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

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

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

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

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

include, but are not limited to, statements about:

EEINT3 99 ¢ 99 ¢ 99 ¢ LN LT3

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

programs;

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

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

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

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

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

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

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

candidates and technology;

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

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

our ability to maintain and establish collaborations and licenses;

developments relating to our competitors and our industry; and

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

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

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

Item 1. Financial Statements

bluebird bio, Inc.

Condensed Consolidated Balance Sheets
(unaudited)

(in thousands, except par value amounts)

Assets

Current Assets:

Cash and cash equivalents

Marketable securities

Tenant improvement receivable
Prepaid expenses

Receivables and other current assets
Total current assets

Marketable securities

Property, plant and equipment, net
Intangible assets, net

Goodwill

Restricted cash and other non-current assets
Total assets

Liabilities and Stockholders’ Equity
Current Liabilities:

Accounts payable

Accrued expenses and other current liabilities
Deferred revenue, current portion

Total current liabilities

Deferred revenue, net of current portion
Contingent consideration

Financing lease obligation, net of current portion

Other non-current liabilities

Total liabilities

Commitments and contingencies (Note 7)
Stockholders’ Equity:

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

outstanding at June 30, 2018 and December 31, 2017

As of
June 30,
2018

$333,949
743,010
19
24,053
4,713
1,105,744
380,284
219,226
15,050
13,128
28,079

$1,761,511

$17,936
71,003
27,323
116,262
27,900
3,027
154,103
2,685
303,977

As of
December 31,
2017

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

$ 1,900,567

$ 12,873

57,065
25,674
95,612
21,763
2,231
154,749
2,780
277,135
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Common stock, $0.01 par value, 125,000 shares authorized; 50,225 and 49,406

shares issued and outstanding at June 30, 2018 and December 31, 2017,

respectively 502 494
Additional paid-in capital 2,666,729 2,540,951
Accumulated other comprehensive loss (5,394 ) (4,205 )
Accumulated deficit (1,204,303) (913,808 )
Total stockholders’ equity 1,457,534 1,623,432
Total liabilities and stockholders’ equity $1,761,511  $ 1,900,567

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

(in thousands, except per share data)

For the three months

For the six months

ended ended

June 30, June 30,

2018 2017 2018 2017
Revenue:
Collaboration revenue $7,437 $6,146 $23,045 $12,978
License and royalty revenue 414 10,570 763 10,570
Total revenues 7,851 16,716 23,808 23,548
Operating expenses:
Research and development 115,014 63,891 212,123 118,919
General and administrative 41,168 21,197 76,094 41,481
Cost of license and royalty revenue 21 420 36 420
Change in fair value of contingent consideration 262 970 ) 796 463
Total operating expenses 156,465 84,538 289,049 161,283
Loss from operations (148,614) (67,822) (265,241) (137,735)
Interest income (expense), net 2,436 (2,242 ) 3,824 (687 )
Other income (expense), net 182 (834 ) 297 (1,189 )
Loss before income taxes (145,996) (70,898) (261,120) (139,611)

Net loss $(145,996) $(70,898) $(261,120) $(139,611)

Net loss per share - basic and diluted: $291 ) $A.73 ) $(GB22 ) $B41 )
Weighted-average number of common shares used in computing net
loss
per share - basic and diluted: 50,153 41,035 50,038 40,936

Other comprehensive loss:
Other comprehensive loss, net of tax expense of $0.0 and $0.0

million for the three and six months ended June 30, 2018

and 2017, respectively (345 ) (165 ) (1,189 ) (266 )
Total other comprehensive loss (345 ) (165 ) (1,189 ) (266 )

Comprehensive loss $(146,341) $(71,063) $(262,309) $(139,877)

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

(in thousands)

Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash used in operating

activities:
Change in fair value of contingent consideration
Depreciation and amortization
Stock-based compensation expense
Other non-cash items
Changes in operating assets and liabilities:
Prepaid expenses and other assets
Accounts payable
Accrued expenses and other liabilities
Deferred revenue
Deferred rent
Net cash used in operating activities
Cash flows from investing activities:
Purchase of property, plant and equipment, including assets under

financing lease obligation
Purchases of marketable securities
Proceeds from maturities of marketable securities
Net cash (used in) provided by investing activities
Cash flows from financing activities:
Proceeds from public offering of common stock, net of issuance costs
Reimbursement of assets under financing lease obligation
Payments on financing lease obligation
Proceeds from issuance of common stock
Net cash provided by financing activities
(Decrease) increase in cash, cash equivalents and restricted cash
Cash, cash equivalents and restricted cash at beginning of period
Cash, cash equivalents and restricted cash at end of period

Supplemental cash flow disclosures from investing and financing activities:

Purchases of property, plant and equipment included in accounts

payable and accrued expenses

For the six months
ended June 30,
2018 2017

$(261,120) $(139,611)

796 463
8,199 6,281
51,051 24,971
2,834 2,334

3,279 ) (9594 )
4,097 2,003
9,862 (8,509 )
(21,589 ) (7,682 )
(73 ) 507
(209,222) (128,837)

(20,689 ) (39,509 )
(689,163) (116,740)
417,640 210,810
(292,212) 54,561

48,702 436,805
3,098 36,399
(446 ) (120 )
25,624 8,639
76,978 481,723
(424,456) 407,447
772,268 293,277
$347,812  $700,724

$7.815 $1,194

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

improvements receivable $14

See accompanying notes to unaudited condensed consolidated financial statements.

$2,297

$3,635

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

(unaudited)

1. Description of the business

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

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

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

As of June 30, 2018, the Company had cash, cash equivalents and marketable securities of $1.46 billion. Although the
Company has incurred recurring losses and expects to continue to incur losses for the foreseeable future, the Company
expects that its cash, cash equivalents and marketable securities will be sufficient to fund current operations for at
least the next twelve months.

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

The accompanying condensed consolidated financial statements are unaudited and have been prepared by the
Company in accordance with accounting principles generally accepted in the United States (“GAAP”) as found in the
Accounting Standards Codification (“ASC”) and Accounting Standards Update (“ASU”) of the Financial Accounting
Standards Board (“FASB”). Certain information and footnote disclosures normally included in the Company’s annual
financial statements have been condensed or omitted. These interim condensed consolidated financial statements, in
the opinion of management, reflect all normal recurring adjustments necessary for a fair presentation of the Company’s
financial position and results of operations for the interim periods ended June 30, 2018 and 2017.

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

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

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

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

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

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

The accompanying condensed consolidated financial statements include the accounts of the Company and its
wholly-owned subsidiaries. As of June 30, 2018, there have been no changes to the Company’s subsidiary listing,
which is included as an exhibit to its Annual Report on Form 10-K for the year ended December 31, 2017. All
intercompany balances and transactions have been eliminated in consolidation. Any reference in these notes to
applicable guidance is meant to refer to GAAP. The Company views its operations and manages its business in one
operating segment. All material long-lived assets of the Company reside in the United States.

5

13
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Significant accounting policies

The significant accounting policies used in preparation of these condensed consolidated financial statements for the
three and six months ended June 30, 2018 are consistent with those discussed in Note 2 to the consolidated financial
statements in the Company’s 2017 Annual Report on Form 10-K, except as noted below with respect to the Company’s
revenue recognition, collaboration revenue and license and royalty revenue accounting policies and as noted within

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

Revenue recognition

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

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

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

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

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

14
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services that is distinct.

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

6
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If the consideration promised in a contract includes a variable amount, the Company estimates the amount of
consideration to which it will be entitled in exchange for transferring the promised goods or services to a customer.
The Company determines the amount of variable consideration by using the expected value method or the most likely
amount method. The Company includes the unconstrained amount of estimated variable consideration in the
transaction price. The amount included in the transaction price is constrained to the amount for which it is probable
that a significant reversal of cumulative revenue recognized will not occur. At the end of each subsequent reporting
period, the Company re-evaluates the estimated variable consideration included in the transaction price and any
related constraint, and if necessary, adjusts its estimate of the overall transaction price. Any such adjustments are
recorded on a cumulative catch-up basis in the period of adjustment.

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

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

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

Collaboration revenue

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

The Company analyzes its collaboration arrangements to assess whether they are within the scope of ASC 808,
Collaborative Arrangements (“ASC 808”) to determine whether such arrangements involve joint operating activities
performed by parties that are both active participants in the activities and exposed to significant risks and rewards
dependent on the commercial success of such activities. This assessment is performed throughout the life of the
arrangement based on changes in the responsibilities of all parties in the arrangement. For collaboration arrangements
within the scope of ASC 808 that contain multiple elements, the Company first determines which elements of the
collaboration are deemed to be within the scope of ASC 808 and those that are more reflective of a vendor-customer
relationship and therefore within the scope of Topic 606. For elements of collaboration arrangements that are
accounted for pursuant to ASC 808, an appropriate recognition method is determined and applied consistently,
generally by analogy to Topic 606. Amounts that are owed to collaboration partners are recognized as an offset to
collaboration revenues as such amounts are incurred by the collaboration partner. Where amounts owed to a
collaboration partner exceed the Company’s collaboration revenues in each quarterly period, such amounts are
classified as research and development expense. For those elements of the arrangement that are accounted for pursuant
to Topic 606, the Company applies the five-step model described above.

16
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License and royalty revenue

The Company enters into out-licensing agreements that are within the scope of Topic 606. The Company does not
have any material license arrangements that contain more than one performance obligation. The terms of such
out-license agreements include the license of functional intellectual property, given the functionality of the intellectual
property is not expected to change substantially as a result of the licensor’s ongoing activities, and typically include
payment of one or more of the following: non-refundable up-front license fees; development and regulatory milestone
payments and milestone payments based on the level of sales; and royalties on net sales of licensed products.
Nonrefundable up-front license fees are recognized as revenue at a point in time when the licensed intellectual
property is made available for the customer’s use and benefit, which is generally at the inception of the

arrangement. Milestone fees, which are a type of variable consideration, are recognized as revenue to the extent that it
is probable that a significant reversal will not occur. For arrangements with licenses of intellectual property that
include sales-based royalties, including milestone payments based on the level of sales, and the license is deemed to
be the predominant item to which the royalties relate, the Company recognizes royalty revenue and sales-based
milestones at the later of (i) when the related sales occur, or (ii) when the performance obligation to which the royalty
has been allocated has been satisfied.

7
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For a complete discussion of accounting for collaboration and other revenue-generating arrangements, see Note 8§,
“Collaboration revenue” and Note 9, “License and royalty revenue”. Additionally, see “Recent accounting pronouncements
- Recently adopted” below for discussion of the impact of adopting Topic 606, which was effective on January 1, 2018.

Use of estimates

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

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

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

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

Impact of Topic 606 Adoption on
Condensed Consolidated Balance Sheet

as of January 1, 2018
Balances without

As reported under adoption of
(in thousands) Topic 606 Adjustments Topic 606
Deferred revenue, current portion $45344  $ 19,670 $ 25,674
Deferred revenue, net of current portion $31,468 $ 9,705 $ 21,763
Accumulated deficit $(943,183) $ (29,375 ) $ (913,808 )
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The amount by which each financial statement line item is affected in the current reporting period by Topic 606 as
compared with the guidance that was in effect prior to adoption is disclosed below.

Impact of Topic 606 Adoption on
Condensed Consolidated Balance Sheet

as of June 30, 2018
Balances without

As reported under adoption of
(in thousands) Topic 606  Adjustments Topic 606
Deferred revenue, current portion $27,323 $ 12,010 $ 15,313
Deferred revenue, net of current portion $27,900 $ 8,545 $ 19,355
Accumulated deficit $(1,204,303) $ (20,555 ) $ (1,183,748 )

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

for the Three Months Ended June 30, 2018
Balances without

As reported under adoption of

(in thousands, except per share data) Topic 606 Adjustments Topic 606

Collaboration revenue $7,437 $ 887 $ 6,550

Research and development expense ~ $115,014 $ (1,800 ) $ 116,814

Net loss $(145,996) $ 2,687 $ (148,683 )
Net loss per share - basic and diluted: $(2.91 ) $ 0.05 $ (2.96 )

Impact of Topic 606 Adoption on
Condensed

Consolidated Statement of Operations and
Comprehensive Loss

for the Six Months Ended June 30, 2018
Balances without

As reported under adoption of

(in thousands, except per share data) Topic 606 Adjustments Topic 606
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Collaboration revenue $23,045 $ 7,020 $ 16,025
Research and development expense ~ $212,123  $ (1,800 ) $ 213,923

Net loss $(261,120) $ 8,820 $ (269,940 )
Net loss per share - basic and diluted: $(5.22 ) $ 0.17 $ (5.39 )

Impact of Topic 606 Adoption on

Condensed Consolidated Statement of Cash
Flows

for the Six Months Ended June 30, 2018
Balances without

As reported under adoption of
(in thousands) Topic 606 Adjustments Topic 606
Net loss $(261,120) $ 8,820 $ (269,940 )
Changes in deferred revenue $(21,589 ) $ (8,820 ) $ (12,769 )

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

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

9
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ASU 2016-15, Statement of Cash Flows: Classification of Certain Cash Receipts and Cash Payments

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

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

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

As of As of

June 30, June 30,

(in thousands) 2018 2017
Cash and cash equivalents $333,949 $686,334
Restricted cash included in receivables and other current assets 100 627
Restricted cash included in restricted cash and other non-current assets 13,763 13,763

Total cash, cash equivalents, and restricted cash shown in the statement

of cash flows $347,812 $700,724

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

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

Not yet adopted
ASU 2016-02, Leases
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In February 2016, the FASB issued ASU 2016-02, Leases, (“ASU 2016-02"), which requires a lessee to recognize assets
and liabilities on the balance sheet for operating leases and changes many key definitions, including the definition of a
lease. The new standard includes a short-term lease exception for leases with a term of 12 months or less, as part of
which a lessee can make an accounting policy election not to recognize lease assets and lease liabilities. Lessees will
continue to differentiate between finance leases (previously referred to as capital leases) and operating leases using
classification criteria that are substantially similar to the previous guidance. The new standard will be effective
beginning January 1, 2019. The Company is currently evaluating the potential impact ASU 2016-02 may have on its
financial position and results of operations. The Company’s assessment will include, but is not limited to, evaluating
the impact that this standard has on the lease of its corporate headquarters at 60 Binney in Cambridge, Massachusetts,

its laboratory space in Seattle, Washington, its office space in Zug, Switzerland, and any of its embedded leases.

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

In January 2017, the FASB issued ASU 2017-04, Intangibles — Goodwill and Other (Topic 350): Simplifying the Test
for Goodwill Impairment. To address concerns over the cost and complexity of the two-step goodwill impairment
test, the amendments in this ASU remove the second step of the test. An entity will instead apply a one-step
quantitative test and record the amount of goodwill impairment as the excess of a reporting unit's carrying amount
over its fair value, not to exceed the total amount of goodwill allocated to the reporting unit. The new guidance does
not amend the optional qualitative assessment of goodwill impairment. The new standard will be effective beginning
January 1, 2020 and early adoption is permitted with measurement dates on or after January 1, 2017. The adoption of
this standard is not expected to have a material impact on the Company’s financial position or results of operations
upon adoption.

10
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ASU 2017-08, Receivables — Nonrefundable Fees and Other Costs

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

have a material impact on the Company’s financial position or results of operations upon adoption.

ASU 2018-02, Reclassification of Certain Tax Effects from Accumulated Other Comprehensive Income

In February 2018, the FASB issued ASU 2018-02, Reclassification of Certain Tax Effects from Accumulated Other
Comprehensive Income (“ASU 2018-02”). The new standard allows for a reclassification from accumulated other
comprehensive income to retained earnings for stranded tax effects resulting from the Tax Cuts and Jobs Act. The
new standard will be effective beginning January 1, 2019 and early adoption is permitted. The adoption of this
standard is not expected to have a material impact on the Company’s financial position and results of operations upon
adoption.

ASU 2018-07, Improvements to Nonemployee Share-Based Payment Accounting

In June 2018, the FASB issued ASU 2018-07, Improvements to Nonemployee Share-Based Payment Accounting

(“ASU 2018-07”). The new standard simplifies the accounting for share-based payments to nonemployees by aligning it
with the accounting for share-based payments to employees, with certain exceptions. The new standard will be

effective beginning January 1, 2019 and early adoption is permitted. The Company is currently evaluating the

potential impact ASU 2018-07 may have on its results of operations upon adoption.

3. Marketable securities

The following table summarizes the available-for-sale securities held at June 30, 2018 and December 31, 2017 (in
thousands):

Amortized Unrealized Unrealized Fair

Description cost gains losses value
June 30, 2018
U.S. government agency securities and treasuries $1,116,012 $ 36 $@714 ) $1,111,334

Certificates of deposit 11,960 — — 11,960
Total $1,127,972 $ 36 $@4,714 ) $1,123,294
December 31, 2017

U.S. government agency securities and treasuries $841,895 $§ — $ (3,579 ) $838,316
Certificates of deposit 17,480 1 — 17,481
Total $859,375 §$ 1 $ (3,579 ) $855,797
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The amortized cost of available-for-sale securities is adjusted for amortization of premiums and accretion of discounts
to maturity. At June 30, 2018 and December 31, 2017, the balance in the Company’s accumulated other comprehensive
loss was composed primarily of activity related to the Company’s available-for-sale marketable securities. There were
no material realized gains or losses recognized on the sale or maturity of available-for-sale securities during the six
months ended June 30, 2018 or 2017, and as a result, the Company did not reclassify any amounts out of accumulated
other comprehensive loss for the same periods.

The aggregate fair value of securities held by the Company in an unrealized loss position for less than twelve months
as of June 30, 2018 and December 31, 2017 was $807.2 million and $704.1 million, respectively. As of June 30, 2018
and December 31, 2017, there were $101.2 million and $134.4 million in securities held by the Company in an
unrealized loss position for more than twelve months, respectively. The aggregate unrealized loss on securities held by
the Company for less than twelve months as of June 30, 2018 and December 31, 2017 was $4.3 million and $3.3
million, respectively. The aggregate unrealized loss on securities held by the Company for more than twelve months
as of June 30, 2018 and December 31, 2017 was $0.4 million and $0.3 million, respectively. The Company has the
intent and ability to hold such securities until recovery. The Company determined that there was no material change in
the credit risk of the above investments. As a result, the Company determined it did not hold any investments with any
other-than-temporary impairment as of June 30, 2018 and December 31, 2017.

No available-for-sale securities held as of June 30, 2018 or December 31, 2017 had remaining maturities greater than
three years.

11

25



Edgar Filing: bluebird bio, Inc. - Form 10-Q

4. Fair value measurements

The following table sets forth the Company’s assets and liabilities that are measured at fair value on a recurring basis
as of June 30, 2018 and December 31, 2017 (in thousands):

Quoted  Significant

prices in  other Significant
active observable unobservable
markets  inputs inputs
Description Total (Level 1) (Level 2) (Level 3)
June 30, 2018
Assets:
Cash and cash equivalents $333,949 $333,949 $— $ —
Marketable securities:
U.S. government agency securities and treasuries 1,111,334 — 1,111,334 —
Certificates of deposit 11,960 — 11,960 —
Total assets $1,457,243 $333,949 $1,123,294 $ —
Liabilities:
Contingent consideration $3,027 $— $— $ 3,027
Total liabilities $3,027 $— $— $ 3,027
December 31, 2017
Assets:
Cash and cash equivalents $758,505 $758,505 $— $ —
Marketable securities:
U.S. government agency securities and treasuries 838,316 — 838,316 —
Certificates of deposit 17,481 — 17,481 —
Total assets $1,614,302 $758,505 $855,797 $ —
Liabilities:
Contingent consideration $2,231 $— $— $ 2,231
Total liabilities $2,231 $— $— $ 2,231

Cash, cash equivalents and marketable securities

The Company considers all highly liquid securities with original final maturities of 90 days or less from the date of
purchase to be cash equivalents. As of June 30, 2018 and December 31, 2017, cash and cash equivalents comprises
funds in cash and money market accounts.

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

Contingent consideration

In connection with its prior acquisition of Pregenen, the Company may be required to pay future consideration that is
contingent upon the achievement of specified development, regulatory approvals or sales-based milestone events.
Contingent consideration is measured at fair value and is based on significant inputs not observable in the market,
which represents a Level 3 measurement within the fair value hierarchy. The valuation of contingent consideration
uses assumptions the Company believes would be made by a market participant. The Company assesses these
estimates on an on-going basis as additional data impacting the assumptions is obtained. Future changes in the fair
value of contingent consideration related to updated assumptions and estimates are recognized within the condensed
consolidated statements of operations and comprehensive loss. In the absence of new information, changes in fair
value will reflect changing discount rates and the passage of time.

12
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The significant unobservable inputs used in the measurement of fair value of the Company’s contingent consideration
are probabilities of successful achievement of clinical and commercial milestones, the period in which these
milestones are expected to be achieved ranging from 2021 to 2028 and discount rates ranging from 15.6% to 16.5%.
Significant increases or decreases in any of the probabilities of success would result in a significantly higher or lower
fair value measurement, respectively. Significant increases or decreases in the other inputs would result in a
significantly lower or higher fair value measurement, respectively.

The table below provides a roll-forward of fair value of the Company’s contingent consideration obligations, which
include Level 3 inputs (in thousands):

For the
Six
months
ended
June 30,
2018
Beginning balance ~ $2,231
Additions —
Changes in fair value 796
Payments —

Ending balance $3,027

Please refer to Note 7, “Commitments and contingencies” for further information.

5. Property, plant and equipment, net

Property, plant and equipment, net, consists of the following (in thousands):

As of As of
June 30, December 31,

2018 2017
Land $1,210 $ 1,210
Building 167,155 164,414
Computer equipment and software 5,551 5,134
Office equipment 5,036 4,478
Laboratory equipment 30,293 24914
Leasehold improvements 272 116
Construction-in-progress 31,876 15,189
Total property, plant and equipment 241,393 215,455
Less accumulated depreciation and amortization (22,167 ) (15,849 )
Property, plant and equipment, net $219,226 $ 199,606
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North Carolina manufacturing facility

In November 2017, the Company acquired a manufacturing facility, which is in the process of construction, in
Durham, North Carolina for the future manufacture of lentiviral vector for the Company’s gene and cell
therapies. Construction-in-progress as of June 30, 2018 and December 31, 2017 includes $28.1 million and $12.9
million, respectively, related to the North Carolina manufacturing facility.

60 Binney Street lease

As of June 30, 2018, total property, plant and equipment, gross, includes $167.2 million related to the Company’s
headquarters at 60 Binney Street in Cambridge, Massachusetts, of which $156.0 million was incurred by the landlord.
As of December 31, 2017, total property, plant and equipment, gross, includes $164.4 million related to the Company’s
headquarters at 60 Binney Street in Cambridge, Massachusetts, of which $156.0 million was incurred by the

landlord. Please refer to Note 7, "Commitments and contingencies" for further information.
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6. Accrued expenses and other current liabilities

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

As of As of

June 30, December 31,

2018 2017
Accrued goods and services $52,683 $ 29,533
Employee compensation 13,383 19,657
Accrued professional fees 1,748 1,402
Financing lease obligation, current portion 1,214 1,051
Accrued license and milestone fees 914 4,584
Other 1,061 838
Total accrued expenses and other current

liabilities $71,003 $ 57,065

7. Commitments and contingencies
Operating lease commitments

On June 3, 2016, the Company entered into a strategic manufacturing agreement for the future commercial production
of the Company’s Lenti-D and LentiGlobin product candidates with a contract manufacturing organization. Under this
12 year agreement, the contract manufacturing organization will complete the design, construction, validation and
process validation of the leased suites prior to anticipated commercial launch of the product candidates. During
construction, the Company was required to pay $12.5 million upon the achievement of certain contractual milestones,
and may pay up to $8.0 million in additional contractual milestones if the Company elects its option to lease
additional suites. The Company paid $5.0 million for the achievement of the first and second contractual milestones
during 2016 and paid $5.5 million for the third and fourth contractual milestones achieved during 2017. In March
2018, $1.5 million of the possible $2.0 million related to the fifth contractual milestone was achieved and was paid in
the second quarter of 2018. Given that construction was completed in March 2018, beginning in April 2018 the
Company will pay $5.1 million per year in fixed suite fees as well as certain fixed labor, raw materials, testing and
shipping costs for manufacturing services, and may pay additional suite fees if it elects its option to reserve or lease
additional suites. The Company may terminate this agreement at any time upon payment of a one-time termination fee
and up to 24 months of fixed suite and labor fees. The Company concluded that this agreement contains an embedded
lease as the suites are designated for the Company’s exclusive use during the term of the agreement. The Company
concluded that it is not the deemed owner during construction nor is it a capital lease under ASC 840-10, Leases —
Overall. As a result, the Company accounts for the agreement as an operating lease and expenses the rental payments
on a straight-line basis over the non-cancellable term of the embedded lease.

On November 18, 2016, the Company entered into an agreement for future clinical and commercial production of the
Company’s LentiGlobin and Lenti-D gene therapy drug products with a contract manufacturing organization at an
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existing facility. The term of the agreement is five years with a three year renewal at the mutual option of each party.
Under the agreement, the Company is required to pay an up-front fee of €3.0 million, €2.0 million of which was paid in
the fourth quarter of 2016 and €1.0 million of which is expected to be paid in the third quarter of 2018, and annual
maintenance and production fees of up to €9.8 million, depending on its production needs. The Company may
terminate this agreement with twelve months’ notice and a one-time termination fee. The Company concluded that this
agreement contains an embedded lease as the clean rooms are designated for the Company’s exclusive use during the
term of the agreement, and determined that it is not a capital lease under ASC 840-10, Leases — Overall. As a result, the
Company accounts for the agreement as an operating lease and expenses the rental payments on a straight-line basis
over the non-cancellable term of the embedded lease.

60 Binney Street Lease commitments

On September 21, 2015, the Company entered into a lease agreement for office and laboratory space located in a
building (the “Building”) at 60 Binney Street, Cambridge, Massachusetts (the “60 Binney Street Lease”) to become its
new corporate headquarters with a term through March 31, 2027. Although the Company does not legally own the
premises, it is deemed to be the owner of the building for accounting purposes because the Company was involved in
the construction project, including having responsibility to pay for a portion of the costs of finish work and
mechanical, electrical, and plumbing elements of the Building during the construction period. Accordingly,
construction costs that were incurred by the landlord directly or indirectly through reimbursement to the Company as
part of its tenant improvement allowance have been recorded as an asset in “Property, plant and equipment, net” with a
related financing obligation in “Accrued expenses and other current liabilities” and “Financing lease obligation, net of
current portion” on the Company’s condensed consolidated balance sheets.
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The Company evaluated the 60 Binney Street Lease upon occupancy on March 27, 2017 and determined that the 60
Binney Street Lease did not meet the criteria for “sale-leaseback” treatment. This determination was based on, among
other things, the Company's continuing involvement with the property in the form of non-recourse financing to the
lessor. Accordingly, upon occupancy, the Company commenced depreciating the building over a useful life of 40
years and incurred interest expense related to the financing obligation of $3.9 million and $7.8 million for the three
and six months ended June 30, 2018, respectively. The Company incurred interest expense related to the financing
obligation of $3.7 million for the three and six months ended June 30, 2017. The Company currently maintains a
$13.8 million letter of credit as required under the terms of the lease. Subject to the terms of the lease and certain
reduction requirements specified therein, including market capitalization requirements, this amount may decrease to
$9.2 million over time.

Contingent consideration related to business combinations

On June 30, 2014, the Company acquired Pregenen. The Company may be required to make up to $120.0 million in
remaining future contingent cash payments to the former equityholders of Pregenen upon the achievement of certain
clinical and commercial milestones related to the Pregenen technology, of which $20.1 million relates to clinical
milestones and $99.9 million relates to commercial milestones. In accordance with accounting guidance for business
combinations, contingent consideration liabilities are required to be recognized on the consolidated balance sheets at
fair value. Estimating the fair value of contingent consideration requires the use of significant assumptions primarily
relating to probabilities of successful achievement of certain clinical and commercial milestones, the expected timing

in which these milestones will be achieved and discount rates. The use of different assumptions could result in
materially different estimates of fair value. Please refer to Note 4, “Fair value measurements” for additional information.

Other funding commitments

The Company is party to various agreements, principally relating to licensed technology, that require future payments
relating to milestones not met at June 30, 2018 and December 31, 2017 or royalties on future sales of specified
products. Additionally, the Company is party to various contracts with contract research organizations and contract
manufacturers that generally provide for termination on notice, with the exact amounts due in the event of termination
to be based on the timing of the termination and the terms of the agreement. In each of 2018 and 2019, the Company
expects to make payments of approximately $12.0 million under an agreement with a contract manufacturer.

8. Collaboration revenue

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

Original Collaboration Agreement

On March 19, 2013, the Company entered into a Master Collaboration Agreement (the “Collaboration Agreement’”) with
Celgene to discover, develop and commercialize potentially disease-altering gene therapies in oncology. The
collaboration is focused on applying gene therapy technology to genetically modify a patient’s own T cells, known as
chimeric antigen receptor, or CAR T cells, to target and destroy cancer cells. Additionally, on March 19, 2013, the
Company entered into a Platform Technology Sublicense Agreement with Celgene pursuant to which the Company
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obtained a sublicense to certain intellectual property from Celgene, originating under Celgene’s license from Baylor
College of Medicine, for use in the collaboration.

Under the terms of the Collaboration Agreement, the Company received a $75.0 million up-front, non-refundable cash
payment. The Company is responsible for conducting discovery, research and development activities through
completion of Phase I clinical studies during the initial term of the Collaboration Agreement, or three years. The
collaboration is governed by a joint steering committee (“JSC”) formed by an equal number of representatives from the
Company and Celgene. The JSC, among other activities, reviews the collaboration program, reviews and evaluates
product candidates and approves regulatory plans. In addition to the JSC, the Collaboration Agreement provides that
the Company and Celgene each appoint representatives to a patent committee, which is responsible for managing the
intellectual property developed and used during the collaboration.
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Amended Collaboration Agreement

On June 3, 2015, the Company and Celgene amended and restated the Collaboration Agreement (the “Amended
Collaboration Agreement”). Under the Amended Collaboration Agreement, the parties narrowed the focus of the
collaboration exclusively to anti- B-cell maturation antigen (“BCMA”) product candidates for a new three-year term that
ended in June 2018. In connection with the Amended Collaboration Agreement, the Company received an upfront,
one-time, non-refundable, non-creditable payment of $25.0 million. The collaboration will continue to be governed by
the JSC. Under the terms of the Amended Collaboration Agreement, for up to two product candidates selected for
development under the collaboration, the Company is responsible for conducting and funding all research and
development activities performed up through completion of the initial Phase I clinical study of such product candidate.

On a product candidate-by-product candidate basis, up through a specified period following enrollment of the first
patient in an initial Phase I clinical study for such product candidate (the “Option Period”), the Company granted
Celgene an option to obtain an exclusive worldwide license to develop and commercialize such product. Following
Celgene’s license of each product candidate, the Company is entitled to elect to co-develop and co-promote each
product candidate in the U.S.

bb2121 License Agreement

On February 10, 2016, Celgene exercised its option to obtain an exclusive worldwide license to develop and
commercialize bb2121, the first product candidate under the Amended Collaboration Agreement, pursuant to an
executed license agreement (“bb2121 License Agreement”) entered into by the parties on February 16, 2016 and paid
the Company an option fee of $10.0 million. Pursuant to the bb2121 License Agreement, Celgene is responsible for
development and related funding of bb2121 after the substantial completion of the on-going Phase I clinical trial. The
Company is responsible for the manufacture of vector and associated payload throughout development and, upon
Celgene’s request, commercialization, which is fully reimbursed by Celgene, and Celgene is responsible for the
manufacture of drug product throughout development and commercialization.

bb2121 Co-Development, Co-Promote and Profit Share Agreement

On March 28, 2018, the Company elected to co-develop and co-promote bb2121 within the U.S. pursuant to the
execution of the Amended and Restated Co-Development, Co-Promote and Profit Share Agreement (“bb2121
CCPS”). The responsibilities of the parties remain unchanged from those under the bb2121 License Agreement,
however, the Company will share equally in all profits and losses relating to developing, commercializing and
manufacturing bb2121 within the U.S. and has the right to participate in the development and promotion of bb2121 in
the U.S. Under the bb2121 CCPS, the Company may receive up to $70.0 million in development milestone payments
for the first indication to be addressed by the bb2121 product candidate, with the ability to obtain additional milestone
payments for a second indication and modified licensed products. In addition, to the extent bb2121 is
commercialized, the Company would be entitled to receive tiered royalty payments ranging from the mid-single digits
to low-teens based on a percentage of net sales generated outside of the U.S., subject to certain reductions.

bb21217 License Agreement

On September 22, 2017, Celgene exercised its option to obtain an exclusive worldwide license to develop and
commercialize bb21217, the second product candidate under the Amended Collaboration Agreement, pursuant to an
executed license agreement (“bb21217 License Agreement”) entered into by the parties on September 28, 2017 and paid
the Company an option fee of $15.0 million. Pursuant to the bb21217 License Agreement, Celgene is responsible for
development and related funding of bb21217 after the substantial completion of the on-going Phase I clinical

trial. The Company is responsible for the manufacture of vector and associated payload throughout development and,
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upon Celgene’s request, commercialization, which is fully reimbursed by Celgene, and Celgene is responsible for the
manufacture of drug product throughout development and commercialization.

The Company currently expects it will exercise its option to co-develop and co-promote bb21217 within the U.S. The
Company’s election to co-develop and co-promote bb21217 must be made by the substantial completion of the
ongoing Phase I trial of bb21217. If elected, the Company expects the responsibilities of the parties to remain largely
unchanged, however, the Company expects it will share equally in all profits and losses relating to developing,
commercializing and manufacturing bb21217 within the U.S. and to have the right to participate in the development
and promotion of bb21217 in the U.S. Under this scenario, the Company expects to receive, per product, up to $70.0
million in development milestone payments for the first indication to be addressed by the bb21217 product candidate,
with the ability to obtain additional milestone payments for a second indication and modified licensed products. In
addition, to the extent bb21217 is commercialized, the Company would be entitled to receive tiered royalty payments
ranging from the mid-single digits to low-teens based on a percentage of net sales generated outside of the U.S.,
subject to certain reductions.
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In the event the Company does not exercise its option to co-develop and co-promote bb21217, the Company will
receive an additional fee in the amount of $10.0 million. Under this scenario, the Company may be eligible to receive
up to $10.0 million in clinical milestone payments, up to $117.0 million in regulatory milestone payments, and up to
$78.0 million in commercial milestone payments. In addition, to the extent bb21217 is commercialized, the Company
would be entitled to receive tiered royalty payments ranging from the mid-single digits to low-teens based on a
percentage of net sales, subject to certain reductions.

Accounting analysis — bb2121

The Company has elected to use a practical expedient within Topic 606 that allow entities to reflect the aggregate
effect of all contract modifications when identifying the satisfied and unsatisfied performance obligations for contracts
that were modified prior to Topic 606 adoption. Celgene’s option to in-license the first product candidate, bb2121,
under the arrangement was considered a material right at the time the Amended Collaboration Agreement was
executed in June 2015 given the product candidate had been formally nominated by the JSC and that substantially all
investigational new drug application, or IND, enabling activities had been completed by that time. Therefore,
Celgene’s February 2016 exercise of its option that was considered a material right to obtain an exclusive worldwide
license to develop and commercialize the first product candidate, bb2121, under the collaboration represented a
contract modification. As a result, the Collaboration Agreement, Amended Collaboration Agreement, and bb2121
License Agreement are combined for accounting purposes and treated as a single arrangement. As of February 2016,
Celgene’s option to license an additional product candidate under the collaboration did not represent a material right.
Therefore, the license to the Company’s second product candidate, bb21217, which was executed in September 2017,
is accounted for as a separate contract. Refer below for discussion of the bb21217 accounting analysis.

As of the February 2016 contract modification date, the Company concluded the arrangement contained the following
promised goods and services: (i) research and development services, (ii) a license to the first product candidate,
bb2121, and (iii) manufacture of vectors and associated payload for incorporation into bb2121 through

development. The Company determined that the manufacture of commercial vector represents an option to acquire
additional goods and services that is not representative of a material right. In addition, at this time Celgene has not
exercised its option to purchase any commercial vector. Accordingly, the manufacture of commercial vector is not
considered to be a performance obligation at this time.

The Company concluded that the research and development services are distinct from the other promised goods and
services under the arrangement and thus such services are considered to be a separate performance obligation. The
Company concluded that the license to bb2121 is not distinct from the vector manufacturing services because the
manufacturing is essential to the use of the license. Accordingly, these two promised goods and services are
considered a single combined performance obligation.

As of June 30, 2018, the total transaction price of $182.5 million comprises the up-front non-refundable fees of $100.0
million, the option fee of $10.0 million, and the estimated variable consideration of $72.5 million related to the
estimated reimbursement from Celgene for the manufacture of vectors and associated payload through

development. The total transaction price has been allocated to the performance obligations identified based on a
relative SSP basis. The Company estimated the SSP of the license after considering potential future cash flows under
the license. The Company then discounted these probability-weighted cash flows to their present value. The Company
estimated the SSP of each of the research and development services and manufacturing services to be provided based
on the Company’s estimated cost of providing the services plus an applicable profit margin commensurate with
observable market data for similar services.
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None of the clinical or regulatory milestones have been included in the transaction price, as all milestone amounts are
fully constrained. As part of its evaluation of the constraint, the Company considered numerous factors, including the
fact that achievement of the milestones is outside the control of the Company and contingent upon the future success
of its clinical trials, the licensee’s efforts, and the receipt of regulatory approval. Any consideration related to
sales-based milestones (including royalties) will be recognized when the related sales occur as these amounts have
been determined to relate predominantly to the license granted to Celgene and therefore are recognized at the later of
when the performance obligation is satisfied, or the related sales occur. The Company will re-evaluate the transaction
price, including its estimated variable consideration included in the transaction price and all constrained amounts, in
each reporting period and as uncertain events are resolved or other changes in circumstances occur.

bb2121 research and development services

The Company allocated $36.0 million of the transaction price to the research and development services. The
Company satisfied this performance obligation as the research and development services were performed. The
Company determined that the period of performance of the research and development services was three years through
projected initial Phase I clinical study substantial completion, or through May 2018. The Company recognized
revenue related to research and development services performed using an input method by calculating costs incurred
at each period end relative to total costs expected to be incurred. Although the Company has fully satisfied this
performance obligation during the second quarter of 2018, any future changes to the total transaction price allocated to
the performance obligations under the arrangement may impact the revenue recognized for this performance
obligation in the period of change.
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The Company recognized revenue related to bb2121 research and development services of $1.0 million and $3.1
million for the three and six months ended June 30, 2018, respectively. The Company recognized revenue related to
bb2121 research and development services of $1.6 million and $3.1 million for the three and six months ended June
30, 2017, respectively.

bb2121 license and manufacturing services

The Company allocated $146.4 million of the transaction price to the combined unit of accounting which consists of
the license and manufacture of vectors and associated payload for incorporation into bb2121.

The Company accounts for its vector manufacturing services for development in the U.S. and Celgene’s U.S.
development efforts within the scope of ASC 808 given that both parties are active participants in the activities and
both parties are exposed to significant risks and rewards dependent on the commercial success of the activities. The
Company recognizes revenue for its U.S. manufacturing services by analogy to Topic 606. The portion of Celgene’s
U.S. development costs that bluebird is responsible for are recognized as a reduction to its collaboration revenues, or,
if in excess of such revenues in a given quarter, the excess is recorded as research and development expense.

Revenue recognition for the combined unit of accounting commenced during the first quarter of 2017. The Company
recognizes revenue associated with the combined unit of accounting using the proportional performance method, as
the Company will satisfy this performance obligation as the manufacturing services are performed through
development. In using this method the Company estimated its development plan for bb2121, including expected
demand from Celgene, and the costs associated with the manufacture of vectors and associated payload for
incorporation into bb2121. On a quarterly basis, the Company determines the proportion of effort incurred as a
percentage of total effort it expects to expend. This ratio is applied to the transaction price, which includes variable
consideration, allocated to the combined performance obligation consisting of the bb2121 license and manufacturing
services. Management has applied significant judgment in the process of developing its budget estimates and any
changes to these estimates will be recognized in the period in which they change as a cumulative catch up.

In developing the SSP for the combined performance obligation, management assumed that the Company would
exercise its option to co-develop and co-promote bb2121, and therefore will recognize revenue related to 67.5% of
worldwide development costs incurred, which represents the percentage the Company is contractually entitled to bill
Celgene under the cost share provisions of the co-development and co-promotion agreement, upon its execution. The
Company exercised its option to co-develop and co-promote bb2121 in March 2018. The period of performance and
pattern of revenue recognition remained unchanged upon its execution and will be revisited as the development plan
changes or if other events occur.

For the three months ended June 30, 2018, the portion of Celgene’s U.S. development costs that bluebird is responsible
for are in excess of the Company’s corresponding U.S. development costs, and, as such, the Company recorded
research and development expense of $3.3 million (which is representative of gross revenue of $8.5 million offset by
approximately $11.8 million of cost reimbursement to Celgene) related to the combined unit of accounting. For the
three months ended March 31, 2018, the Company recognized revenue of $3.9 million (representative of gross

revenue of $11.8 million offset by approximately $7.9 million of cost reimbursement to Celgene) related to the
combined unit of accounting for its license and vector manufacturing of bb2121 in the U.S.

Revenue related to the combined unit of accounting for its rest of world license and vector manufacturing services is

accounted for in accordance with Topic 606 and is recognized as collaboration revenue. The Company recognized
$5.8 million and $14.7 million of revenue related to the combined unit of accounting for its rest of world license and
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vector manufacturing services for the three and six months ended June 30, 2018, respectively. The Company
recognized $6.0 million and $10.9 million of revenue related to the combined unit of accounting of accounting for its
license and vector manufacturing services for the three and six months ended June 30, 2017, respectively, in
accordance with ASC 605.

As of June 30, 2018, the aggregate amount of the transaction price allocated to the combined performance obligation,
which consists of the bb2121 license and manufacturing services, that is unsatisfied, or partially unsatisfied, is $80.8
million, which the Company expects to recognize as revenue as manufacturing services are provided through the
remaining development period which is estimated to be through 2020. The Company had $41.8 million remaining
deferred revenue as of June 30, 2018 associated with the combined performance obligation consisting of the bb2121
license and manufacturing services.
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Accounting analysis — bb21217

On September 22, 2017, Celgene exercised its option to obtain an exclusive worldwide license to develop and
commercialize bb21217, the second optioned product candidate, pursuant to the bb21217 License Agreement entered
into by the parties on September 28, 2017. The bb21217 License Agreement is considered a separate contract for
accounting purposes as the option to obtain an exclusive worldwide license to develop and commercialize bb21217, or
any other product candidate, was not considered a material right to Celgene at the time the practical expedient was
applied. The Company made this evaluation after considering the significant uncertainty at that time regarding
whether any additional product candidates would be identified under the Amended Collaboration Agreement. In
particular, the Company considered that bb21217 had not been formally nominated as a product candidate under the
collaboration at that time, primarily due to a lack of pre-clinical data as well as uncertainty surrounding the ability to
successfully complete various IND-enabling activities.

At contract inception, the Company concluded that the arrangement contained the following promised goods and
services: (i) research and development services, (ii) a license to the second product candidate, bb21217, and (iii)
manufacture of vectors and associated payload for incorporation into bb21217 through development. The Company
determined that the manufacture of commercial vector represents an option to acquire additional goods and services
that is not representative of a material right. In addition, at this time Celgene has not exercised its option to purchase
any commercial vector. Accordingly, the manufacture of commercial vector is not considered to be a performance
obligation at this time.

The Company concluded that the research and development services are distinct from the other promised goods and
services under the arrangement and thus is considered to be a performance obligation. Similar to bb2121, the
Company concluded that the license to bb21217 is not distinct from the vector manufacturing services because the
manufacturing is essential to the use of the license. Accordingly, these two promised goods and services are
considered a single combined performance obligation.

As of June 30, 2018, the total transaction price of $41.7 million comprises the option fee of $15.0 million and the
estimated variable consideration of $26.7 million related to reimbursement from Celgene for the manufacturing
services during development. The total transaction price has been allocated to the performance obligations identified
based on a relative SSP basis. The Company estimated the SSP of the license after considering potential future cash
flows under the license. The Company then discounted these probability-weighted cash flows to their present value.
The Company estimated the SSP of each of the research and development services and manufacturing services to be
provided based on the Company’s estimated cost of providing the services plus an applicable profit margin
commensurate with observable market data for similar services.

None of the clinical or regulatory milestones have been included in the transaction price, as all milestone amounts are
fully constrained. As part of its evaluation of the constraint, the Company considered numerous factors, including the
fact that achievement of the milestones is outside the control of the Company and contingent upon the future success
of its clinical trials, the licensee’s efforts, and the receipt of regulatory approval. Any consideration related to
sales-based milestones (including royalties) will be recognized when the related sales occur as these amounts have
been determined to relate predominantly to the license granted to Celgene and therefore are recognized at the later of
when the performance obligation is satisfied, or the related sales occur. The Company will re-evaluate the transaction
price, including is estimated variable consideration included in the transaction price and all constrained amounts, in
each reporting period and as uncertain events are resolved or other changes in circumstances occur.

bb21217 research and development services
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The Company allocated $5.4 million of the transaction price to the research and development services. The Company
will satisfy this performance obligation as the research and development services are performed. The Company
determined that the period of performance of the research and 