discretion of the
Company’s Board of Directors (“Board”) (or the Compensation Committee thereof), based upon the Company’s and Executive’s
achievement of objectives and milestones to be determined on an annual basis by the Board (or Compensation Committee thereof). No
Annual Bonus is guaranteed and, in addition to the other conditions for earning such compensation, Executive must remain an
employee in good standing of the Company on the scheduled Annual Bonus payment date in order to be eligible for any Annual
Bonus. For the 2017 calendar year, Executive’s eligibility for the Annual Bonus will be prorated based on Executive’s Start Date.

2.3

Signing and Retention Bonus.

2.3.1
Executive will be eligible for a signing and retention bonus in the amount of $100,000, less
standard payroll deductions and withholdings, to be paid to Executive within thirty (30) days of the Start Date (the “Signing
Bonus”). This Signing Bonus is an advance and is being paid to Executive prior to being earned by Executive.
2.3.2
Executive will earn the Signing Bonus on the following schedule: fifty-percent (50%) of the
Signing Bonus will be earned on the first year anniversary of Executive’s Start Date; and the remaining fifty-percent (50%) of the
Signing Bonus will be earned on the second year anniversary of Executive’s Start Date.
2.3.3
If, at any time during Executive’s first year of employment, Executive resigns his employment
without Good Reason or the Company terminates Executive’s employment for Cause, Executive agrees to repay one-hundred percent
(100%) of the Signing Bonus to the Company within thirty (30) days following Executive’s employment termination date. If, at any
time during Executive’s second year of employment, Executive resigns his employment without Good Reason or the Company
terminates Executive’s employment for Cause, Executive agrees to repay fifty percent (50%) of the Signing Bonus to the Company
within thirty (30) days following Executive’s employment termination date.
2.3.4
If at any time: (i) Executive resigns his employment for Good Reason; (ii) Executive’s employment
is terminated by the Company without Cause; or
(iii) Executive’s employment is terminated due to death or disability; then
Executive shall not be required to repay the Signing Bonus or any portion thereof.
2.3.5
To the extent permitted by applicable law, Executive expressly authorizes the Company to deduct
from his final paycheck any unearned amount of the Signing Bonus.
3.
Relocation. Pursuant to Section 1.2 above, Executive’s primary office location shall be the Company’s
headquarters located in Westlake Village, California, and as a condition of employment, Executive shall relocate to the Westlake
Village California on or before February 15, 2018.
3.1
Moving Expense Reimbursement Pool. Executive will be eligible for certain reasonable out-of-pocket
expenses specifically described in Section 3.2 below incurred as a result of his permanent relocation to the Westlake Village California
Area, up to a maximum total reimbursement amount of $367,000 (less any amounts paid to Executive by the Company for the SignOn Reimbursement in Section 4.1 below and/or the Relocation Reimbursement in Section 4.2 below), which if payable, in all cases
will be paid as an advance on or before March 15, 2018 (the “Moving Expense Reimbursement Pool”). To be reimbursed for such
expenses, Executive must submit all documentation of such reimbursable expenses on or before February 15, 2018. For the avoidance
of doubt, in no circumstance will the total amount paid by the Company for the Moving Expense Reimbursement Pool, Sign-On
Reimbursement and/or the Relocation Reimbursement (together, the “Reimbursement Benefits”) exceed $367,000, or will any such
Reimbursement Benefits be paid to Executive after March 15, 2018. Payment of the Reimbursement Benefits is intended to qualify for
the “short-term” deferral exemption from application of Section 409A of the Code available under Treasury Regulations Section
1.409A-1(b)(4) and the terms of this Agreement shall be interpreted consistent with such intent.
3.2
Qualifying Moving Expenses. The sole relocation expenses that will qualify for reimbursement from the
Moving Expense Reimbursement Pool by the Company are the following: (i) reasonable costs associated with packing and moving
Executive’s personal and household goods to the San Francisco Bay Area, including without limitation shipment of furniture,
household items and artwork, vehicles, personal effects, and the like; (ii) temporary housing costs in the Westlake Village California
Area; (iii) reasonable coach or economy airfare for one (1) house hunting trip to the Westlake Village California Area and one (1) trip
to the Westlake Village California Area to complete Executive’s relocation move; (iv) reasonable costs associated with the sale of
Executive’s residence in Massachusetts, including reimbursement of payment of real estate commissions to Executive’s real estate
agent; but specifically excluding any “loss” as a result of Executive’s sale of his primary residence (as determined by comparing the
original purchase price paid by Executive for his primary residence, compared to the price at

which Executive sells his primary residence); and (v) reasonable costs associated with temporary storage of Executive’s belongings for
up to six (6) months (if necessary). Executive will be reimbursed only for actual relocation expenses incurred and specifically
described in this Section 3.2 up to the maximum reimbursement noted above in Section 3.1. Executive will be solely responsible for
any relocation expenses (vi) exceeding the Moving Expense Reimbursement Pool, (vii) which are incurred after February 15, 2018, or
(viii) documentation of which is not submitted to the Company on or before February 15, 2018, and the Company will not be obligated
to provide any additional or other relocation benefits or relocation assistance to Executive except as set forth in this Agreement.
3.3
Repayment of the Moving Expense Reimbursement. If, at any time before the one year anniversary of
the last date that the Company makes a payment to Executive from the Moving Expense Reimbursement Pool reimbursing Executive’s
eligible moving expenses, Executive resigns his employment without Good Reason or the Company terminates Executive’s
employment for Cause, Executive agrees to repay one-hundred percent (100%) of the Moving Expense Reimbursement Pool to the
Company within thirty (30) days following Executive’s employment termination date. If at any time: (i) Executive resigns his
employment for Good Reason; (ii) Executive’s employment is terminated by the Company without Cause; or (iii) Executive’s
employment is terminated due to death or disability, Executive shall not be required to repay the Moving Expense Reimbursement Pool
or any portion thereof. To the extent permitted by applicable law, Executive expressly authorizes the Company to deduct from his
final paycheck any unearned amount of the Moving Expense Reimbursement Pool.
4.

Cover Bonuses.
4.1

Prior Sign-On Bonus Reimbursement.

4.1.1
If, at any time before February 15, 2018, Executive is required by Executive’s former employer to
repay any sign-on bonus amount as a result of Executive’s resignation of employment from that former employer (such applicable
amount, the “Repayment Amount”), and Executive submits documentation satisfactory to the Company of such repayment (e.g., a
copy of the former employer’s sign-on repayment demand and proof of Executive’s repayment of the required amount) (the
“Repayment Documentation”) no later than February 15, 2018, then the Company will advance to Executive a cash payment in an
amount equal to the lesser of: (i) the Repayment Amount; (ii) $125,000; or (iii) an amount equal to the then current remaining balance
of the Moving Expense Reimbursement Pool (such applicable amount, the “Sign-On Reimbursement”), payable, less standard
payroll deductions and withholdings, on or before March 15, 2018 (the applicable date of payment, the “Sign-On Reimbursement
Payment Date”). If payable, the Sign-On Reimbursement will be an advance and will be paid to Executive prior to being earned by
Executive. No Sign-On Reimbursement amount will be payable if the required Repayment Documentation is not timely submitted to
the Company by Executive on or before February 15, 2018. In all cases, the Sign-On Reimbursement, if payable, will be paid on or
before March 15, 2018.
4.1.2
Executive will earn the Sign-On Reimbursement on the following schedule: fifty percent (50%) of
the Sign-On Reimbursement will be earned on the first year anniversary of the Sign-On Reimbursement Payment Date; and the
remaining fifty percent (50%) of Sign-On Reimbursement will be earned on the second year anniversary of the Sign-On
Reimbursement Payment Date.
4.1.3
If, at any time prior to the first year anniversary of the Sign-On Reimbursement Payment Date,
Executive resigns his employment without Good Reason or the Company terminates Executive’s employment for Cause, Executive
agrees to repay one-hundred percent (100%) of the Sign-On Reimbursement to the Company within thirty (30) days following
Executive’s employment termination date. If, at any time between the first and second year anniversaries of the Sign-On
Reimbursement Payment Date, Executive resigns his employment without Good Reason or the Company terminates Executive’s
employment for Cause, Executive agrees to repay fifty percent (50%) of the Sign-On Reimbursement to the Company within thirty
(30) days following Executive’s employment termination date.

4.1.4
If at any time: (i) Executive resigns his employment for Good Reason; (ii) Executive’s employment
is terminated by the Company without Cause; or (iii) Executive’s employment is terminated due to death or disability; then Executive
shall not be required to repay the Sign-On Reimbursement or any portion thereof.
4.1.5
To the extent permitted by applicable law, Executive expressly authorizes the Company to deduct
from his final paycheck any unearned amount of the Sign-On Reimbursement.
4.2

Prior Relocation Bonus Reimbursement.

4.2.1
If, at any time before February 15, 2018, Executive is required by Executive’s former employer to
repay any relocation bonus amount as a result of Executive’s resignation of employment from that former employer (the “Relocation
Repayment Amount”), and Executive submits documentation satisfactory to the Company of such repayment (e.g., a copy of the
former employer’s relocation repayment demand and proof of Executive’s repayment of the applicable amount (the “Relocation
Repayment Documentation”) no later than February 15, 2018, the Company will advance to Executive a cash payment in an amount
equal to the lesser of: (i) the Relocation Repayment Amount; (ii) $192,000; or (iii) an amount equal to the then current remaining
balance of the Moving Expense Reimbursement Pool (such applicable amount, the “Relocation Reimbursement”), payable, less
standard payroll deductions and withholdings, on or before March 15, 2018 (the applicable date of payment, the “Relocation
Reimbursement Payment Date”). If payable, the Relocation Reimbursement will be an advance and will be paid to Executive prior
to being earned by Executive. No Relocation Reimbursement amount will be payable to Executive if the required Relocation
Repayment Documentation is not timely submitted by Executive to the Company on or before February 15, 2018. In all cases, the
Relocation Reimbursement, if payable, will be paid to Executive on or before March 15, 2018.
4.2.2
Executive will earn the Relocation Reimbursement on the following schedule: fifty percent (50%)
of the Relocation Reimbursement will be earned on the first year anniversary of the Relocation Reimbursement Payment Date; and the
remaining fifty percent (50%) of Relocation Reimbursement will be earned on the second year anniversary of the Relocation
Reimbursement Payment Date.
4.2.3
If, at any time prior to the first year anniversary of the Relocation Reimbursement Payment Date,
Executive resigns his employment without Good Reason or the Company terminates Executive’s employment for Cause, Executive
agrees to repay one-hundred percent (100%) of the Relocation Reimbursement to the Company within thirty (30) days following
Executive’s employment termination date. If, at any time between the first and second year anniversaries of the Relocation
Reimbursement Payment Date, Executive resigns his employment without Good Reason or the Company terminates Executive’s
employment for Cause, Executive agrees to repay fifty percent (50%) of the Relocation Reimbursement to the Company within thirty
(30) days following Executive’s employment termination date.
4.2.4
If at any time: (i) Executive resigns his employment for Good Reason; (ii) Executive’s employment
is terminated by the Company without Cause; or (iii) Executive’s employment is terminated due to death or disability; then Executive
shall not be required to repay the Relocation Reimbursement or any portion thereof.
4.2.5
To the extent permitted by applicable law, Executive expressly authorizes the Company to deduct
from his final paycheck any unearned amount of the Relocation Reimbursement.
5.
Standard Company Benefits. Executive shall, in accordance with Company policy and the terms and conditions
of the applicable Company benefit plan documents, be eligible to participate in the benefit and fringe benefit programs provided by the
Company to its executive officers and other employees from time to time. Any such benefits shall be subject to the terms and
conditions of the governing benefit plans and policies and may be changed by the Company in its discretion.

6.
Expenses. The Company will reimburse Executive for reasonable travel, entertainment or other expenses incurred
by Executive in furtherance or in connection with the performance of Executive’s duties hereunder, in accordance with the Company’s
expense reimbursement policy as in effect from time to time.
7.

Equity.

7.1
Options. The Company will recommend to its Compensation Committee of the Board that Executive be
granted an option to purchase 90,000 shares of the Company’s Common Stock (“Option”). Grant of the Option is subject to the
approval of the Compensation Committee. If granted, the Option shall vest over four years of continuous service to the Company,
with twenty-five percent (25%) of the shares subject to the Option grant becoming vested on the first year anniversary of the Start
Date, and the remaining shares becoming vested in equal monthly installments over the following thirty-six (36) months of continuous
service. The exercise price of the Option, as well as all other matters related to the Option, will be governed by and subject to the
terms and conditions set forth in the Company’s 2014 Equity Incentive Plan, and the stock option agreement Executive will be
required to execute.
7.2
Restricted Stock Units. The Company will recommend to its Compensation Committee of the Board that
Executive be granted 7,500 restricted stock units (“RSUs”). Grant of the RSUs is subject to the approval of the Compensation
Committee. If granted, the RSUs shall vest over four years of continuous service to the Company, with twenty-five percent (25%) of
the RSUs becoming vested on the first year anniversary of the Start Date, and the remaining RSUs becoming vested in equal annual
installments over the following three anniversaries of the Start Date of continuous service. The RSUs will be governed by and subject
to the terms and conditions set forth in the Company’s 2014 Equity Incentive Plan and the applicable grant documents.
8.

Proprietary Information Obligations.

8.1
Proprietary Information Agreement. As a condition of employment, Executive shall execute and abide
by the Company’s standard form of Proprietary Information and Invention Assignment Agreement (the “ Confidentiality
Agreement”).
8.2
Third-Party Agreements and Information. Executive represents and warrants that Executive’s
employment by the Company does not conflict with any prior employment or consulting agreement or other agreement with any third
party, and that Executive will perform Executive’s duties to the Company without violating any such agreement. Executive represents
and warrants that Executive does not possess confidential information arising out of prior employment, consulting, or other third party
relationships, that would be used in connection with Executive’s employment by the Company, except as expressly authorized by that
third party. During Executive’s employment by the Company, Executive will use in the performance of Executive’s duties only
information that is generally known and used by persons with training and experience comparable to Executive’s own, common
knowledge in the industry, otherwise legally in the public domain, or obtained or developed by the Company or by Executive in the
course of Executive’s work for the Company. In addition, Executive represents that he has disclosed to the Company in writing any
agreement Executive may have with any third party (e.g., a former employer) which may limit Executive’s ability to perform his duties
to the Company, or which could present a conflict of interest with the Company, including but not limited to disclosure (and a copy) of
any contractual restrictions on solicitations or competitive activities.
9.

Outside Activities and Non-Competition During Employment.

9.1
Outside Activities. Throughout Executive’s employment with the Company, Executive may engage in
civic and not-for-profit activities so long as such activities do not interfere with the performance of Executive’s duties hereunder or
present a conflict of interest with the Company or its affiliates. Subject to the restrictions set forth herein, and only with prior written
disclosure to and consent of the Board, Executive may engage in other types of business or public activities. The Board may rescind
such consent, if the Board determines, in its sole discretion, that such activities compromise or threaten to compromise the Company’s
or its affiliates’ business interests or conflict with Executive’s duties to the Company or its affiliates.

9.2
Non-Competition During Employment. Except as otherwise provided in this Agreement, during
Executive’s employment by the Company, Executive will not, without the express written consent of the Board, directly or indirectly
serve as an officer, director, stockholder, employee, partner, proprietor, investor, joint ventures, associate, representative or consultant
of any person or entity engaged in, or planning or preparing to engage in, business activity competitive with any line of business
engaged in (or planned to be engaged in) by the Company or its affiliates; provided, however, that Executive may purchase or
otherwise acquire up to (but not more than) one percent (1%) of any class of securities of any enterprise (without participating in the
activities of such enterprise) if such securities are listed on any national or regional securities exchange. In addition, Executive will be
subject to certain restrictions (including restrictions continuing after Executive’s employment ends) under the terms of the Proprietary
Agreement.
10.

Termination of Employment; Severance and Change in Control Benefits.

10.1
At-Will Employment. Executive’s employment relationship is at-will. Either Executive or the Company
may terminate the employment relationship at any time, with or without Cause (as defined below) or advance notice.
10.2
Termination Without Cause or Resignation for Good Reason Unrelated to Change in Control. In
the event Executive’s employment with the Company is terminated by the Company without Cause (and other than as a result of
Executive’s death or disability) or Executive resigns for Good Reason, in either case, at any time except during the Change in Control
Period (as defined below), then provided such termination constitutes a “separation from service” (as defined under Treasury
Regulation Section 1.409A-1(h), without regard to any alternative definition thereunder, a “Separation from Service”), and provided
that Executive satisfies the Release Requirement in Section 11 below, and remains in compliance with the terms of this Agreement, the
Company shall provide Executive with the following “Severance Benefits”:
10.2.1
Severance Payments. Severance pay in the form of continuation of Executive’s final Base
Salary for a period of nine (9) months following termination, subject to required payroll deductions and tax withholdings (the
“Severance Payments”). Subject to Section 11 below, the Severance Payments shall be made on the Company’s regular payroll
schedule in effect following Executive’s termination date; provided, however that any such payments that are otherwise scheduled to
be made prior to the Effective Date of the Release (as defined below) shall instead accrue and be made on the first regular payroll date
following the Effective Date of the Release. For such purposes, Executive’s final Base Salary will be calculated prior to giving effect
to any reduction in Base Salary that would give rise to Executive’s right to resign for Good Reason.
10.2.2

Health Care Continuation Coverage Payments.

(i)
COBRA Premiums. If Executive timely elects continued coverage under COBRA, the
Company will pay Executive’s COBRA premiums to continue Executive’s coverage (including coverage for Executive’s eligible
dependents, if applicable) (“COBRA Premiums”) through the period starting on the termination date and ending nine (9) months after
the termination date (the “COBRA Premium Period”); provided, however, that the Company’s provision of such COBRA Premium
benefits will immediately cease if during the COBRA Premium Period Executive becomes eligible for group health insurance coverage
through a new employer or Executive ceases to be eligible for COBRA continuation coverage for any reason, including plan
termination. In the event Executive becomes covered under another employer’s group health plan or otherwise ceases to be eligible for
COBRA during the COBRA Premium Period, Executive must immediately notify the Company of such event.
(ii)
Special Cash Payments in Lieu of COBRA Premiums. Notwithstanding the foregoing, if
(a) as of the date of Executive’s termination of employment Executive is not a participant in a Company group health plan under which
he would otherwise be entitled to continued coverage under COBRA or (b) the Company determines, in its sole discretion, that it
cannot pay the COBRA Premiums without potentially incurring financial costs or penalties under applicable law (including, without
limitation, Section 2716 of the Public Health Service Act), regardless of whether Executive or Executive’s dependents elect or are

eligible for COBRA coverage, the Company instead shall pay to Executive, on the first day of each calendar month following the
termination date, a fully taxable cash payment equal to the applicable COBRA premiums for that month (including the amount of
COBRA premiums for Executive’s eligible dependents), subject to applicable tax withholdings (such amount, the “ Special Cash
Payment”), for the remainder of the COBRA Premium Period. Executive may, but is not obligated to, use such Special Cash
Payments toward the cost of COBRA premiums or toward premium costs under an individual health plan.
10.3
Termination Without Cause or Resignation for Good Reason During Change in Control Period. In
the event Executive’s employment with the Company is terminated by the Company without Cause (and other than as a result of
Executive’s death or disability) at any time during the Change in Control Period or Executive resigns for Good Reason at any time
during the Change in Control Period, in lieu of (and not additional to) the Severance Benefits described in Section 10.2, and provided
that Executive satisfies the Release Requirement in Section 11 below and remains in compliance with the terms of this Agreement, the
Company shall instead provide Executive with the following “CIC Severance Benefits”. For the avoidance of doubt: (A) in no
event will Executive be entitled to severance benefits under Section 10.2 and this Section 10.3, and (B) if the Company has
commenced providing Severance Benefits to Executive under Section 10.2 prior to the date that Executive becomes eligible to receive
CIC Severance Benefits under this Section 10.3, the Severance Benefits previously provided to Executive under Section 10.2 of this
Agreement shall reduce the CIC Severance Benefits provided under this Section 10.3:
10.3.1
CIC Severance Payment. Severance pay in the form of a lump sum payment of Executive’s
final Base Salary for the year in which the termination date occurs, payable within sixty (60) days following the termination date and
subject to required payroll deductions and tax withholdings (the “CIC Severance Payment”); provided, however that, if the period for
satisfaction of the Release Requirement (as defined below) begins in one taxable year and ends in another taxable year, payment shall
not be made until the beginning of the second taxable year. For such purposes, Executive’s final Base Salary will be calculated prior
to giving effect to any reduction in Base Salary that would give rise to Executive’s right to resign for Good Reason.
10.3.2

CIC Health Care Continuation Coverage Payments.

(i)
COBRA Premiums. If Executive timely elects continued coverage under COBRA, the
Company will pay Executive’s COBRA premiums to continue Executive’s coverage (including coverage for Executive’s eligible
dependents, if applicable) (“CIC COBRA Premiums”) through the period starting on the termination date and ending twelve (12)
months after the termination date (the “CIC COBRA Premium Period”); provided, however, that the Company’s provision of such
CIC COBRA Premium benefits will immediately cease if during the CIC COBRA Premium Period Executive becomes eligible for
group health insurance coverage through a new employer or Executive ceases to be eligible for COBRA continuation coverage for any
reason, including plan termination. In the event Executive becomes covered under another employer’s group health plan or otherwise
ceases to be eligible for COBRA during the CIC COBRA Premium Period, Executive must immediately notify the Company of such
event.
(ii)
Special Cash Payments in Lieu of CIC COBRA Premiums. Notwithstanding the
foregoing, if the Company determines, in its sole discretion, that it cannot pay the CIC COBRA Premiums without potentially
incurring financial costs or penalties under applicable law (including, without limitation, Section 2716 of the Public Health Service
Act), regardless of whether Executive or Executive’s dependents elect or are eligible for COBRA coverage, the Company instead shall
pay to Executive, on the first day of each calendar month following the termination date, a fully taxable cash payment equal to the
applicable COBRA premiums for that month (including the amount of COBRA premiums for Executive’s eligible dependents),
subject to applicable tax withholdings (such amount, the “Special CIC Cash Payment”), for the remainder of the CIC COBRA
Premium Period. Executive may, but is not obligated to, use such Special CIC Cash Payments toward the cost of COBRA premiums.

10.3.3
Target Bonus Amount . Executive shall also receive an amount equal to the Target Bonus
Amount, payable in a lump sum within sixty (60) days following the termination date and subject to required payroll deductions and
tax withholdings; provided, however that, if the period for satisfaction of the Release Requirement (as defined below) begins in one
taxable year and ends in another taxable year, payment shall not be made until the beginning of the second taxable year. For purposes
of calculating the Target Bonus Amount, Executive’s final Base Salary will be calculated prior to giving effect to any reduction in
Base Salary that would give rise to Executive’s right to resign for Good Reason.
10.3.4
Equity Acceleration. Notwithstanding anything to the contrary set forth in the Company’s 2014
Equity Incentive Plan, any prior equity incentive plans or any award agreement, effective as of Executive’s employment termination
date, the vesting and exercisability of all unvested time-based vesting equity awards then held by Executive shall accelerate such that
all shares become immediately vested and exercisable, if applicable, by Executive upon such termination and shall remain exercisable,
if applicable, following Executive’s termination as set forth in the applicable equity award documents. With respect to any
performance-based vesting equity award, such award shall continue to be governed in all respects by the terms of the applicable equity
award documents.
10.4
Termination for Cause; Resignation Without Good Reason; Death or Disability. Executive will not
be eligible for, or entitled to any severance benefits, including (without limitation) the Severance Benefits and CIC Severance Benefits
listed in Sections 10.2 and 10.3 above, if the Company terminates Executive’s employment for Cause, Executive resigns Executive’s
employment without Good Reason, or Executive’s employment terminates due to Executive’s death or disability.
11.
Conditions to Receipt of Severance Benefits and Change in Control Severance Benefits. To be eligible for
any of the Severance Benefits or CIC Severance Benefits pursuant to Sections 10.2 and 10.3 above, Executive must satisfy the
following release requirement (the “Release Requirement”): return to the Company a signed and dated general release of all known
and unknown claims in a termination agreement acceptable to the Company (the “Release”) within the applicable deadline set forth
therein, but in no event later than forty-five (45) days following Executive’s termination date, and permit the Release to become
effective and irrevocable in accordance with its terms (such effective date of the Release, the “Effective Date”). No Severance
Benefits or CIC Severance Benefits will be paid hereunder prior to the Effective Date of the Release. Accordingly, if Executive
breaches the preceding sentence and/or refuses to sign and deliver to the Company an executed Release or signs and delivers to the
Company the Release but exercises Executive’s right, if any, under applicable law to revoke the Release (or any portion thereof), then
Executive will not be entitled to any severance, payment or benefit under this Agreement.
12.
Section 409A. It is intended that all of the severance benefits and other payments payable under this Agreement
satisfy, to the greatest extent possible, the exemptions from the application of Code Section 409A provided under Treasury Regulations
1.409A‑1(b)(4), 1.409A‑1(b)(5) and 1.409A‑1(b)(9), and this Agreement will be construed to the greatest extent possible as consistent
with those provisions, and to the extent not so exempt, this Agreement (and any definitions hereunder) will be construed in a manner
that complies with Section 409A. For purposes of Code Section 409A (including, without limitation, for purposes of Treasury
Regulation Section 1.409A‑2(b)(2)(iii)), Executive’s right to receive any installment payments under this Agreement (whether
severance payments, reimbursements or otherwise) shall be treated as a right to receive a series of separate payments and, accordingly,
each installment payment hereunder shall at all times be considered a separate and distinct payment. Notwithstanding any provision to
the contrary in this Agreement, if Executive is deemed by the Company at the time of Executive’s Separation from Service to be a
“specified employee” for purposes of Code Section 409A(a)(2)(B)(i), and if any of the payments upon Separation from Service set
forth herein and/or under any other agreement with the Company are deemed to be “deferred compensation”, then to the extent
delayed commencement of any portion of such payments is required in order to avoid a prohibited distribution under Code Section
409A(a)(2)(B)(i) and the related adverse taxation under Section 409A, such payments shall not be provided to Executive prior to the
earliest of (i) the expiration of the six-month and one day period measured from the date of Executive’s Separation from Service with
the Company, (ii) the date of Executive’s death or (iii) such earlier date as permitted under Section 409A without

the imposition of adverse taxation. Upon the first business day following the expiration of such applicable Code Section 409A(a)(2)
(B)(i) period, all payments deferred pursuant to this Paragraph shall be paid in a lump sum to Executive, and any remaining payments
due shall be paid as otherwise provided herein or in the applicable agreement. No interest shall be due on any amounts so deferred. If
the Company determines that any severance benefits provided under this Agreement constitutes “deferred compensation” under
Section 409A, for purposes of determining the schedule for payment of the severance benefits, the effective date of the Release will not
be deemed to have occurred any earlier than the sixtieth (60th) date following the Separation From Service, regardless of when the
Release actually becomes effective. In addition to the above, to the extent required to comply with Section 409A and the applicable
regulations and guidance issued thereunder, if the applicable deadline for Executive to execute (and not revoke) the applicable Release
spans two calendar years, payment of the applicable severance benefits shall not commence until the beginning of the second calendar
year. To the extent required to avoid accelerated taxation and/or tax penalties under Code Section 409A, amounts reimbursable to
Executive under this Agreement (other than the Reimbursement Benefits) shall be paid to Executive on or before the last day of the
year following the year in which the expense was incurred and the amount of expenses eligible for reimbursement (and in-kind benefits
provided to Executive) during any one year may not effect amounts reimbursable or provided in any subsequent year. The Company
makes no representation that any or all of the payments described in this Agreement will be exempt from or comply with Code Section
409A and makes no undertaking to preclude Code Section 409A from applying to any such payment.
13.

Section 280G; Limitations on Payment.

13.1
If any payment or benefit Executive will or may receive from the Company or otherwise (a “280G
Payment”) would (i) constitute a “parachute payment” within the meaning of Section 280G of the Code, and (ii) but for this sentence,
be subject to the excise tax imposed by Section 4999 of the Code (the “Excise Tax”), then any such 280G Payment provided pursuant
to this Agreement (a “Payment”) shall be equal to the Reduced Amount. The “Reduced Amount” shall be either (x) the largest
portion of the Payment that would result in no portion of the Payment (after reduction) being subject to the Excise Tax or (y) the largest
portion, up to and including the total, of the Payment, whichever amount (i.e., the amount determined by clause (x) or by clause (y)),
after taking into account all applicable federal, state and local employment taxes, income taxes, and the Excise Tax (all computed at the
highest applicable marginal rate), results in Executive’s receipt, on an after-tax basis, of the greater economic benefit notwithstanding
that all or some portion of the Payment may be subject to the Excise Tax. If a reduction in a Payment is required pursuant to the
preceding sentence and the Reduced Amount is determined pursuant to clause (x) of the preceding sentence, the reduction shall occur
in the manner (the “Reduction Method”) that results in the greatest economic benefit for Executive. If more than one method of
reduction will result in the same economic benefit, the items so reduced will be reduced pro rata (the “Pro Rata Reduction Method”).
13.2
Notwithstanding any provision of Section 13.1 to the contrary, if the Reduction Method or the Pro Rata
Reduction Method would result in any portion of the Payment being subject to taxes pursuant to Section 409A that would not
otherwise be subject to taxes pursuant to Section 409A, then the Reduction Method and/or the Pro Rata Reduction Method, as the case
may be, shall be modified so as to avoid the imposition of taxes pursuant to Section 409A as follows: (A) as a first priority, the
modification shall preserve to the greatest extent possible, the greatest economic benefit for Executive as determined on an after-tax
basis; (B) as a second priority, Payments that are contingent on future events (e.g., being terminated without Cause), shall be reduced
(or eliminated) before Payments that are not contingent on future events; and (C) as a third priority, Payments that are “deferred
compensation” within the meaning of Section 409A shall be reduced (or eliminated) before Payments that are not deferred
compensation within the meaning of Section 409A.
13.3
Unless Executive and the Company agree on an alternative accounting firm or law firm, the accounting
firm engaged by the Company for general tax compliance purposes as of the day prior to the effective date of the Change in Control
transaction shall perform the foregoing calculations. If the accounting firm so engaged by the Company is serving as accountant or
auditor for the individual, entity or group effecting the Change in Control transaction, the Company shall appoint a nationally
recognized accounting or law firm to make the determinations required by this Section 13. The Company shall bear all expenses with

respect to the determinations by such accounting or law firm required to be made hereunder. The Company shall use commercially
reasonable efforts to cause the accounting or law firm engaged to make the determinations hereunder to provide its calculations,
together with detailed supporting documentation, to Executive and the Company within fifteen (15) calendar days after the date on
which Executive’s right to a 280G Payment becomes reasonably likely to occur (if requested at that time by Executive or the
Company) or such other time as requested by Executive or the Company.
13.4
If Executive receives a Payment for which the Reduced Amount was determined pursuant to clause (x) of
Section 13.1 and the Internal Revenue Service determines thereafter that some portion of the Payment is subject to the Excise Tax,
Executive agrees to promptly return to the Company a sufficient amount of the Payment (after reduction pursuant to clause (x) of
Section 13.1) so that no portion of the remaining Payment is subject to the Excise Tax. For the avoidance of doubt, if the Reduced
Amount was determined pursuant to clause (y) of Section 13.1, Executive shall have no obligation to return any portion of the
Payment pursuant to the preceding sentence.
14.

Definitions.

14.1
Cause. For the purposes of this Agreement, “Cause” means the occurrence of any one or more of the
following: (i) Executive’s conviction of or plea of guilty or nolo contendere to any felony or a crime of moral turpitude; (ii) Executive’s
willful and continued failure or refusal to follow lawful and reasonable instructions of the Chief Executive Officer of the Company or
lawful and reasonable policies and regulations of the Company or its affiliates; (iii) Executive’s willful and continued failure to
faithfully and diligently perform the assigned duties of Executive’s employment with the Company or its affiliates; (iv) unprofessional,
unethical, immoral or fraudulent conduct by Executive; (v) conduct by Executive that materially discredits the Company or any affiliate
or is materially detrimental to the reputation, character and standing of the Company or any affiliate; or (vi) Executive’s material breach
of this Agreement, the Confidentiality Agreement, or any applicable Company policies. An event described in Section 14.1(ii) through
Section 14.1(vi) herein shall not be treated as “Cause” until after Executive has been given written notice of such event, failure,
conduct or breach and Executive fails to cure such event, failure, conduct or breach within 30 days from such written notice; provided,
however, that such 30-day cure period shall not be required if the event, failure, conduct or breach is incapable of being cured.
14.2
Change in Control. For the purposes of this Agreement, “Change in Control” shall have the meaning
described in the Company’s 2014 Equity Incentive Plan.
14.3
Change in Control Period. For the purposes of this Agreement, “Change in Control Period” means
the time period commencing three (3) months before the effective date of a Change in Control and ending on the date that is twelve
(12) months after the effective date of a Change in Control.
14.4
Good Reason. For purposes of this Agreement, Executive shall have “Good Reason” for resignation
from employment with the Company if any of the following actions are taken by the Company without Executive’s prior written
consent: (i) a material reduction in Executive’s Base Salary, unless pursuant to a salary reduction program applicable generally to the
Company’s senior executives; (ii) a material reduction in Executive’s duties (including responsibilities and/or authorities), provided,
however, that a change in job position (including a change in title) shall not be deemed a “material reduction” in and of itself unless
Executive’s new duties are materially reduced from the prior duties; or (iii) following Executive’s relocation to the Westlake Village
Area, relocation of Executive’s principal place of employment to a place that increases Executive’s one-way commute by more than
fifty (50) miles as compared to Executive’s then-current principal place of employment immediately prior to such relocation. In order
for Executive to resign for Good Reason, each of the following requirements must be met: (iv) Executive must provide written notice
to the Company’s Chief Executive Officer within 30 days after the first occurrence of the event giving rise to Good Reason setting
forth the basis for Executive’s resignation, (v) Executive must allow the Company at least 30 days from receipt of such written notice
to cure such event, (vi) such event is not reasonably cured by the Company within such 30 day period (the “Cure Period”), and (vii)
Executive must resign from all positions Executive then holds with the Company not later than 30 days after the expiration of the Cure
Period.

15.
Dispute Resolution. To ensure the rapid and economical resolution of disputes that may arise in connection with
Executive’s employment with the Company, Executive and the Company agree that any and all disputes, claims, or causes of action, in
law or equity, including but not limited to statutory claims, arising from or relating to the enforcement, breach, performance, or
interpretation of this Agreement, Executive’s employment with the Company, or the termination of Executive’s employment from the
Company, will be resolved pursuant to the Federal Arbitration Act, 9 U.S.C. §1-16, and to the fullest extent permitted by law, by final,
binding and confidential arbitration conducted before a single arbitrator by JAMS, Inc. (“JAMS”) or its successors, under JAMS’ then
applicable rules and procedures for employment disputes (which will be provided to Executive upon request); provided that the
arbitrator shall: (i) have the authority to compel adequate discovery for the resolution of the dispute and to award such relief as would
otherwise be permitted by law; and (ii) issue a written arbitration decision including the arbitrator’s essential findings and conclusions
and a statement of the award. Executive and the Company shall be entitled to all rights and remedies that either would be entitled to
pursue in a court of law. Both Executive and the Company acknowledge that by agreeing to this arbitration procedure, they
waive the right to resolve any such dispute through a trial by jury or judge or administrative proceeding. The Company shall
pay all filing fees in excess of those which would be required if the dispute were decided in a court of law, and shall pay the
arbitrator’s fee. Nothing in this Agreement is intended to prevent either the Company or Executive from obtaining injunctive relief in
court to prevent irreparable harm pending the conclusion of any such arbitration.
16.

General Provisions.

16.1
Notices. Any notices provided must be in writing and will be deemed effective upon the earlier of
personal delivery (including personal delivery by fax) or the next day after sending by overnight carrier, to the Company at its primary
office location and to Executive at the address as listed on the Company payroll.
16.2
Severability. Whenever possible, each provision of this Agreement will be interpreted in such manner as
to be effective and valid under applicable law, but if any provision of this Agreement is held to be invalid, illegal or unenforceable in
any respect under any applicable law or rule in any jurisdiction, such invalidity, illegality or unenforceability will not affect any other
provision or any other jurisdiction, but this Agreement will be reformed, construed and enforced in such jurisdiction to the extent
possible in keeping with the intent of the Parties.
16.3
Waiver. Any waiver of any breach of any provisions of this Agreement must be in writing to be effective,
and it shall not thereby be deemed to have waived any preceding or succeeding breach of the same or any other provision of this
Agreement.
16.4
Complete Agreement. This Agreement, together with the Confidentiality Agreement, constitutes the
entire agreement between Executive and the Company with regard to the subject matter hereof and is the complete, final, and exclusive
embodiment of the Company’s and Executive’s agreement with regard to this subject matter. This Agreement is entered into without
reliance on any promise or representation, written or oral, other than those expressly contained herein, and it supersedes any other such
promises, warranties or representations. It cannot be modified or amended except in a writing signed by a duly authorized officer of
the Company, with the exception of those changes expressly reserved to the Company’s discretion in this Agreement.
16.5
Counterparts. This Agreement may be executed in separate counterparts, any one of which need not
contain signatures of more than one party, but both of which taken together will constitute one and the same Agreement.
16.6
Headings. The headings of the paragraphs hereof are inserted for convenience only and shall not be
deemed to constitute a part hereof nor to affect the meaning thereof.
16.7
Successors and Assigns. This Agreement is intended to bind and inure to the benefit of and be
enforceable by Executive and the Company, and their respective successors, assigns, heirs, executors and administrators, except that
Executive may not assign any of Executive’s duties hereunder and Executive may not assign any of Executive’s rights hereunder
without the written consent of the Company, which shall not be withheld unreasonably.

16.8
Tax Withholding. All payments and awards contemplated or made pursuant to this Agreement will be
subject to withholdings of applicable taxes in compliance with all relevant laws and regulations of all appropriate government
authorities. Executive acknowledges and agrees that the Company has neither made any assurances nor any guarantees concerning the
tax treatment of any payments or awards contemplated by or made pursuant to this Agreement. Executive has had the opportunity to
retain a tax and financial advisor and fully understands the tax and economic consequences of all payments and awards made pursuant
to this Agreement.
16.9
Choice of Law. All questions concerning the construction, validity and interpretation of this Agreement
will be governed by the laws of the State of California.

In Witness Whereof, the Parties have executed this Agreement as of the Effective Date written above.
Atara Biotherapeutics, Inc.
By: /s/ Isaac Ciechanover
Isaac Ciechanover, M.D.
Chief Executive Officer
Executive
/s/ Joe Newell
Joe Newell

EXHIBIT 10.2
ATARA BIOTHERAPEUTICS, INC.
SENIOR VICE PRESIDENT EMPLOYMENT AGREEMENT
for
DERRELL PORTER
This Senior Vice President Employment Agreement (this “Agreement”), is made and entered into as of March 23, 2017 (the
“Effective Date”), by and between Derrell Porter (“Employee”) and Atara Biotherapeutics, Inc. (the “Company”).
1.

Employment by the Company.

1.1
Position. Employee shall serve as the Company’s Senior Vice President, Head of Global Commercial
initially reporting to the Company’s Chief Executive Officer. During the term of Employee’s employment with the Company,
Employee will devote Employee’s best efforts and substantially all of Employee’s business time and attention to the business of the
Company, except for approved vacation periods and reasonable periods of illness or other incapacities permitted by the Company’s
general employment policies. Employee’s anticipated start date will be May 8, 2017 (the “Start Date”).
1.2
D UTIES AND LOCATION. Employee shall perform such duties as are customarily associated with the position
of Senior Vice President, Head of Global Commercial and such other duties as are assigned to Employee by the
Company. Employee’s primary office location shall be the Company’s office in South San Francisco, California. Subject to the terms
of this Agreement, the Company reserves the right to (i) reasonably require Employee to perform Employee’s duties at places other
than Employee’s primary office location from time to time and to require reasonable business travel, and (ii) modify Employee’s job
title and duties as it deems necessary and appropriate in light of the Company’s needs and interests from time to time.
1.3
POLICIES AND PROCEDURES. The employment relationship between the parties shall be governed by the
general employment policies and practices of the Company, except that when the terms of this Agreement differ from or are in conflict
with the Company’s general employment policies or practices, this Agreement shall control.
2.

Compensation.

2.1
BASE SALARY. For services to be rendered hereunder, Employee shall receive a base salary at the rate of
$365,000 per year (the “BASE SALARY”), less standard payroll deductions and withholdings and payable in accordance with the
Company’s regular payroll schedule.
1.

2.2
Annual B ONUS. Employee will be eligible for an annual discretionary bonus (the “A NNUAL BONUS ”) of up
to thirty-five percent (35%) of Employee’s then current Base Salary (the “Target Bonus A MOUNT ”). Whether Employee receives an
Annual Bonus for any given year, and the amount of any such Annual Bonus, will be determined in the good faith discretion of the
Company’s Board of Directors (“Board”) (or the Compensation Committee thereof), based upon the Company’s and Employee’s
achievement of objectives and milestones to be determined on an annual basis by the Board (or Compensation Committee thereof). No
Annual Bonus is guaranteed and, in addition to the other conditions for earning such compensation, Employee must remain an
employee in good standing of the Company on the scheduled Annual Bonus payment date in order to be eligible for any Annual
Bonus.
2.3

Initial Retention Bonus.

2.3.1
Employee will be eligible for an initial retention bonus in the amount of $150,000, less standard
payroll deductions and withholdings, to be paid to Employee within thirty (30) days following the Start Date (the “INITIAL R ETENTION
Bonus”). This Initial Retention Bonus is an advance and is being paid to Employee prior to being earned by Employee.
2.3.2

Employee will earn the Initial Retention Bonus on the first year anniversary of Employee’s Start

Date.
2.3.3
If, at any time during Employee’s first year of employment, Employee resigns his employment
without Good Reason or the Company terminates Employee’s employment for Cause, Employee agrees to repay one-hundred percent
(100%) of the Initial Retention Bonus to the Company within thirty (30) days following Employee’s employment termination date. To
the extent permitted by applicable law, Employee expressly authorizes the Company to deduct from his final paycheck any unearned
amount of the Initial Retention Bonus.
2.3.4
If at any time: (i) Employee resigns his employment for Good Reason; (ii) Employee’s employment
is terminated by the Company without Cause; or
(iii) Employee’s employment is terminated due to death or disability; then
Employee shall not be required to repay the Initial Retention Bonus or any portion thereof.
2.4

Additional Retention Bonus.

2.4.1
If Employee remains employed by the Company on a full-time basis in good performance standing
through and including the first year anniversary of the Start Date, Employee will be eligible for an additional retention bonus in the
amount of $75,000, less standard payroll deductions and withholdings, to be paid to Employee within thirty (30) days following the
first year anniversary of the Start Date (the “A DDITIONAL R ETENTION BONUS”). This Additional Retention Bonus is an advance and is
being paid to Employee prior to being earned by Employee.
2.4.2

Employee will earn the Additional Retention Bonus on the second year anniversary of Employee’s

Start Date.
2.

2.4.3
If, at any time during Employee’s second year of employment, Employee resigns his employment
without Good Reason or the Company terminates Employee’s employment for Cause, Employee agrees to repay one-hundred percent
(100%) of the Additional Retention Bonus to the Company within thirty (30) days following Employee’s employment termination
date. To the extent permitted by applicable law, Employee expressly authorizes the Company to deduct from his final paycheck any
unearned amount of the Additional Retention Bonus.
2.4.4
If at any time: (i) Employee resigns his employment for Good Reason; (ii) Employee’s employment
is terminated by the Company without Cause; or (iii) Employee’s employment is terminated due to death or disability; then Employee
shall not be required to repay the Additional Retention Bonus or any portion thereof.
3.
Standard Company Benefits. Employee shall, in accordance with Company policy and the terms and conditions
of the applicable Company benefit plan documents, be eligible to participate in the benefit and fringe benefit programs provided by the
Company to its employees from time to time. Any such benefits shall be subject to the terms and conditions of the governing benefit
plans and policies and may be changed by the Company in its discretion.
4.
Expenses. The Company will reimburse Employee for reasonable travel, entertainment or other expenses incurred
by Employee in furtherance or in connection with the performance of Employee’s duties hereunder, in accordance with the Company’s
expense reimbursement policy as in effect from time to time.
5.
STOCK OPTIONS. The Company will recommend to its Compensation Committee of the Board that Employee be
granted an option to purchase 130,000 shares of the Company’s Common Stock (“Option”). Grant of the Option is subject to the
approval of the Compensation Committee. If granted, the Option shall vest over four years of continuous service to the Company,
with twenty-five percent (25%) of the shares subject to the Option grant becoming vested on the first year anniversary of the Start
Date, and the remaining shares becoming vested in equal monthly installments over the following thirty-six (36) months of continuous
service. The exercise price of the Option, as well as all other matters related to the Option, will be governed by and subject to the
terms and conditions set forth in the Company’s 2014 Equity Incentive Plan, and the stock option agreement Employee will be
required to execute.
6.

Proprietary Information Obligations.

6.1
PROPRIETARY INFORMATION A GREEMENT. As a condition of employment, Employee shall execute and abide
by the Company’s standard form of Proprietary Information and Invention Assignment Agreement (the “Proprietary Agreement”).
6.2
THIRD-PARTY A GREEMENTS AND INFORMATION. Employee represents and warrants that Employee’s
employment by the Company does not conflict with any prior employment or consulting agreement or other agreement with any third
party, and that Employee will perform Employee’s duties to the Company without violating any such agreement. Employee represents
and warrants that Employee does not possess confidential information arising out of prior employment, consulting, or other third party
relationships, that would be used in connection with
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Employee’s employment by the Company, except as expressly authorized by that third party. During Employee’s employment by the
Company, Employee will use in the performance of Employee’s duties only information that is generally known and used by persons
with training and experience comparable to Employee’s own, common knowledge in the industry, otherwise legally in the public
domain, or obtained or developed by the Company or by Employee in the course of Employee’s work for the Company.
7.

Outside Activities and Non-Competition During Employment.

7.1
OUTSIDE A CTIVITIES. Throughout Employee’s employment with the Company, Employee may engage in
civic and not-for-profit activities so long as such activities do not interfere with the performance of Employee’s duties hereunder or
present a conflict of interest with the Company or its affiliates. Subject to the restrictions set forth herein, and only with prior written
disclosure to and consent of the Board, Employee may engage in other types of business or public activities. The Board may rescind
such consent, if the Board determines, in its sole discretion, that such activities compromise or threaten to compromise the Company’s
or its affiliates’ business interests or conflict with Employee’s duties to the Company or its affiliates.
7.2
N ON-C OMPETITION D URING EMPLOYMENT. During Employee’s employment by the Company, Employee
will not, without the express written consent of the Board, directly or indirectly serve as an officer, director, stockholder, employee,
partner, proprietor, investor, joint ventures, associate, representative or consultant of any person or entity engaged in, or planning or
preparing to engage in, business activity competitive with any line of business engaged in (or planned to be engaged in) by the
Company or its affiliates; provided, however, that Employee may purchase or otherwise acquire up to (but not more than) one percent
(1%) of any class of securities of any enterprise (without participating in the activities of such enterprise) if such securities are listed on
any national or regional securities exchange. In addition, Employee will be subject to certain restrictions (including restrictions
continuing after Employee’s employment ends) under the terms of the Proprietary Agreement.
8.

Termination of Employment; Severance and Change in Control Benefits.

8.1
At-Will Employment. Employee’s employment relationship is at-will. Either Employee or the Company
may terminate the employment relationship at any time, with or without Cause (as defined below) or advance notice.
8.2
TERMINATION WITHOUT C AUSE OR R ESIGNATION FOR GOOD R EASON U NRELATED TO C HANGE IN C ONTROL
In.
the event Employee’s employment with the Company is terminated by the Company without Cause (and other than as a result of
Employee’s death or disability) or Employee resigns for Good Reason, in either case, at any time except during the Change in Control
Period (as defined below), then provided such termination constitutes a “separation from service” (as defined under Treasury
Regulation Section 1.409A-1(h), without regard to any alternative definition thereunder, a “SEPARATION FROM SERVICE”), and provided
that Employee satisfies the Release Requirement in Section 9 below, and remains in compliance with the terms of this Agreement, the
Company shall provide Employee with the following “Severance Benefits”:
4.

8.2.1
Severance Payments. Severance pay in the form of continuation of Employee’s final Base Salary
for a period of six (6) months following termination, subject to required payroll deductions and tax withholdings (the “Severance
Payments”). Subject to Section 10 below, the Severance Payments shall be made on the Company’s regular payroll schedule in effect
following Employee’s termination date; provided, however that any such payments that are otherwise scheduled to be made prior to
the Release Effective Date (as defined below) shall instead accrue and be made on the first regular payroll date following the Release
Effective Date. For such purposes, Employee’s final Base Salary will be calculated prior to giving effect to any reduction in Base
Salary that would give rise to Employee’s right to resign for Good Reason.
8.2.2

Health Care Continuation Coverage Payments.

(i)
COBRA PREMIUMS. If Employee timely elects continued coverage under COBRA, the
Company will pay Employee’s COBRA premiums to continue Employee’s coverage (including coverage for Employee’s eligible
dependents, if applicable) (“COBRA Premiums”) through the period starting on the termination date and ending six (6) months after
the termination date (the “COBRA PREMIUM PERIOD ”); provided, however, that the Company’s provision of such COBRA Premium
benefits will immediately cease if during the COBRA Premium Period Employee becomes eligible for group health insurance
coverage through a new employer or Employee ceases to be eligible for COBRA continuation coverage for any reason, including plan
termination. In the event Employee becomes covered under another employer’s group health plan or otherwise ceases to be eligible for
COBRA during the COBRA Premium Period, Employee must immediately notify the Company of such event.
(ii)
SPECIAL C ASH PAYMENTS IN LIEU OF COBRA PREMIUMS . Notwithstanding the foregoing, if
(a) as of the date of Employee’s termination of employment Employee is not a participant in a Company group health plan under
which Employee would otherwise be entitled to continued coverage under COBRA or (b) the Company determines, in its sole
discretion, that it cannot pay the COBRA Premiums without potentially incurring financial costs or penalties under applicable law
(including, without limitation, Section 2716 of the Public Health Service Act), regardless of whether Employee or Employee’s
dependents elect or are eligible for COBRA coverage, the Company instead shall pay to Employee, on the first day of each calendar
month following the termination date, a fully taxable cash payment equal to the applicable COBRA premiums for that month
(including the amount of COBRA premiums for Employee’s eligible dependents), subject to applicable tax withholdings (such
amount, the “SPECIAL C ASH PAYMENT ”), for the remainder of the COBRA Premium Period. Employee may, but is not obligated to,
use such Special Cash Payments toward the cost of COBRA premiums or toward premium costs under an individual health plan.
8.3
TERMINATION WITHOUT C AUSE OR R ESIGNATION FOR GOOD R EASON D URING C HANGE IN C ONTROL PERIODIn
.
the event Employee’s employment with the Company is terminated by the Company without Cause (and other than as a result of
Employee’s death or disability) at any time during the Change in Control Period or Employee resigns for Good Reason at any time
during the Change in Control Period, in lieu of (and not additional to) the Severance Benefits described in Section 8.2, and provided
that Employee satisfies the Release Requirement in Section 9 below and remains in compliance with the terms of this Agreement, the
Company shall
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instead provide Employee with the following “CIC Severance Benefits”. For the avoidance of doubt: (i) in no event will Employee
be entitled to severance benefits under Section 8.2 and this Section 8.3, and (ii) if the Company has commenced providing Severance
Benefits to Employee under Section 8.2 prior to the date that Employee becomes eligible to receive CIC Severance Benefits under this
Section 8.3, the Severance Benefits previously provided to Employee under Section 8.2 of this Agreement shall reduce the CIC
Severance Benefits provided under this Section 8.3:
8.3.1
CIC Severance Payment. Severance pay in the form of a lump sum payment in an amount equal
to nine (9) months of Employee’s final Base Salary, payable within sixty (60) days following the termination date and subject to
required payroll deductions and tax withholdings; provided, however that, if the period for satisfaction of the Release Requirement (as
defined below) begins in one taxable year and ends in another taxable year, payment shall not be made until the beginning of the
second taxable year. For such purposes, Employee’s final Base Salary will be calculated prior to giving effect to any reduction in Base
Salary that would give rise to Employee’s right to resign for Good Reason.
8.3.2

CIC Health Care Continuation Coverage Payments.

(i)
COBRA PREMIUMS. If Employee timely elects continued coverage under COBRA, the
Company will pay Employee’s COBRA premiums to continue Employee’s coverage (including coverage for Employee’s eligible
dependents, if applicable) (“CIC COBRA Premiums”) through the period starting on the termination date and ending nine (9) months
after the termination date (the “CIC COBRA PREMIUM PERIOD ”); provided, however, that the Company’s provision of such CIC
COBRA Premium benefits will immediately cease if during the CIC COBRA Premium Period Employee becomes eligible for group
health insurance coverage through a new employer or Employee ceases to be eligible for COBRA continuation coverage for any
reason, including plan termination. In the event Employee becomes covered under another employer’s group health plan or otherwise
ceases to be eligible for COBRA during the CIC COBRA Premium Period, Employee must immediately notify the Company of such
event.
(ii)
SPECIAL C ASH PAYMENTS IN LIEU OF CIC COBRA PREMIUMS . Notwithstanding the
foregoing, if the Company determines, in its sole discretion, that it cannot pay the CIC COBRA Premiums without potentially
incurring financial costs or penalties under applicable law (including, without limitation, Section 2716 of the Public Health Service
Act), regardless of whether Employee or Employee’s dependents elect or are eligible for COBRA coverage, the Company instead
shall pay to Employee, on the first day of each calendar month following the termination date, a fully taxable cash payment equal to the
applicable COBRA premiums for that month (including the amount of COBRA premiums for Employee’s eligible dependents),
subject to applicable tax withholdings (such amount, the “SPECIAL CIC C ASH PAYMENT ”), for the remainder of the CIC COBRA
Premium Period. Employee may, but is not obligated to, use such Special CIC Cash Payments toward the cost of COBRA premiums.
8.3.3
TARGET BONUS A MOUNT. Employee shall also receive an amount equal to seventy-five percent
(75%) of the Target Bonus Amount, payable in a lump sum within sixty (60) days following the termination date and subject to
required payroll deductions and tax
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withholdings; provided, however that, if the period for satisfaction of the Release Requirement (as defined below) begins in one
taxable year and ends in another taxable year, payment shall not be made until the beginning of the second taxable year. For purposes
of calculating the Target Bonus Amount, Employee’s final Base Salary will be calculated prior to giving effect to any reduction in
Base Salary that would give rise to Employee’s right to resign for Good Reason.
8.3.4
EQUITY A CCELERATION. Notwithstanding anything to the contrary set forth in the Company’s 2014
Equity Incentive Plan, any prior equity incentive plans or any award agreement, effective as of Employee’s employment termination
date, the vesting and exercisability of all unvested time-based vesting equity awards then held by Employee shall accelerate such that
all shares become immediately vested and exercisable, if applicable, by Employee upon such termination and shall remain exercisable,
if applicable, following Employee’s termination as set forth in the applicable equity award documents. With respect to any
performance-based vesting equity award, such award shall continue to be governed in all respects by the terms of the applicable equity
award documents.
8.4
TERMINATION FOR C AUSE; R ESIGNATION WITHOUT GOOD R EASON; D EATH OR D ISABILITYEmployee
.
will not
be eligible for, or entitled to any severance benefits, including (without limitation) the Severance Benefits and CIC Severance Benefits
listed in Sections 8.2 and 8.3 above, if the Company terminates Employee’s employment for Cause, Employee resigns Employee’s
employment without Good Reason, or Employee’s employment terminates due to Employee’s death or disability.
9.
C ONDITIONS TO R ECEIPT OF SEVERANCE BENEFITS AND CIC SEVERANCE BENEFITSTo
. be eligible for any of the
Severance Benefits or CIC Severance Benefits pursuant to Sections 8.2 and 8.3 above, Employee must satisfy the following release
requirement (the “R ELEASE R EQUIREMENT”): return to the Company a signed and dated general release of all known and unknown
claims in a termination agreement acceptable to the Company (the “Release”) within the applicable deadline set forth therein, but in no
event later than forty-five (45) days following Employee’s termination date, and permit the Release to become effective and irrevocable
in accordance with its terms (such effective date of the Release, the “R ELEASE EFFECTIVE D ATE
”). No Severance Benefits or CIC
Severance Benefits will be paid hereunder prior to the Release Effective Date. Accordingly, if Employee breaches the preceding
sentence and/or refuses to sign and deliver to the Company an executed Release or signs and delivers to the Company the Release but
exercises Employee’s right, if any, under applicable law to revoke the Release (or any portion thereof), then Employee will not be
entitled to any severance, payment or benefit under this Agreement.
10.
SECTION 409A. It is intended that all of the severance benefits and other payments payable under this Agreement
satisfy, to the greatest extent possible, the exemptions from the application of Code Section 409A provided under Treasury Regulations
1.409A‑1(b)(4), 1.409A‑1(b)(5) and 1.409A‑1(b)(9), and this Agreement will be construed to the greatest extent possible as consistent
with those provisions, and to the extent not so exempt, this Agreement (and any definitions hereunder) will be construed in a manner
that complies with Section 409A. For purposes of Code Section 409A (including, without limitation, for purposes of Treasury
Regulation Section 1.409A‑2(b)(2)(iii)), Employee’s right to receive any installment payments under this Agreement (whether
severance payments, reimbursements or otherwise) shall be
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treated as a right to receive a series of separate payments and, accordingly, each installment payment hereunder shall at all times be
considered a separate and distinct payment. Notwithstanding any provision to the contrary in this Agreement, if Employee is deemed
by the Company at the time of Employee’s Separation from Service to be a “specified employee” for purposes of Code Section
409A(a)(2)(B)(i), and if any of the payments upon Separation from Service set forth herein and/or under any other agreement with the
Company are deemed to be “deferred compensation”, then to the extent delayed commencement of any portion of such payments is
required in order to avoid a prohibited distribution under Code Section 409A(a)(2)(B)(i) and the related adverse taxation under Section
409A, such payments shall not be provided to Employee prior to the earliest of (i) the expiration of the six-month and one day period
measured from the date of Employee’s Separation from Service with the Company, (ii) the date of Employee’s death or (iii) such
earlier date as permitted under Section 409A without the imposition of adverse taxation. Upon the first business day following the
expiration of such applicable Code Section 409A(a)(2)(B)(i) period, all payments deferred pursuant to this Paragraph shall be paid in a
lump sum to Employee, and any remaining payments due shall be paid as otherwise provided herein or in the applicable agreement.
No interest shall be due on any amounts so deferred. If the Company determines that any severance benefits provided under this
Agreement constitutes “deferred compensation” under Section 409A, for purposes of determining the schedule for payment of the
severance benefits, the effective date of the Release will not be deemed to have occurred any earlier than the sixtieth (60th) date
following the Separation From Service, regardless of when the Release actually becomes effective. In addition to the above, to the
extent required to comply with Section 409A and the applicable regulations and guidance issued thereunder, if the applicable deadline
for Employee to execute (and not revoke) the applicable Release spans two calendar years, payment of the applicable severance
benefits shall not commence until the beginning of the second calendar year. To the extent required to avoid accelerated taxation
and/or tax penalties under Code Section 409A, amounts reimbursable to Employee under this Agreement shall be paid to Employee on
or before the last day of the year following the year in which the expense was incurred and the amount of expenses eligible for
reimbursement (and in-kind benefits provided to Employee) during any one year may not effect amounts reimbursable or provided in
any subsequent year. The Company makes no representation that any or all of the payments described in this Agreement will be
exempt from or comply with Code Section 409A and makes no undertaking to preclude Code Section 409A from applying to any
such payment.
11.

Section 280G; Limitations on Payment.

11.1
If any payment or benefit Employee will or may receive from the Company or otherwise (a “280G
Payment”) would (i) constitute a “parachute payment” within the meaning of Section 280G of the Code, and (ii) but for this sentence,
be subject to the excise tax imposed by Section 4999 of the Code (the “Excise Tax”), then any such 280G Payment provided pursuant
to this Agreement (a “Payment”) shall be equal to the Reduced Amount. The “R EDUCED A MOUNT ” shall be either (x) the largest
portion of the Payment that would result in no portion of the Payment (after reduction) being subject to the Excise Tax or (y) the largest
portion, up to and including the total, of the Payment, whichever amount (i.e., the amount determined by clause (x) or by clause (y)),
after taking into account all applicable federal, state and local employment taxes, income taxes, and the Excise Tax (all computed at the
highest applicable marginal rate), results in Employee’s receipt, on an after-tax basis, of the greater
8.

economic benefit notwithstanding that all or some portion of the Payment may be subject to the Excise Tax. If a reduction in a
Payment is required pursuant to the preceding sentence and the Reduced Amount is determined pursuant to clause (x) of the preceding
sentence, the reduction shall occur in the manner (the “R EDUCTION METHOD”) that results in the greatest economic benefit for
Employee. If more than one method of reduction will result in the same economic benefit, the items so reduced will be reduced pro
rata (the “Pro Rata Reduction Method”).
11.2
Notwithstanding any provision of section 11.1 to the contrary, if the Reduction Method or the Pro Rata
Reduction Method would result in any portion of the Payment being subject to taxes pursuant to Section 409A that would not
otherwise be subject to taxes pursuant to Section 409A, then the Reduction Method and/or the Pro Rata Reduction Method, as the case
may be, shall be modified so as to avoid the imposition of taxes pursuant to Section 409A as follows: (A) as a first priority, the
modification shall preserve to the greatest extent possible, the greatest economic benefit for Employee as determined on an after-tax
basis; (B) as a second priority, Payments that are contingent on future events (e.g., being terminated without Cause), shall be reduced
(or eliminated) before Payments that are not contingent on future events; and (C) as a third priority, Payments that are “deferred
compensation” within the meaning of Section 409A shall be reduced (or eliminated) before Payments that are not deferred
compensation within the meaning of Section 409A.
11.3
Unless Employee and the Company agree on an alternative accounting firm or law firm, the accounting
firm engaged by the Company for general tax compliance purposes as of the day prior to the effective date of the Change in Control
transaction shall perform the foregoing calculations. If the accounting firm so engaged by the Company is serving as accountant or
auditor for the individual, entity or group effecting the Change in Control transaction, the Company shall appoint a nationally
recognized accounting or law firm to make the determinations required by this section 11. The Company shall bear all expenses with
respect to the determinations by such accounting or law firm required to be made hereunder. The Company shall use commercially
reasonable efforts to cause the accounting or law firm engaged to make the determinations hereunder to provide its calculations,
together with detailed supporting documentation, to Employee and the Company within fifteen (15) calendar days after the date on
which Employee’s right to a 280G Payment becomes reasonably likely to occur (if requested at that time by Employee or the
Company) or such other time as requested by Employee or the Company.
11.4
If Employee receives a Payment for which the Reduced Amount was determined pursuant to clause (x) of
Section 11.1 and the Internal Revenue Service determines thereafter that some portion of the Payment is subject to the Excise Tax,
Employee agrees to promptly return to the Company a sufficient amount of the Payment (after reduction pursuant to clause (x) of
Section 11.1) so that no portion of the remaining Payment is subject to the Excise Tax. For the avoidance of doubt, if the Reduced
Amount was determined pursuant to clause (y) of Section 9.1, Employee shall have no obligation to return any portion of the Payment
pursuant to the preceding sentence.
9.

12.

Definitions.

12.1
Cause. For the purposes of this Agreement, “Cause” means the occurrence of any one or more of the
following: (i) Employee’s conviction of or plea of guilty or nolo contendere to any felony or a crime of moral turpitude; (ii) Employee’
s willful and continued failure or refusal to follow lawful and reasonable instructions of the Company or lawful and reasonable policies
and regulations of the Company or its affiliates; (iii) Employee’s willful and continued failure to faithfully and diligently perform the
assigned duties of Employee’s employment with the Company or its affiliates; (iv) unprofessional, unethical, immoral or fraudulent
conduct by Employee; (v) conduct by Employee that materially discredits the Company or any affiliate or is materially detrimental to
the reputation, character and standing of the Company or any affiliate; or (vi) Employee’s material breach of this Agreement, the
Proprietary Agreement, or any applicable Company policies. An event described in Section 12.1(ii) through Section 12.1(vi) herein
shall not be treated as “Cause” until after Employee has been given written notice of such event, failure, conduct or breach and
Employee fails to cure such event, failure, conduct or breach within 30 days from such written notice; provided, however, that such
30-day cure period shall not be required if the event, failure, conduct or breach is incapable of being cured.
12.2
Change in Control. For the purposes of this Agreement, “C HANGE
described in the Company’s 2014 Equity Incentive Plan.

IN

C ONTROL” shall have the meaning

12.3
C HANGE IN C ONTROL PERIOD. For the purposes of this Agreement, “C HANGE IN C ONTROL PERIOD” means
the time period commencing three (3) months before the effective date of a Change in Control and ending on the date that is twelve
(12) months after the effective date of a Change in Control.
12.4
Good Reason. For purposes of this Agreement, Employee shall have “GOOD R EASON” for resignation
from employment with the Company if any of the following actions are taken by the Company without Employee’s prior written
consent: (i) a material reduction in Employee’s Base Salary, unless pursuant to a salary reduction program applicable generally to the
Company’s senior executives; (ii) a material reduction in Employee’s duties (including responsibilities and/or authorities), provided,
however, that a change in job position (including a change in title) or reporting line shall not be deemed a “material reduction” in and
of itself unless Employee’s new duties are materially reduced from the prior duties; or (iii) relocation of Employee’s principal place of
employment to a place that increases Employee’s one-way commute by more than fifty (50) miles as compared to Employee’s thencurrent principal place of employment immediately prior to such relocation. In order for Employee to resign for Good Reason, each of
the following requirements must be met: (iv) Employee must provide written notice to the Company’s Chief Employee Officer within
30 days after the first occurrence of the event giving rise to Good Reason setting forth the basis for Employee’s resignation, (v)
Employee must allow the Company at least 30 days from receipt of such written notice to cure such event, (vi) such event is not
reasonably cured by the Company within such 30 day period (the “Cure Period”), and (vii) Employee must resign from all positions
Employee then holds with the Company not later than 30 days after the expiration of the Cure Period.
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13.
Dispute Resolution. To ensure the rapid and economical resolution of disputes that may arise in connection with
Employee’s employment with the Company, Employee and the Company agree that any and all disputes, claims, or causes of action,
in law or equity, including but not limited to statutory claims, arising from or relating to the enforcement, breach, performance, or
interpretation of this Agreement, Employee’s employment with the Company, or the termination of Employee’s employment from the
Company, will be resolved pursuant to the Federal Arbitration Act, 9 U.S.C. §1-16, and to the fullest extent permitted by law, by final,
binding and confidential arbitration conducted in San Francisco, California by JAMS, Inc. (“JAMS”) or its successors before a single
arbitrator, under JAMS’ then applicable rules and procedures for employment disputes (which will be provided to Employee upon
request); provided that the arbitrator shall: (i) have the authority to compel adequate discovery for the resolution of the dispute and to
award such relief as would otherwise be permitted by law; and (ii) issue a written arbitration decision including the arbitrator’s essential
findings and conclusions and a statement of the award. Employee and the Company shall be entitled to all rights and remedies that
either would be entitled to pursue in a court of law. B OTH Employee AND THE C OMPANY ACKNOWLEDGE THAT BY AGREEING TO THIS
ARBITRATION PROCEDURE, THEY WAIVE THE RIGHT TO RESOLVE ANY SUCH DISPUTE THROUGH A TRIAL BY JURY OR JUDGE OR ADMINISTRATIVE
proceeding. The Company shall pay all filing fees in excess of those which would be required if the dispute were decided in a court
of law, and shall pay the arbitrator’s fee. Nothing in this Agreement is intended to prevent either the Company or Employee from
obtaining injunctive relief in court to prevent irreparable harm pending the conclusion of any such arbitration.
14.

General Provisions.

14.1
Notices. Any notices provided must be in writing and will be deemed effective upon the earlier of
personal delivery (including personal delivery by fax) or the next day after sending by overnight carrier, to the Company at its primary
office location and to Employee at the address as listed on the Company payroll.
14.2
Severability. Whenever possible, each provision of this Agreement will be interpreted in such manner as
to be effective and valid under applicable law, but if any provision of this Agreement is held to be invalid, illegal or unenforceable in
any respect under any applicable law or rule in any jurisdiction, such invalidity, illegality or unenforceability will not affect any other
provision or any other jurisdiction, but this Agreement will be reformed, construed and enforced in such jurisdiction to the extent
possible in keeping with the intent of the Parties.
14.3
Waiver. Any waiver of any breach of any provisions of this Agreement must be in writing to be effective,
and it shall not thereby be deemed to have waived any preceding or succeeding breach of the same or any other provision of this
Agreement.
14.4
C OMPLETE A GREEMENT. This Agreement, together with the Proprietary Agreement, constitutes the entire
agreement between Employee and the Company with regard to the subject matter hereof and is the complete, final, and exclusive
embodiment of the Company’s and Employee’s agreement with regard to this subject matter. This Agreement is entered into without
reliance on any promise or representation, written or oral, other than those expressly contained herein, and it supersedes any other such
promises, warranties or representations
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(including but not limited to the Prior Agreement). It cannot be modified or amended except in a writing signed by a duly authorized
officer of the Company, with the exception of those changes expressly reserved to the Company’s discretion in this Agreement.
14.5
Counterparts. This Agreement may be executed in separate counterparts, any one of which need not
contain signatures of more than one party, but both of which taken together will constitute one and the same Agreement.
14.6
Headings. The headings of the paragraphs hereof are inserted for convenience only and shall not be
deemed to constitute a part hereof nor to affect the meaning thereof.
14.7
SUCCESSORS AND A SSIGNS. This Agreement is intended to bind and inure to the benefit of and be
enforceable by Employee and the Company, and their respective successors, assigns, heirs, executors and administrators, except that
Employee may not assign any of Employee’s duties hereunder and Employee may not assign any of Employee’s rights hereunder
without the written consent of the Company, which shall not be withheld unreasonably.
14.8
TAX WITHHOLDING . All payments and awards contemplated or made pursuant to this Agreement will be
subject to withholdings of applicable taxes in compliance with all relevant laws and regulations of all appropriate government
authorities. Employee acknowledges and agrees that the Company has neither made any assurances nor any guarantees concerning the
tax treatment of any payments or awards contemplated by or made pursuant to this Agreement. Employee has had the opportunity to
retain a tax and financial advisor and fully understands the tax and economic consequences of all payments and awards made pursuant
to this Agreement.
14.9
C HOICE OF LAW. All questions concerning the construction, validity and interpretation of this Agreement
will be governed by the laws of the State of California.
12.

IN WITNESS WHEREOF, the Parties have executed this Agreement to become effective as of the Effective Date written above.
A TARA BIOTHERAPEUTICS, INC.
By:

/s/ Isaac Chiechanover
Isaac Ciechanover, M.D.
Chief Executive Officer

EMPLOYEE
/s/ Derrell Porter
Derrell Porter
13.

EXHIBIT 10.3
ATARA BIOTHERAPEUTICS, INC.
STOCK OPTION GRANT NOTICE
Atara Biotherapeutics, Inc. (the “Company”), hereby grants to Optionholder an option to purchase the number of shares of the Company’s
Common Stock set forth below (the “Option”) as an inducement award within the meaning of NASDAQ Listing Rule 5635(c)(4). Notwithstanding
that the Option is not granted under the Atara Biotherapeutics, Inc. 2014 Equity Incentive Compensation Plan, as amended and restated, (the “Plan”),
the Option shall be subject to all of the terms and provisions of the Plan as if it had been granted thereunder; provided, that the terms of the Grant
Notice and this Option Agreement shall control with respect to such matters expressly addressed therein. This Option shall be subject to the terms
and conditions set forth in this Stock Option Grant Notice and the Option Agreement, the Plan (notwithstanding that the Option is not granted under
the Plan) and the Notice of Exercise, all of which are attached hereto and incorporated herein in their entirety. Capitalized terms not explicitly
defined herein but defined in the Plan or the Option Agreement will have the same definitions as in the Plan or the Option Agreement,
respectively. If there is any conflict between the terms in this Stock Option Grant Notice and the Plan, the terms of the Plan will control.
Optionholder:
Date of Grant:
Vesting Commencement Date:
Number of Shares Subject to Option:
Exercise Price (Per Share):
Total Exercise Price:
Expiration Date:
Type of Grant:
Vesting Schedule:

Nonstatutory Stock Option
The shares of Company common stock underlying the Option shall vest and become exercisable over four years, with
one-quarter of the underlying shares vesting on the one-year anniversary of the date of grant, and 1/48th of the
underlying shares subject to the Option vesting each month following such anniversary (on the same day of the month
as the date of grant); subject to potential vesting acceleration under certain circumstances pursuant to the terms of
Optionholder’s employment agreement with the Company; and in each case subject to Optionholder providing
Continuous Service (as defined in the Company’s 2014 Equity Incentive Plan) on each such date.

Payment:

By one or a combination of the following items (described in the Option Agreement):
☒ By cash, check, bank draft or money order payable to the Company
☒ Pursuant to a Regulation T Program if the shares are publicly traded
☒ By delivery of already-owned shares if the shares are publicly traded

Additional Terms/Acknowledgements: Optionholder acknowledges receipt of, and understands and agrees to, this Stock Option Grant
Notice, the Option Agreement and the Plan. Optionholder acknowledges and agrees that this Stock Option Grant Notice and the Option Agreement
may not be modified, amended or revised except by a writing signed by each of Optionholder and the Company; provided, that to the extent the Plan
is amended at any time with respect to the awards granted thereunder, such amendment will likewise apply to the Option as if the Option had been
granted under the Plan. Optionholder further acknowledges that as of the Date of Grant, this Stock Option Grant Notice, the Option Agreement, and
the Plan set forth the entire understanding between Optionholder and the Company regarding this Option and supersede all prior oral and

written agreements, promises and/or representations on that subject with the exception of (i) options previously granted and delivered to
Optionholder, (ii) any compensation recovery policy that is adopted by the Company or is otherwise required by applicable law and (iii) any written
employment or severance arrangement that would provide for vesting acceleration of this Option upon the terms and conditions set forth therein.
By accepting this Option, Optionholder consents to receive such documents by electronic delivery and to participate in the Plan through an
online or electronic system established and maintained by the Company or another third party designated by the Company.
ATARA BIOTHERAPEUTICS, INC.

OPTIONHOLDER:

By:
Signature
Title:

Signature
Date:

Date:
Attachments: Option Agreement, 2014 Equity Incentive Plan and Notice of Exercise

ATTACHMENT I
OPTION AGREEMENT

ATARA BIOTHERAPEUTICS, INC.
OPTION AGREEMENT
(NONSTATUTORY STOCK OPTION)
Pursuant to your Stock Option Grant Notice (“Grant Notice”) and this Option Agreement (this “Option Agreement”), Atara
Biotherapeutics, Inc. (the “Company”) has granted you an option to purchase the number of shares of the Company’s Common Stock indicated in
your Grant Notice at the exercise price indicated in your Grant Notice (your “option”) as an inducement award within the meaning of NASDAQ
Listing Rule 5635(c)(4). The Option is granted to you effective as of the date of grant set forth in the Grant Notice (the “Date of
Grant”). Notwithstanding that your option is not granted under the Atara Biotherapeutics, Inc. 2014 Equity Incentive Compensation Plan, as
amended and restated (the “Plan”), your option shall be subject to all of the terms of the terms and provisions of the Plan as if it had been granted
thereunder; provided, that the terms of the Grant Notice and this Option Agreement shall control with respect to such matters expressly addressed
therein. Your option shall be subject to the terms and conditions set forth in the Grant Notice, this Option Agreement, the Plan (notwithstanding that
your option is not granted under the Plan) and the Notice of Exercise, all of which are incorporated herein in their entirety. If there is any conflict
between the terms in this Option Agreement and the Plan, the terms of the Plan will control. Capitalized terms not explicitly defined in this Option
Agreement or in the Grant Notice but defined in the Plan will have the same definitions as in the Plan.
The details of your option, in addition to those set forth in the Grant Notice and the Plan, are as follows:
1.
INDUCEMENT AWARD. Your option is intended to constitute an inducement award within the meaning of NASDAQ
Listing Rule 5635(c)(4) and the terms and conditions of your option shall be interpreted in accordance and consistent with such NASDAQ Listing
Rule.
2.
VESTING. Subject to the provisions contained herein, your option will vest as provided in your Grant Notice. Vesting will
cease upon the termination of your Continuous Service.
3.
NUMBER OF SHARES AND EXERCISE PRICE. The number of shares of Common Stock subject to your option and your
exercise price per share in your Grant Notice will be adjusted for Capitalization Adjustments.
4.
EXERCISE RESTRICTION FOR NON-EXEMPT EMPLOYEES. If you are an Employee eligible for overtime
compensation under the Fair Labor Standards Act of 1938, as amended (that is, a “Non-Exempt Employee”), and except as otherwise provided in the
Plan, you may not exercise your option until you have completed at least six (6) months of Continuous Service measured from the Date of Grant,
even if you have already been an employee for more than six (6) months. Consistent with the provisions of the Worker Economic Opportunity Act,
you may exercise your option as to any vested portion prior to such six (6) month anniversary in the case of (i) your death or disability, (ii) a
Corporate Transaction in which your option is not assumed, continued or substituted, (iii) a Change in Control or (iv) your termination of Continuous
Service on your “retirement” (as defined in the Company’s benefit plans).
5.
EXERCISE PRIOR TO VESTING (“EARLY EXERCISE”). If permitted in your Grant Notice (i.e., the “Exercise
Schedule” indicates “Early Exercise Permitted”) and subject to the provisions of your option, you may elect at any time that is both (i) during the
period of your Continuous Service and (ii) during the term of your option, to exercise all or part of your option, including the unvested portion of
your option; provided, however, that:
(a)
a partial exercise of your option will be deemed to cover first vested shares of Common Stock and then the earliest
vesting installment of unvested shares of Common Stock;
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(b)
any shares of Common Stock so purchased from installments that have not vested as of the date of exercise will be
subject to the purchase option in favor of the Company as described in the Company’s form of Early Exercise Stock Purchase Agreement; and
(c)
you will enter into the Company’s form of Early Exercise Stock Purchase Agreement with a vesting schedule that will
result in the same vesting as if no early exercise had occurred.
6.
METHOD OF PAYMENT. You must pay the full amount of the exercise price for the shares you wish to exercise. You may
pay the exercise price in cash or by check, bank draft or money order payable to the Company or in any other manner permitted by your Grant
Notice, which may include one or more of the following:
(a)
Provided that at the time of exercise the Common Stock is publicly traded, pursuant to a program developed under
Regulation T as promulgated by the Federal Reserve Board that, prior to the issuance of Common Stock, results in either the receipt of cash (or
check) by the Company or the receipt of irrevocable instructions to pay the aggregate exercise price to the Company from the sales proceeds. This
manner of payment is also known as a “broker-assisted exercise”, “same day sale”, or “sell to cover”.
(b)
Provided that at the time of exercise the Common Stock is publicly traded, by delivery to the Company (either by
actual delivery or attestation) of already-owned shares of Common Stock that are owned free and clear of any liens, claims, encumbrances or security
interests, and that are valued at Fair Market Value on the date of exercise. “Delivery” for these purposes, in the sole discretion of the Company at the
time you exercise your option, will include delivery to the Company of your attestation of ownership of such shares of Common Stock in a form
approved by the Company. You may not exercise your option by delivery to the Company of Common Stock if doing so would violate the
provisions of any law, regulation or agreement restricting the redemption of the Company’s stock.
(c)
If this option is a Nonstatutory Stock Option, subject to the consent of the Company at the time of exercise, by a “net
exercise” arrangement pursuant to which the Company will reduce the number of shares of Common Stock issued upon exercise of your option by the
largest whole number of shares with a Fair Market Value that does not exceed the aggregate exercise price. You must pay any remaining balance of
the aggregate exercise price not satisfied by the “net exercise” in cash or other permitted form of payment. Shares of Common Stock will no longer
be outstanding under your option and will not be exercisable thereafter if those shares (i) are used to pay the exercise price pursuant to the “net
exercise,” (ii) are delivered to you as a result of such exercise, and (iii) are withheld to satisfy your tax withholding obligations.
7.

WHOLE SHARES. You may exercise your option only for whole shares of Common Stock.

8.
SECURITIES LAW COMPLIANCE. In no event may you exercise your option unless the shares of Common Stock issuable
upon exercise are then registered under the Securities Act or, if not registered, the Company has determined that your exercise and the issuance of the
shares would be exempt from the registration requirements of the Securities Act. The exercise of your option also must comply with all other
applicable laws and regulations governing your option, and you may not exercise your option if the Company determines that such exercise would not
be in material compliance with such laws and regulations (including any restrictions on exercise required for compliance with Treas. Reg. 1.401(k)1(d)(3), if applicable).
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9.
TERM. You may not exercise your option before the Date of Grant or after the expiration of the option’s term. The term of
your option expires, subject to the provisions of Section 5(h) of the Plan, upon the earliest of the following:
(a)

immediately upon the termination of your Continuous Service for Cause;

(b)
three (3) months after the termination of your Continuous Service for any reason other than Cause, your Disability or
your death (except as otherwise provided in Section 9(d) below); provided, however, that if during any part of such three (3) month period your
option is not exercisable solely because of the condition set forth in the section above relating to “Securities Law Compliance,” your option will not
expire until the earlier of the Expiration Date or until it has been exercisable for an aggregate period of three (3) months after the termination of your
Continuous Service; provided further, if during any part of such three (3) month period, the sale of any Common Stock received upon exercise of
your option would violate the Company’s insider trading policy, then your option will not expire until the earlier of the Expiration Date or until it
has been exercisable for an aggregate period of three (3) months after the termination of your Continuous Service during which the sale of the
Common Stock received upon exercise of your option would not be in violation of the Company’s insider trading policy. Notwithstanding the
foregoing, if (i) you are a Non-Exempt Employee, (ii) your Continuous Service terminates within six (6) months after the Date of Grant, and (iii)
you have vested in a portion of your option at the time of your termination of Continuous Service, your option will not expire until the earlier of (x)
the later of (A) the date that is seven (7) months after the Date of Grant, and (B) the date that is three (3) months after the termination of your
Continuous Service, and (y) the Expiration Date;
(c)
twelve (12) months after the termination of your Continuous Service due to your Disability (except as otherwise
provided in Section 9(d)) below;
(d)
eighteen (18) months after your death if you die either during your Continuous Service or within three (3) months after
your Continuous Service terminates for any reason other than Cause;

10.

(e)

the Expiration Date indicated in your Grant Notice; or

(f)

the day before the tenth (10th) anniversary of the Date of Grant.
EXERCISE.

(a)
You may exercise the vested portion of your option (and the unvested portion of your option if your Grant Notice so
permits) during its term by (i) delivering a Notice of Exercise (in a form designated by the Company) or completing such other documents and/or
procedures designated by the Company for exercise and (ii) paying the exercise price and any applicable withholding taxes to the Company’s
Secretary, stock plan administrator, or such other person as the Company may designate, together with such additional documents as the Company
may then require.
(b)
By exercising your option you agree that, as a condition to any exercise of your option, the Company may require you
to enter into an arrangement providing for the payment by you to the Company of any tax withholding obligation of the Company arising by reason
of (i) the exercise of your option, (ii) the lapse of any substantial risk of forfeiture to which the shares of Common Stock are subject at the time of
exercise, or (iii) the disposition of shares of Common Stock acquired upon such exercise.
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11.
TRANSFERABILITY. Except as otherwise provided in this Section 11, your option is not transferable, except by will or by
the laws of descent and distribution, and is exercisable during your life only by you.
(a)
Certain Trusts. Upon receiving written permission from the Board or its duly authorized designee, you may transfer
your option to a trust if you are considered to be the sole beneficial owner (determined under Section 671 of the Code and applicable state law) while
the option is held in the trust. You and the trustee must enter into transfer and other agreements required by the Company.
(b)
Domestic Relations Orders. Upon receiving written permission from the Board or its duly authorized designee, and
provided that you and the designated transferee enter into transfer and other agreements required by the Company, you may transfer your option
pursuant to the terms of a domestic relations order, official marital settlement agreement or other divorce or separation instrument as permitted by
Treasury Regulation 1.421-1(b)(2) that contains the information required by the Company to effectuate the transfer. You are encouraged to discuss
the proposed terms of any division of this option with the Company prior to finalizing the domestic relations order or marital settlement agreement to
help ensure the required information is contained within the domestic relations order or marital settlement agreement.
(c)
Beneficiary Designation. Upon receiving written permission from the Board or its duly authorized designee, you may,
by delivering written notice to the Company, in a form approved by the Company and any broker designated by the Company to handle option
exercises, designate a third party who, on your death, will thereafter be entitled to exercise this option and receive the Common Stock or other
consideration resulting from such exercise. In the absence of such a designation, your executor or administrator of your estate will be entitled to
exercise this option and receive, on behalf of your estate, the Common Stock or other consideration resulting from such exercise.
12.
OPTION NOT A SERVICE CONTRACT. Your option is not an employment or service contract, and nothing in your
option will be deemed to create in any way whatsoever any obligation on your part to continue in the employ of the Company or an Affiliate, or of
the Company or an Affiliate to continue your employment. In addition, nothing in your option will obligate the Company or an Affiliate, their
respective stockholders, boards of directors, officers or employees to continue any relationship that you might have as a Director or Consultant for the
Company or an Affiliate.
13.

WITHHOLDING OBLIGATIONS.

(a)
At the time you exercise your option, in whole or in part, and at any time thereafter as requested by the Company, you
hereby authorize withholding from payroll and any other amounts payable to you, and otherwise agree to make adequate provision for (including by
means of a “same day sale” pursuant to a program developed under Regulation T as promulgated by the Federal Reserve Board to the extent
permitted by the Company), any sums required to satisfy the federal, state, local and foreign tax withholding obligations of the Company or an
Affiliate, if any, which arise in connection with the exercise of your option.
(b)
Upon your request and subject to approval by the Company, and compliance with any applicable legal conditions or
restrictions, the Company may withhold from fully vested shares of Common Stock otherwise issuable to you upon the exercise of your option a
number of whole shares of Common Stock having a Fair Market Value, determined by the Company as of the date of exercise, not in excess of the
minimum amount of tax required to be withheld by law (or such lower amount as may be necessary to avoid classification of your option as a
liability for financial accounting purposes). If the date of determination of any tax withholding obligation is deferred to a date later than the date of
exercise of your option, share withholding pursuant to the preceding sentence shall not be permitted unless you make a proper and timely election
under Section 83(b) of the Code, covering the aggregate number of shares of Common Stock acquired upon such exercise with respect to which such
determination is otherwise deferred, to accelerate the determination of such tax withholding obligation to the date of exercise of your
option. Notwithstanding the
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filing of such election, shares of Common Stock shall be withheld solely from fully vested shares of Common Stock determined as of the date of
exercise of your option that are otherwise issuable to you upon such exercise. Any adverse consequences to you arising in connection with such share
withholding procedure shall be your sole responsibility.
(c)
You may not exercise your option unless the tax withholding obligations of the Company and/or any Affiliate are
satisfied. Accordingly, you may not be able to exercise your option when desired even though your option is vested, and the Company will have no
obligation to issue a certificate for such shares of Common Stock or release such shares of Common Stock from any escrow provided for herein, if
applicable, unless such obligations are satisfied.
14.
TAX CONSEQUENCES. You hereby agree that the Company does not have a duty to design or administer the Plan or its
other compensation programs in a manner that minimizes your tax liabilities. You will not make any claim against the Company, or any of its
Officers, Directors, Employees or Affiliates related to tax liabilities arising from your option or your other compensation. In particular, you
acknowledge that this option is exempt from Section 409A of the Code only if the exercise price per share specified in the Grant Notice is at least
equal to the “fair market value” per share of the Common Stock on the Date of Grant and there is no other impermissible deferral of compensation
associated with the option.
15.
NOTICES. Any notices provided for in your option or the Plan will be given in writing (including electronically) and will be
deemed effectively given upon receipt or, in the case of notices delivered by mail by the Company to you, five (5) days after deposit in the United
States mail, postage prepaid, addressed to you at the last address you provided to the Company. The Company may, in its sole discretion, decide to
deliver any documents related to participation in the Plan and this option by electronic means or to request your consent to participate in the Plan by
electronic means. By accepting this option, you consent to receive such documents by electronic delivery and to participate in the Plan through an
on-line or electronic system established and maintained by the Company or another third party designated by the Company.
16.
GOVERNING PLAN DOCUMENT. Notwithstanding that the Option is not granted under the Plan, your option is subject
to all the provisions of the Plan, the provisions of which are hereby made a part of your option, and is further subject to all interpretations,
amendments, rules and regulations, which may from time to time be promulgated and adopted pursuant to the Plan. If there is any conflict between
the provisions of your option and those of the Plan, the provisions of the Plan will control. In addition, your option (and any compensation paid or
shares issued under your option) is subject to recoupment in accordance with The Dodd–Frank Wall Street Reform and Consumer Protection Act and
any implementing regulations thereunder, any clawback policy adopted by the Company and any compensation recovery policy otherwise required by
applicable law.
17.
EFFECT ON OTHER EMPLOYEE BENEFIT PLANS. The value of this option will not be included as compensation,
earnings, salaries, or other similar terms used when calculating your benefits under any employee benefit plan sponsored by the Company or any
Affiliate, except as such plan otherwise expressly provides. The Company expressly reserves its rights to amend, modify, or terminate any of the
Company’s or any Affiliate’s employee benefit plans.
18.
VOTING RIGHTS. You will not have voting or any other rights as a stockholder of the Company with respect to the shares
to be issued pursuant to this option until such shares are issued to you. Upon such issuance, you will obtain full voting and other rights as a
stockholder of the Company. Nothing contained in this option, and no action taken pursuant to its provisions, will create or be construed to create a
trust of any kind or a fiduciary relationship between you and the Company or any other person.
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19.
SEVERABILITY. If all or any part of this Option Agreement or the Plan is declared by any court or governmental authority
to be unlawful or invalid, such unlawfulness or invalidity will not invalidate any portion of this Option Agreement or the Plan not declared to be
unlawful or invalid. Any Section of this Option Agreement (or part of such a Section) so declared to be unlawful or invalid shall, if possible, be
construed in a manner which will give effect to the terms of such Section or part of a Section to the fullest extent possible while remaining lawful
and valid.
20.

MISCELLANEOUS.

(a)
The rights and obligations of the Company under your option will be transferable to any one or more persons or
entities, and all covenants and agreements hereunder will inure to the benefit of, and be enforceable by the Company’s successors and assigns.
(b)
You agree upon request to execute any further documents or instruments necessary or desirable in the sole
determination of the Company to carry out the purposes or intent of your option.
(c)
You acknowledge and agree that you have reviewed your option in its entirety, have had an opportunity to obtain the
advice of counsel prior to executing and accepting your option, and fully understand all provisions of your option.
(d)
This Option Agreement will be subject to all applicable laws, rules, and regulations, and to such approvals by any
governmental agencies or national securities exchanges as may be required.
(e)
All obligations of the Company under the Plan and this Option Agreement will be binding on any successor to the
Company, whether the existence of such successor is the result of a direct or indirect purchase, merger, consolidation, or otherwise, of all or
substantially all of the business and/or assets of the Company.
*

*

*

This Option Agreement will be deemed to be signed by you upon the signing by
you of the Grant Notice to which it is attached.
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ATTACHMENT II
2014 EQUITY INCENTIVE PLAN

ATTACHMENT III
NOTICE OF EXERCISE

Atara Biotherapeutics, Inc.
Attention: Stock Plan Administrator
Date of Exercise: _________________
This constitutes notice to Atara Biotherapeutics, Inc. (the “Company”) under my stock option that I elect to purchase the below number of
shares of Common Stock of the Company (the “Shares”) for the price set forth below.

Type of option:
Stock option dated:
Number of Shares as to which option is exercised:
Certificates to be issued in name of:
Total exercise price:

Nonstatutory

$

Cash payment delivered herewith:
Value of _________ Shares delivered herewith:

$
$

Regulation T Program (cashless exercise):

$

By this exercise, I agree (i) to provide such additional documents as you may require pursuant to the terms of the Atara Biotherapeutics,
Inc. 2014 Equity Incentive Plan, and (ii) to provide for the payment by me to you (in the manner designated by you) of your withholding obligation,
if any, relating to the exercise of this option.
I further acknowledge that all certificates representing any of the Shares subject to the provisions of the option shall have endorsed
thereon appropriate legends reflecting the foregoing limitations, as well as any legends reflecting restrictions pursuant to the Company’s Articles of
Incorporation, Bylaws and/or applicable securities laws.
Very truly yours,

145063703 v1

Exhibit 31.1
CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER
PURSUANT TO
SECURITIES EXCHANGE ACT RULES 13A-14(A) AND 15D-14(A)
I, Isaac Ciechanover, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of Atara Biotherapeutics, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15(d)15(f)) for the registrant and have:

5.

(a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

(b)

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(c)

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
(a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b)

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Date: August 7, 2017
/s/ Isaac Ciechanover
Isaac Ciechanover
Chief Executive Officer
(Principal Executive Officer)

Exhibit 31.2
CERTIFICATION OF THE CHIEF FINANCIAL OFFICER
PURSUANT TO
SECURITIES EXCHANGE ACT RULES 13A-14(A) AND 15D-14(A)
I, John F. McGrath, Jr. certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of Atara Biotherapeutics, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15(d)15(f)) for the registrant and have:

5.

(a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

(b)

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(c)

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
(a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b)

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Date: August 7, 2017
/s/ John F. McGrath, Jr.
John F. McGrath, Jr.
Chief Financial Officer
(Principal Financial and Accounting Officer)

Exhibit 32.1
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report of Atara Biotherapeutics, Inc. (the “Company”) on Form 10-Q for the quarter ended June 30, 2017, as filed with the
Securities and Exchange Commission (the “Report”), Isaac Ciechanover, Chief Executive Officer of the Company, and John McGrath, Chief Financial Officer
of the Company, respectively, do each hereby certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002, that:
(1)

The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2)

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: August 7, 2017
/s/ Isaac Ciechanover
Isaac Ciechanover
Chief Executive Officer
(Principal Executive Officer)
/s/ John F. McGrath, Jr.
John F. McGrath, Jr.
Chief Financial Officer
(Principal Financial and Accounting Officer)

