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Unless otherwise stated, all references to “us,” “our,” “Blueprint,” “Blueprint Medicines,” “we,” the
“Company” and similar designations in this Quarterly Report on Form 10-Q refer to Blueprint Medicines Corporation
and its consolidated subsidiaries. Blueprint Medicines, AYVAKIT®, AYVAKYT®, GAVRETO® and associated logos are
trademarks of Blueprint Medicines Corporation. Other brands, names and trademarks contained in this Quarterly Report
on Form 10-Q are the property of their respective owners.

FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains forward-looking statements that involve substantial risks and
uncertainties. 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 “aim,”
“anticipate,” “believe,” “contemplate,” “continue,” “could,” “estimate,” “expect,” “intend,” “may,” “plan,” “potential,”
“predict,” “project,” “seek,” “should,” “target,” “will,” “would” or the negative of these words or other comparable
terminology, although not all forward-looking statements contain these identifying words.

» « ” « 3« » «

The forward-looking statements in this Quarterly Report on Form 10-Q include, but are not limited to, statements
about:

e the timing or likelihood of regulatory actions, filings and approvals for our current and future drug
candidates, including our ability to obtain marketing approval for avapritinib in additional geographies,
particularly for indolent systemic mastocytosis (SM) in geographies outside of the U.S.;

e our ability and plans in continuing to build out our commercial infrastructure and successfully launching,
marketing and selling AYVAKIT® (avapritinib) (marketed in Europe under the brand name
AYVAKYT®) and any current and future drug candidates for which we receive marketing approval;

e our expectations regarding the potential benefits of AYVAKIT/AYVAKYT and any current and future
drug candidates in treating patients with indolent SM and advanced SM;

e the rate and degree of market acceptance of AYVAKIT/AYVAKYT and any current and future drug
candidates for which we receive marketing approval;

e the pricing and reimbursement of AYVAKIT/AYVAKYT and any current and future drug candidates for
which we receive marketing approval;

e the anticipated impact of the termination of our collaboration with F. Hoffmann-La Roche Ltd and
Genentech, Inc. to develop and commercialize pralsetinib globally (excluding Greater China), our
expectations concerning the transition process with F. Hoffmann-La Roche Ltd and Genentech, Inc., and
our plans to re-partner GAVRETO for future development and commercialization;

e the initiation, timing, progress and results of our preclinical studies and clinical trials, including our
ongoing clinical trials and any planned clinical trials for our current and future drug candidates and
research and development programs;

e our ability to advance drug candidates into, and successfully complete, clinical trials;

e our ability to successfully develop manufacturing processes for any of our current and future drugs or
drug candidates and to secure manufacturing, packaging and labeling arrangements for development
activities and commercial production;

e the implementation of our business model and strategic plans for our business, drugs, drug candidates,
platform and technology;

e the scope and length of protection we are able to establish and maintain for intellectual property rights
covering our current and future drugs, drug candidates and technology;

e the potential benefits of our collaboration with CStone Pharmaceuticals to develop and commercialize
avapritinib, pralsetinib and fisogatinib in Greater China, our collaboration with Zai Lab to develop and
commercialize BLU-525 and BLU-945, and any respective back-up forms and certain other forms
thereof, as inhibitors of epidermal growth factor receptor (EGFR) in Greater China, and our
collaboration with Oncopia Therapeutics, Inc., d/b/a Proteovant Therapeutics, Inc. (Proteovant), to
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research and advance novel targeted protein degrader therapies, as well as our ability to maintain these
collaborations and establish additional strategic collaborations;

e the potential benefits of our exclusive license agreement with Clementia Pharmaceuticals, Inc., a wholly-
owned subsidiary of Ipsen S.A. (Clementia), to develop and commercialize BLU-782 for fibrodysplasia
ossificans progressiva;

e the potential benefits of our strategic financing transactions with Garnich Adjacent Investments
S.a.rl. and Tao Talents, LLC, both affiliates of Sixth Street Partners, and Royalty Pharma Investments
2019 ICAV (Royalty Pharma);

e our ability to realize the benefits of the collaboration compounds retained by us following the mutual
termination of our cancer immunotherapy collaboration with F. Hoffmann-La Roche Ltd and Hoffman-
La Roche Inc.;

e the potential benefits of our license agreement with IDRx, Inc. (IDRx) to develop our development
candidate-stage KIT exon 13 inhibitor, IDRX-73, for the treatment of drug-resistant mutations of non-
PDGFR-driven gastrointestinal stromal tumor (GIST);

e the development of companion diagnostic tests for our current or future drugs or drug candidates;

e our financial performance, estimates of our revenues, expenses and capital requirements and our needs
for future financing, including our ability to achieve a self-sustainable financial profile;

e developments relating to our competitors and our industry; and

e the actual or potential benefits of designations granted by the U.S. Food and Drug Administration
(FDA), such as orphan drug, fast track and breakthrough therapy designation or priority review.

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
important 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. We have included
important factors in the cautionary statements included in this Quarterly Report on Form 10-Q, particularly in the “Risk
Factors” section in Part II, Item 1A, that could cause actual results or events to differ materially from the forward-looking
statements that we make. Given these uncertainties, you should not place undue reliance on these forward-looking
statements. Our forward-looking statements do not reflect the potential impact of any future acquisitions, mergers,
dispositions, joint ventures or investments we may make or enter into.

You should read this Quarterly Report on Form 10-Q and the documents that we have filed as exhibits to this
Quarterly Report on Form 10-Q completely and with the understanding that our actual future results, performance or
achievements may be materially different from what we expect. 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.

For purposes of this Quarterly Report on Form 10-Q, including the footnotes to our condensed consolidated
financial statements, (i) with respect to our collaboration for pralsetinib, Roche means F. Hoffmann-La Roche Ltd and
Genentech, Inc., (ii) with respect to our terminated cancer immunotherapy collaboration, Roche means F. Hoffmann-La
Roche Ltd and Hoffmann-La Roche Inc., and (iii) with respect to our financing transactions with Sixth Street Partners,
Sixth Street Partners means Garnich Adjacent Investments S.a.r.l. and/or Tao Talents, LL.C.
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Item 1. Financial Statements

Assets
Current assets:
Cash and cash equivalents
Marketable securities
Accounts receivable
Unbilled accounts receivable
Inventory
Prepaid expenses and other current assets
Total current assets
Marketable securities
Property and equipment, net
Operating lease right-of-use assets, net
Restricted cash
Equity investment
Other assets
Total assets
Liabilities and stockholders’ equity
Current liabilities:
Accounts payable
Accrued expenses

PART I - FINANCIAL INFORMATION

Blueprint Medicines Corporation
Condensed Consolidated Balance Sheets
(in thousands, except share and per share data)
(Unaudited)

Current portion of operating lease liabilities

Current portion of deferred revenue

Current portion of liabilities related to the sale of future royalties and revenues

Current portion of term loan
Total current liabilities

Operating lease liabilities, net of current portion

Deferred revenue, net of current portion

Liabilities related to the sale of future royalties and revenues, net of current portion

Term loan, net of current portion

Other long-term liabilities

Total liabilities

Commitments and Contingencies (Note 15)
Stockholders’ equity:

Preferred stock, $0.001 par value; 5,000,000 shares authorized; no shares issued and outstanding

Common stock, $0.001 par value; 120,000,000 shares authorized; 60,740,744 and 59,958,919 shares issued and

outstanding at September 30, 2023 and December 31, 2022, respectively

Additional paid-in capital

Accumulated other comprehensive loss
Accumulated deficit

Total stockholders’ equity

Total liabilities and stockholders’ equity

September 30,

December 31,

2023 2022
$ 55972 $ 119,709
657,012 825,283
40,861 23,525
393 13,413
16,457 29,697
37,477 35,024
808,172 1,046,651
114,242 133,480
40,619 33,344
75,221 81,854
9,696 5,195
27,789 27,789
29,560 21,589
$§  1,105299 § 1,349,902
6,963 2,729
110,436 131,123
11,617 10,579
3,010 4,667
35,137 17,285
30,221 16,851
197,384 183,234
84,036 92,789
5,000 13,624
405,010 413,045
208,157 122,232
3,101 10,301
902,688 835,225
61 60
2,434,258 2,358,018

(2,683) (10,443)

(2,229,025) (1,832,958)
202,611 514,677
$§  1,105299 § 1,349,902

See accompanying notes to the unaudited condensed consolidated financial statements.
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Blueprint Medicines Corporation

Condensed Consolidated Statements of Operations and Comprehensive Loss

Revenues:
Product revenue, net
Collaboration and license revenue
License revenue - related party
Total revenues
Cost and operating expenses:
Cost of sales
Collaboration loss sharing
Research and development
Selling, general and administrative
Total cost and operating expenses
Other income (expense):
Interest expense, net
Other income (expense), net
Total other expense, net
Loss before income taxes
Income tax expense
Net loss

Other comprehensive loss:

Unrealized gains (losses) on available-for-sale investments

Currency translation adjustments
Comprehensive loss
Net loss per share - basic and diluted

Weighted-average number of common shares used in net loss per

share - basic and diluted

(in thousands, except per share data)

Three Months Ended Nine Months Ended
September 30, September 30,

2023 2022 2023 2022
$ 54228 $ 28634 $ 133,173 $ 80,929
2,338 9,843 44,250 56,826
— 27,500 — 27,500
56,566 65,977 177,423 165,255
2,782 3,000 8,280 12,965
1,771 1,665 4,301 7,076
110,252 127,981 330,184 359,579
70,741 57,608 215,826 173,354
185,546 190,254 558,591 552,974
(3,808) (8,396) (13,624) (7,527)
(728) 396 (369) 575
(4,536) (8,000) (13,993) (6,952)
(133,516)  (132,277)  (395,161)  (394,671)
197 886 907 4,200
$ (133,713) $ (133,163) $ (396,068) $ (398,871)
1,443 (843) 7,624 (11,171)
95 265 136 478
$ (132,175) § (133,741) $ (388,308) $ (409,564)
$ (200 % (223) $ (655 $ (6.70)
60,688 59,758 60,445 59,564

See accompanying notes to the unaudited condensed consolidated financial statements.
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Blueprint Medicines Corporation
Condensed Consolidated Statements of Stockholders’ Equity
(in thousands, except share data)

Balance at December 31, 2022

Issuance of common stock under stock plan
Stock-based compensation expense

Other comprehensive income

Net loss

Balance at March 31, 2023

Issuance of common stock under stock plan and stock purchase plan
Stock-based compensation expense

Other comprehensive income

Net loss

Balance at June 30, 2023

Issuance of common stock under stock plan
Stock-based compensation expense

Other comprehensive loss

Net loss

Balance at September 30, 2023

Balance at December 31, 2021

Issuance of common stock under stock plan
Stock-based compensation expense

Other comprehensive loss

Net loss

Balance at March 31, 2022

Issuance of common stock under stock plan and stock purchase plan
Stock-based compensation expense

Other comprehensive loss

Net loss

Balance at June 30, 2022

Issuance of common stock under stock plan
Stock-based compensation expense

Other comprehensive income

Net loss

Balance at September 30, 2022

(Unaudited)
Accumulated
Additional Other
Common Stock Paid-in Comprehensive Accumulated Stockholders’
Shares Amount Capital Loss Deficit Equity
59,958,919 60 2,358,018 $ (10,443) $ (1,832,958) $ 514,677
457,416 — — — — —
— — 23,340 — — 23,340
— — — 5,841 — 5,841
— — — — (129,560) (129,560)
60,416,335 60 2,381,358 $  (4602) $ (1,962,518) $ 414,298
221,940 1 5298 $ — $ — 8 5,299
— — 23,945 — — 23,945
— — — 381 — 381
— — — — (132,794) (132,794)
60,638,275 61 2,410,601 $  (4221) $ (2,095312) $ 311,129
102,469 — 45 8 — $ — 8 445
— — 23,212 — — 23,212
— — — 1,538 — 1,538
— — — — (133,713) (133,713)
60,740,744 61 2,434258 $  (2,683) $ (2,229,025) $ 202,611
59,141,086 59 2,250,250 $  (4,133) $ (1,275441) $ 970,735
414,888 1 1,297 — — 1,298
— — 23,609 — — 23,609
— — — (7,977) — (7,977)
— — — — (105,999) (105,999)
59,555,974 60 2275156 $ (12,110) $ (1,381,440) $ 881,666
132,321 — 2,407 $ — $ — 2,407
— — 25,524 — — 25,524
— — — (2,138) — (2,138)
— — — — (159,709) (159,709)
59,688,295 60 2,303,087 $ (14248) $ (1,541,149) $ 747,750
120,197 — 2,030 — — 2,030
— — 24,268 — — 24,268
— — — (578) — (578)
— — — — (133,163) (133,163)
59,808,492 60 2329385 $ (14826) $ (1,674312) $ 640,307

See accompanying notes to the unaudited condensed consolidated financial statements.
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Blueprint Medicines Corporation
Condensed Consolidated Statements of Cash Flows
(in thousands)

(Unaudited)
Nine Months Ended
September 30,
2023 2022
Cash flows from operating activities
Net loss $ (396,068) $ (398,871)
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization 10,134 4,719
Non-cash lease expense 6,759 6,212
Stock-based compensation 70,087 72,855
Non-cash interest expense 11,886 8,389
Non-cash customer consideration — (27,500)
Net (accretion of discount) amortization of premium on marketable securities (11,527) 844
Other 2,342 (57)
Changes in assets and liabilities:
Accounts receivable (18,970) 5,553
Unbilled accounts receivable 13,019 9,282
Inventory (5,195) (20,653)
Prepaid expenses and other current assets (2,449) (15,575)
Other assets (1,724) (11,886)
Accounts payable 4,244 (2,031)
Accrued expenses (15,100) 7,833
Other long-term liabilities (7,235) 5,730
Deferred revenue (10,280) (19,952)
Operating lease liabilities (7,842) (5,764)
Net cash used in operating activities (357,919) (380,872)

Cash flows from investing activities
Purchases of property and equipment (11,389) (7,438)
Purchases of investments (648,705) (258,654)
Maturities of investments 855,365 170,123
Other = (289)

Net cash provided by (used in) investing activities 195,271 (96,258)
Cash flows from financing activities
Net proceeds from the sale of future royalties and revenues — 415,836
Net proceeds from term loan facility 97,968 137,797
Net proceeds from stock option exercises and employee stock purchase plan 5,729 5,686

Net cash provided by financing activities 103,697 559,319
Net increase (decrease) in cash, cash equivalents, and restricted cash (58,951) 82,189
Cash, cash equivalents and restricted cash at beginning of period 124,904 215,119
Effect of exchange rate changes on cash, cash equivalents and restricted cash (285) (685)
Cash, cash equivalents and restricted cash at end of period $ 65668 $ 296,623
Supplemental cash flow information
Cash paid for interest $ 25455 $ 2,956
Property and equipment purchases unpaid at period end $ 1,921 § 195
Cash paid for taxes, net $ 762 $ 4,018

See accompanying notes to the unaudited condensed consolidated financial statements.
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The following table provides a reconciliation of cash, cash equivalents, and restricted cash reported within the
condensed consolidated balance sheets that sum to the total of the same such amounts shown in the unaudited condensed
consolidated statements of cash flows (in thousands).

September 30, September 30,

2023 2022
Cash and cash equivalents $ 55,972 $ 291,430
Restricted cash 9,696 5,193
Total cash, cash equivalents, and restricted cash shown in condensed consolidated statements of cash flows $ 65,668 $ 296,623
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Blueprint Medicines Corporation
Notes to Condensed Consolidated Financial Statements
(Unaudited)

1. Nature of Business

Blueprint Medicines Corporation (the Company), a Delaware corporation incorporated on October 14, 2008, is a
precision therapy company focused on genomically defined cancers and blood disorders. The Company’s approach is to
leverage its novel research engine to systematically and reproducibly identify drivers of diseases in genomically defined
patient populations, and to craft highly selective and potent drug candidates that are intended to provide significant and
durable clinical responses to patients.

The Company has brought its approved medicines, AY VAKIT®/AYVAKYT® (avapritinib) and GAVRETO®
(pralsetinib), to patients in the U.S. and Europe, and the Company is globally advancing multiple programs for mast cell
disorders, including SM and chronic urticaria, breast cancer and other cancers vulnerable to CDK2 inhibition, as well as
EGFR-mutant lung cancer. The Company is devoting substantially all of its efforts to research and development for current
and future drug candidates and commercialization of AYVAKIT/AYVAKYT, GAVRETO and any current or future drug
candidates that obtain marketing approval.

As of September 30, 2023, the Company had cash, cash equivalents and marketable securities of $827.2 million.
Based on the Company’s current operating plans, the Company anticipates that its existing cash, cash equivalents and
marketable securities will be sufficient to enable it to fund its current operations for at least the next twelve months from
the issuance of the financial statements.

2. Summary of Significant Accounting Policies and Recent Accounting Pronouncements
Basis of Presentation

The unaudited interim condensed consolidated financial statements of the Company included herein have been
prepared in accordance with accounting principles generally accepted in the United States (GAAP) as found in the
Accounting Standards Codification (ASC), Accounting Standards Update (ASU) of the Financial Accounting Standards
Board (FASB) and the rules and regulations of the Securities and Exchange Commission (SEC). Certain information and
footnote disclosures normally included in financial statements prepared in accordance with GAAP have been condensed or
omitted from this report, as is permitted by such rules and regulations. Accordingly, these financial statements should be
read in conjunction with the financial statements as of and for the year ended December 31, 2022 and notes thereto
included in the Company’s Annual Report on Form 10-K for the year ended December 31, 2022, filed with the SEC on
February 16, 2023 (2022 Annual Report on Form 10-K).

The unaudited interim condensed consolidated financial statements have been prepared on the same basis as the
audited financial statements, and updated, as necessary, in this report. In the opinion of the Company’s management, the
accompanying unaudited interim condensed consolidated financial statements contain all adjustments that are necessary to
present fairly the Company’s financial position as of September 30, 2023, the results of its operations for the three and nine
months ended September 30, 2023 and 2022, stockholder’s equity for the three and nine months ended September 30, 2023
and 2022 and cash flows for nine months ended September 30, 2023 and 2022. Such adjustments are of a normal and
recurring nature. The results for the three and nine months ended September 30, 2023 are not necessarily indicative of the
results for the year ending December 31, 2023 or for any future period.

The accompanying unaudited interim condensed consolidated financial statements include the accounts of the
Company and its wholly-owned subsidiaries, Blueprint Medicines Security Corporation, which is a Massachusetts
subsidiary created to buy, sell and hold securities, Blueprint Medicines (Switzerland) GmbH, Blueprint Medicines
(Netherlands) B.V., Blueprint Medicines (UK) Ltd., Blueprint Medicines (Germany) GmbH, Blueprint Medicines (Spain)
S.L., Blueprint Medicines (France) SAS, and Blueprint Medicines (Italy) S.r.L. All intercompany transactions and balances
have been eliminated.
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Use of Estimates

The preparation of financial statements in conformity with GAAP requires the Company’s management to make
estimates and assumptions that affect the amounts reported in the financial statements and accompanying notes. Actual
results could differ from those estimates. Management considers many factors in selecting appropriate financial accounting
policies and in developing the estimates and assumptions that are used in the preparation of the financial statements.
Management must apply significant judgment in this process. Management’s estimation process often may yield a range of
potentially reasonable estimates and management must select an amount that falls within that range of reasonable
estimates. Estimates are used in the following areas, among others: revenue recognition, inventory, operating lease right-of-
use assets, operating lease liabilities, stock-based compensation expense, accrued expenses, liabilities related to the sale of
future royalties and future revenues, equity investment, and income taxes. Actual results may differ from these estimates.

Significant Accounting Policies

The significant accounting policies used in preparation of these condensed consolidated financial statements for
the three and nine months ended September 30, 2023 are consistent with those discussed in Note 2 to the consolidated
financial statements in the 2022 Annual Report on Form 10-K, with the exception of the below new policy.

Performance-Based Restricted Stock Unit Awards

Fair value of performance-based restricted stock unit awards (PSUs) at the grant date are estimated using a lattice
model with a Monte Carlo simulation. This valuation methodology utilizes several key assumptions, including defined
consecutive trading day average closing stock price on the grant date, valuation date stock price, expected volatilities using
historical volatilities, correlation coefficients based on the volatility data, risk-free rates of return and expected dividend
yield. The probability of actual shares expected to be earned is considered in the grant date valuation and the expense is not
adjusted to reflect the actual units earned. The PSUs cliff vest at the end of the service period and the compensation
expense for PSUs is recognized straight-line over the applicable service period.

New Accounting Pronouncements

From time to time, new accounting pronouncements are issued by the FASB or other standard setting bodies that
the Company adopts as of the specified effective date. The Company does not believe that the adoption of recently issued
standards have or may have a material impact on its condensed consolidated financial statements and disclosures.

3. Financing Arrangements
Royalty Pharma Purchase and Sale Agreement

On June 30, 2022, the Company entered into a purchase and sale agreement (Royalty Purchase Agreement) with
Royalty Pharma. Pursuant to the Royalty Purchase Agreement, the Company received an upfront payment of $175.0
million in consideration for the Company’s rights to receive royalty payments on the net sales of GAVRETO worldwide
excluding the CStone Territory (as defined below) and U.S. territory under the terms of the Roche pralsetinib collaboration
agreement.

Although the Company sold all of the rights to receive royalties on the net sales of GAVRETO worldwide
excluding the CStone Territory and U.S. territory to Royalty Pharma, the Company continues to co-develop pralsetinib
with Roche globally and is therefore involved in the generation of these future royalties. Due to the Company’s significant
continuing involvement, the Company continues to account for any royalties and development and commercialization
milestones earned related to the underlying territory under the Roche pralsetinib collaboration agreement as collaboration
revenue on its consolidated statements of operations and comprehensive loss. Net proceeds from the transaction were
recorded as a liability related to sale of future royalties and revenues on the consolidated balance sheet. The Company
accretes the $175.0 million, net of transaction costs of $3.8 million, to the total of these royalties as interest expense using
the effective interest method over the estimated life of the arrangement. These estimates contain assumptions that impact
the amount recorded and the interest expense that will be recognized in future periods.

10
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As payments are made to Royalty Pharma, the balance of the liability will be effectively repaid over the life of the
Royalty Purchase Agreement. In order to determine the amortization of the liability, the Company estimates the total
amount of future royalty payments to be paid to Royalty Pharma over the life of the arrangement. The exact amount of
repayment is likely to change each reporting period. A significant increase or decrease in GAVRETO’s net revenue of the
underlying territory will impact interest expense and the liability related to this arrangement. The Company periodically
assesses the expected payments to Royalty Pharma and prospectively adjusts the amortization of the liability related to this
arrangement for material changes in such payments including the prospective impact around the uncertainty related to
GAVRETO’s commercial outlook in the underlying territory during the life of the arrangement.

In February 2023, the Company received written notice from Roche of their election to terminate for convenience
the Roche pralsetinib collaboration agreement. The termination will become effective February 2024, at which time the
Company will regain commercialization and development rights to GAVRETO from Roche worldwide excluding the
CStone Territory. As of September 30, 2023, none of the derecognition conditions under ASC 405 Liabilities were met, and
in consideration of the significant uncertainties related to GAVRETO’s commercial outlook in the underlying territory
during the life of the arrangement caused by the termination of the Roche pralsetinib collaboration agreement, during the
three and nine months ended September 30, 2023, the Company did not accrete any interest expenses related to the
liability. As of September 30, 2023, the net carrying value of the liability related to this arrangement was $175.3 million.

Pursuant to the Royalty Purchase Agreement, the Company is eligible to receive certain milestone payments
totaling up to $165.0 million, subject to the achievement of specified net sales milestones by Roche. However, following
the termination of the Roche pralsetinib collaboration agreement, if the specified net sales milestone thresholds under the
Royalty Purchase Agreement with Royalty Pharma are not otherwise met, the Company may no longer be eligible to
receive any of the contingent milestone payments under the Royalty Purchase Agreement. The potential milestone
payments will be added to the carrying value of the liability related to this arrangement when and if the milestones are
achieved and received.

Financing Arrangements with Sixth Street Partners

In July 2022, the Company closed two transactions pursuant to a purchase and sale agreement (Future Revenue
Purchase Agreement) and a financing transaction for up to $660.0 million (as amended, Financing Agreement) with Sixth
Street Partners. Because two transactions were entered into with the same parties and in contemplation of one another, the
Company recorded these transactions based on the relative fair values of each freestanding financial instrument and
allocated the proceeds in proportion to those fair value amounts.

Sixth Street Partners Purchase and Sale Agreement

Pursuant to the Future Revenue Purchase Agreement, the Company received gross proceeds of $250.0 million in
exchange for future royalty payments at a rate of 9.75% on up to $900 million each year of (i) aggregate worldwide annual
net product sales of AYVAKIT/AYVAKYT (avapritinib) and (ii), if it is approved, aggregate worldwide annual net product
sales of BLU-263 (elenestinib), but excluding sales in Greater China, subject to a camulative cap of 1.45 times the upfront
invested capital or a total of $362.5 million. In the event that certain revenue targets are not achieved by specified dates, the
royalty rate and cumulative cap shall be increased to 15% and 1.85 times the invested capital (or $462.5 million),
respectively.

The Company continues to own the research, development, manufacturing and commercialization of
AYVAKIT/AYVAKYT and if it is approved, elenestinib, and has significant continuing involvement in the generation of
the cash flows under the Future Revenue Purchase Agreement. Therefore, the Company continues to account for any
revenue earned from worldwide product sales of AYVAKIT/AYVAKYT and, if it is approved, elenestinib, on its
consolidated statements of operations and comprehensive loss. Net proceeds received from the transaction were recorded
as a liability related to sale of future royalties and revenues on the consolidated balance sheet. The Company accretes the
$250.0 million, net of transaction costs of $5.4 million, to the total of these future payments as interest expense using the
effective interest method over the estimated life of the arrangement.

As payments are made to Sixth Street Partners, the balance of the liability is effectively repaid over the life of the

Future Revenue Purchase Agreement. In order to determine the amortization of the liability, the Company estimates the
total amount of future revenue payments to be paid to Sixth Street Partners over the life of the arrangement. The
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exact amount of repayment is likely to change each reporting period. A significant increase or decrease in worldwide
product sales of AYVAKIT/AYVAKYT and, if it is approved, elenestinib, will materially impact the liability related to this
arrangement, interest expense and the time period for repayment. The Company periodically assesses the expected
payments to Sixth Street Partners and prospectively adjusts the amortization of the liability related to this arrangement for
material changes in such payments. As of September 30, 2023, the Company’s estimate of this total interest expense
resulted in an effective annual interest rate of 10.8%. These estimates contain assumptions that impact the amount recorded
and the interest expense that will be recognized in future periods.

As of September 30, 2023, the net carrying value of the liability related to this arrangement was $264.9 million.
The following table shows the activity within the liability account (in thousands):

Carrying value as of January 1, 2023 $ 254,328
Interest expense recognized 21,043
Payments (10,484)
Carrying value as of September 30, 2023 $ 264,887

Sixth Street Partners Term Loan

The Financing Agreement entered into by the parties in connection with the transaction provides for (i) a senior
secured term loan facility of up to $150.0 million and (ii) a senior secured delayed draw term loan facility of up to $250.0
million to be funded in two tranches at the Company’s choice subject to certain terms and conditions. The term loans will
mature on June 30, 2028 and bear interest at a variable rate equal to either the Secured Overnight Financing Rate (SOFR)
plus 6.50% or the base rate plus 5.50%, subject to a floor of 1% and 2% with respect to the SOFR and base rate,
respectively.

As part of the Financing Agreement with Sixth Street Partners, the Company received gross proceeds of $150.0
million in July 2022 and incurred an aggregate of $12.2 million of debt discounts and transaction costs. In August 2023,
the Company received the first tranche of the senior secured delayed draw term loan facility in the amount of $100.0
million in gross proceeds and incurred $2.0 million of transaction costs. Debt discounts and transaction costs have been
recorded as a reduction to the carrying amount of the debt on the Company’s consolidated balance sheet and are amortized
as additional interest expenses using the effective interest rate method over the period from issuance through maturity. In
addition, the Company may at any time request an incremental term loan in an amount not to exceed $260.0 million on
terms to be agreed and subject to the consent of Sixth Street Partners providing such incremental term loan. As of
September 30, 2023, the Company’s estimate of the total interest expense resulted in an effective annual interest rate of
13.3%. The carrying amount of the debt as of September 30, 2023 is subject to variable interest rates, which are based on
current market rates, and as such, approximates fair value.

The following table shows the activity within the liability account (in thousands):

Carrying value as of January 1, 2023 $ 139,083
Net proceeds received from the delayed draw term loan 97,968
Interest expense recognized 15,557
Payments (14,230)
Carrying value as of September 30, 2023 $ 238,378

The Company’s obligations under the Financing Agreement are secured, subject to certain exceptions, by security
interests in the substantially all of the Company’s assets and the Company’s certain subsidiaries. The Financing Agreement
contains customary negative covenants that, among other things and subject to certain exceptions, could restrict the
Company’s ability to incur additional liens, incur additional indebtedness, make investments, including acquisitions,
engage in fundamental changes, sell or dispose of assets that constitute collateral, including certain intellectual property,
pay dividends or make any distribution or payment on or redeem, retire or purchase any equity interests, amend, modify or
waive certain material agreements or organizational documents and make payments of certain subordinated indebtedness.
The Financing Agreement also requires the Company to maintain a consolidated liquidity of at least (i) $50.0 million
during the period commencing from the date on which the term loans are funded to the date which is the day before the
next term loans are funded and (ii) $80.0 million for each day thereafter. As of
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September 30, 2023, the Company was in compliance with the applicable terms and conditions of the covenants under the
Financing Arrangement.

4. Marketable Securities

Marketable securities consisted of the following at September 30, 2023 and December 31, 2022 (in thousands):

Amortized Unrealized Unrealized Fair
September 30, 2023 Cost Gain Losses Value
Marketable securities, available-for-sale:
U.S. government agency securities $ 201,990 — (1,127) $ 200,863
U.S. treasury obligations 571,588 7 (1,204) 570,391
Total $ 773,578 $ 7 % (2,331 $ 771,254
Amortized Unrealized Unrealized Fair
December 31, 2022 Cost Gain Losses Value
Marketable securities, available-for-sale:
U.S. government agency securities $ 377,519 — (4,848) $ 372,671
U.S. treasury obligations 591,193 22 (5,123) 586,092
Total $ 968,712  $ 22 % (9971) $ 958,763

The following table summarizes the estimated fair value (in thousands) and number of the Company’s available-
for-sale securities that are in loss position as of September 30, 2023 and December 31, 2022 by the length of time the
security has been in loss position:

September 30, 2023 December 31, 2022

Fair Number of Fair Number of

value securities value securities
Debt securities in unrealized loss position for 12 months or less $ 624,319 116 $ 371,746 66
Debt securities in unrealized loss position for more than 12 months 56,975 10 550,561 56
Total debt securities in unrealized loss position $ 681,294 126 $ 922,307 122

The Company has the intent and ability to hold its debt securities until recovery. As a result, the Company did not
record any charges for credit-related impairments for its marketable debt securities for the three and nine months ended
September 30, 2023 and 2022.

The following table summarizes the amortized cost basis and estimated fair value of the Company’s available-for-
sale securities by contractual maturity as of September 30, 2023 and December 31, 2022 (in thousands):

September 30, 2023 December 31, 2022
Amortized Fair Amortized Fair
Cost value Cost value
Within one year $ 658,760 $ 657,012 $ 834,440 $ 825,283
After one through five years 114,818 114,242 134,272 133,480
Total $ 773,578 $ 771,254 $ 968,712 $ 958,763
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The following table summarizes the proceeds from maturities of debt securities during the three and nine months
ended September 30, 2023 and 2022 (in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2023 2022 2023 2022
Proceeds from maturities of debt securities $ 237,600 $ 90,500 $ 855,365 $ 170,123

The Company did not realize any gains or losses from maturities of debt securities for the three and nine months
ended September 30, 2023 and 2022.

5. Fair Value of Financial Instruments

The following table summarizes the Company’s cash equivalents and marketable securities measured at fair value
on a recurring basis as of September 30, 2023 (in thousands):

Active Observable  Unobservable
September 30, Markets Inputs Inputs

Description 2023 (Level 1) (Level 2) (Level 3)
Cash equivalents:

Money market funds $ 47,510 47,510 — 3 —
Marketable securities, available-for-sale:

U.S. government agency securities 200,863 — 200,863 —

U.S. treasury obligations 570,391 570,391 — —
Total $ 818,764 $ 617,901 $ 200,863 $ —

The following table summarizes the Company’s cash equivalents and marketable securities measured at fair value
on a recurring basis as of December 31, 2022 (in thousands):

Active Observable  Unobservable
December 31, Markets Inputs Inputs

Description 2022 (Level 1) (Level 2) (Level 3)
Cash equivalents:

Money market funds $ 95198 $ 95,198 $ — 3 —

U.S. treasury obligations 4,989 4,989 — —
Marketable securities, available-for-sale:

U.S. government agency securities 372,671 — 372,671 —

U.S. treasury obligations 586,092 586,092 — —
Total $ 1,058,950 $ 686,279 $ 372,671 $ —

6. Product Revenue Reserves and Allowances

In January 2020, the U.S. Food and Drug Administration (FDA) approved AY VAKIT for the treatment of adults
with unresectable or metastatic gastrointestinal stromal tumor (GIST) harboring a PDGFRA exon 18 mutation, including
PDGFRA D842V mutations. In September 2020, the European Commission granted conditional marketing authorization to
AYVAKYT as a monotherapy for the treatment of adult patients with unresectable or metastatic GIST harboring the
PDGFRA D842V mutation. In June 2021, the FDA granted a subsequent approval for AY VAKIT, expanding the labeled
indications to include adult patients with advanced SM, including aggressive SM (ASM), SM with an associated
hematological neoplasm (SM-AHN) and mast cell leukemia (MCL). In March 2022, the European Commission expanded
the marketing authorization for AYVAKYT to include the treatment of adult patients with ASM, SM-AHN, or MCL, after
at least one systemic therapy. In May 2023, the FDA approved AY VAKIT for the treatment of adult patients with indolent
SM.
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The following table summarizes revenue recognized from product sales for the three and nine months ended
September 30, 2023 and 2022 (in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2023 2022 2023 2022
United States $ 49,121 $ 25,054 $ 118,355 $ 70,888
Rest of World 5,107 3,580 14,818 10,041
Total product revenue $ 54,228 $ 28,634 $ 133,173 $ 80,929

The Company primarily sells AYVAKIT/AYVAKYT through specialty distributors and specialty pharmacies. The
following table summarizes the customers that represent 10% or greater of gross product revenue for the three and nine
months ended September 30, 2023, and 2022 (in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2023 2022 2023 2022
Customer 1 42 % 45 % 42 % 46 %
Customer 2 11 % 10 % 11 % 11 %

The following table summarizes the customers with amounts due that represent 10% or greater of the accounts
receivable associated with the Company’s product sales as of September 30, 2023 and December 31, 2022 (in thousands):

September 30, December 31,

2023 2022
Customer 1 31 % 33 %
Customer 2 13 % 15 %
Customer 3 11 % -
Customer 4 * 12 %

* Indicates the customer’s share is under 10%.

The following table summarizes activity in each of the product revenue allowance and reserve categories for the
nine months ended September 30, 2023 and 2022 (in thousands):

Nine Months Ended September 30,

2023 2022
Beginning balance at January 1 $ 9,788 $ 4,345
Provision related to sales in the current period 25,874 13,606
Adjustment related to prior periods sales (545) (645)
Credits and payments made (17,469) (9,980)
Ending balance at September 30 $ 17,648 $ 7,326

The total reserves that are included in the Company’s unaudited condensed consolidated balance sheets as of
September 30, 2023 and December 31, 2022, are summarized as follows (in thousands):

September 30, December 31,
2023 2022
Reduction of accounts receivable, net $ 1,547 $ 742
Component of accrued expenses 16,101 9,046
Total revenue-related reserves $ 17,648 $ 9,788
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7. Inventory

Capitalized inventory consists of the following at September 30, 2023 and December 31, 2022 (in thousands):

September 30, December 31,

2023 2022
Raw materials $ 1,599 $ 4,967
Work in process 29,335 28,427
Finished goods 3,475 2,791
Total $ 34409 $ 36,185

Balance sheet classification
September 30, December 31,

2023 2022
Inventory $ 16,457 $ 29,697
Other assets 17,952 6,488
Total $ 34409 $ 36,185

Inventory amounts written down as a result of excess, obsolescence, unmarketability or other reasons are charged
to cost of sales. The Company recognized a write-down of $0.1 million and $2.2 million for the three and nine months
ended September 30, 2023, respectively. The Company did not recognize any write-down for the three and nine months
ended September 30, 2022. Long-term inventory, which primarily consists of work in process and raw materials, is
included in other assets in the unaudited condensed consolidated balance sheets.

8. Restricted Cash

At September 30, 2023 and December 31, 2022, $9.7 million and $5.2 million, respectively, of the Company’s
cash is restricted by a financial institution primarily related to funds held to satisfy the requirements of certain government
agreements and the security deposits for the lease agreements for the Company’s office and laboratory spaces.
9. Accrued Expenses

Accrued expenses consist of the following (in thousands):

September 30, December 31,

2023 2022
Research, development and commercial contract costs $ 38,699 $ 66,041
Employee compensation 34,517 30,744
Accrued professional fees 14,592 17,588
Revenue-related reserves 16,101 9,046
Other 6,527 7,704
Total $ 110436 $ 131,123

10. Collaboration and License Agreements

IDRx

In August 2022, the Company entered into a license agreement with IDRx, Inc. (IDRx), pursuant to which the
Company granted IDRx an exclusive, worldwide, royalty-bearing license to exploit the Company’s internally discovered
KIT exon 13 inhibitor IDRX-73 (IDRx License Agreement). IDRX is a clinical-stage biopharmaceutical company and
among IDRx’s founders are Alexis Borisy, George Demetri, M.D., and Nicholas Lydon, Ph.D., who were each members of
the Company’s board of directors at the time. Due to these relationships, the transaction with IDRXx is a related party
transaction.
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In connection with the IDRx License Agreement, the Company also entered into a stock purchase agreement with
IDRx (IDRx Stock Purchase Agreement), pursuant to which the Company received 4,509,105 shares of IDRx’s Series A
preferred stock with the right to receive additional shares of IDRx’s Series A preferred stock through an anti-dilution
provision subject to a defined financing cap. In July 2023, the Company received 192,282 additional shares under the anti-
dilution provision.

The Company is also eligible to receive up to $217.5 million in contingent cash payments, including specified
development, regulatory and sales-based milestone payments. In addition, IDRx is obligated to pay to the Company
royalties on aggregate annual worldwide net sales of licensed products at tiered percentage rates up to low-teens, subject to
adjustments in specified circumstances under the IDRx License Agreement.

Unless earlier terminated, the IDRx License Agreement will expire on a country-by-country, licensed product-by-
licensed product basis upon the latest of: (a) the expiration of the last valid claim within the licensed patents covering such
licensed product in a such country, (b) the expiration of the regulatory exclusivity period for such licensed product in such
country, or (c) the 10th anniversary of the first commercial sale of such licensed product in such country. Following the end
of the term for any such licensed product and in such region by expiration, the license granted to IDRx will become
exclusive, perpetual, irrevocable, fully paid-up and royalty-free. IDRx may terminate the IDRx License Agreement for
convenience at any time upon at least twelve months’ prior written notice to the Company. Either party may also terminate
the IDRx License Agreement for material breach of the other party or for insolvency, and the Company may terminate the
IDRx License Agreement for IDRx’s breach of the anti-dilution provision in the IDRx Stock Purchase Agreement. Upon
termination of the license agreement in its entirety, all rights and obligations under the license agreement will terminate and
revert back to the Company, and the Company has a license under certain intellectual property of IDRx to continue to
exploit the compound and terminated product, subject to a royalty that will be negotiated at the time of termination.

The Company considered the ASC 606 criteria for combining contracts and determined the IDRx License
Agreement and the IDRx Stock Purchase Agreement should be combined into a single contract because they were
negotiated and entered into in contemplation of one another. Therefore, the Company determined that the 4,509,105 shares
of IDRx’s Series A preferred stock and the anti-dilution right to receive additional shares should be attributed to the
transaction price of the IDRx License Agreement.

The Company evaluated the IDRx License Agreement under ASC 606. The Company identified the following
material promises under the agreement: (1) the exclusive license and (2) the initial know-how transfer. The Company
determined that the exclusive license and the initial know-how transfer were not distinct from each other, as the exclusive
license has limited value without the corresponding know-how transfer. As such, for the purposes of ASC 606, the
Company determined that these two material promises, the exclusive license and the initial know-how transfer, should be
combined into one distinct performance obligation. The Company concluded that the license is a functional intellectual
property license. The Company determined that IDRx benefited from the license along with the initial know-how transfer
at the time of grant, and therefore the related performance obligation is satisfied at a point in time.

For the purposes of ASC 606, the transaction price of the IDRx License Agreement at the contract inception was
determined to be $27.5 million and recorded as license revenue-related party on the consolidated statements of operations
and comprehensive loss during the year ended December 31, 2022. The fair value was derived from IDRx’s most recent
financing transaction with unrelated investors. All potential milestone payments that the Company is eligible to receive
under the IDRx License Agreement have been excluded from the transaction price. The Company reevaluates the
transaction price for inclusion of milestone payments and royalties at the end of each reporting period and as uncertain
events are resolved or other changes in circumstances occur, and if necessary, the Company adjusts its estimate of the
transaction price, and any addition to the transaction price would be recognized as revenue when it becomes probable that
inclusion would not lead to a significant revenue reversal. Additionally, the Company is entitled to sales milestones and
royalties from the sales of the licensed products, and revenue are recognized when the related sales occur.

The Company concluded the preferred stock investment should be accounted for as an equity investment as it is
not mandatorily redeemable nor does the Company have the unilateral right to redeem the preferred stock, and the
Company, along with its related parties, do not have a controlling financial interest in IDRx nor have the ability to
influence the financial and operating policies through the ownership of preferred stock. IDRx’s preferred stock is not
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exchange-traded and does not have a readily determinable fair value. Therefore, the Company accounts for the preferred
stock investment under the measurement alternative for equity investments that do not have a readily determinable fair
value, which is at cost of $27.8 million including transaction costs of $0.3 million. As of September 30, 2023, the cost of
the investment in IDRx’s preferred stock was $27.8 million and was recorded as equity investment on the condensed
consolidated balance sheets. As of September 30, 2023, no adjustments have been recognized related to the preferred stock
investment as a result of the application of the measurement alternative.

Proteovant

In February 2022, the Company entered into an exclusive collaboration agreement (the Proteovant collaboration
agreement) with Oncopia Therapeutics, Inc., d/b/a Proteovant Therapeutics, Inc. (Proteovant), to jointly research and
advance up to two novel protein degrader therapies into development candidates, as well as up to two additional novel
protein degrader target programs as may be mutually agreed to by the Company and Proteovant (each program is referred
to as a target program). On a target program-by-target program basis, the Company has an exclusive option to obtain a
worldwide, exclusive license to develop and commercialize any licensed compound and licensed product under each target
program. Proteovant has the right to opt into the global development and U.S. commercialization of certain licensed
compounds and licensed products under the second target program that the Company options, and if the parties add
additional target programs, Proteovant will have the same opt-in right for the fourth target program that the Company
options.

The Company paid Proteovant an upfront payment of $20.0 million in connection with the execution of the
agreement and Proteovant will be eligible to receive up to an additional $632.0 million in contingent milestone payments
including specified research, development, regulatory and commercialization milestones and tiered percentage royalties on
a licensed product-by-licensed product basis ranging from the mid- to high-single digits on net sales on the first two target
programs, subject to adjustment in specified circumstances. If Proteovant opts in to the second target program, the parties
will split profits and losses of that program equally in the U.S. along with development costs and the milestone payments
for the program will be reduced accordingly. Proteovant will be eligible to receive milestone payments and royalties on ex-
U.S. sales. In addition, the parties may jointly extend the collaboration, with the same structure and financial terms, to two
additional program targets through additional funding by the Company.

The Company concluded that Proteovant is providing the Company with research services throughout the period
until the Company can exercise its option to obtain a worldwide, exclusive license to develop and commercialize any
licensed compound. Therefore, the Company recorded the $20.0 million upfront payment as an asset on the unaudited
condensed consolidated financial statements and records it as research and development expense over the expected
research period. The Company reevaluates the expected research period at the end of each reporting period and
prospectively adjusts the amortization of the asset for changes in the expected research period. Each research and
development milestone payment is accrued and expensed when probable. During the three and nine months ended
September 30, 2023, the Company recorded research and development expense of $0.6 million and $6.2 million,
respectively, under the Proteovant collaboration agreement. During the three and nine months ended September 30, 2022,
the Company recorded research and development expense of $1.4 million and $2.9 million, respectively, under the
Proteovant collaboration agreement.

Zai Lab

In November 2021, the Company entered into a collaboration (the Zai Lab agreement) with Zai Lab (Shanghai)
Co., Ltd., (Zai Lab) to develop and commercialize certain licensed products for the treatment of EGFR-driven non-small
cell lung cancer in Greater China, including Mainland China, Hong Kong, Macau and Taiwan (collectively, the Zai Lab
Territory). The collaboration aims to accelerate and expand global development of the licensed products, which currently
include BLU-945 and BLU-525 (which served as a back-up candidate for BLU-701). The Company retains exclusive
rights to the licensed products outside the Zai Lab Territory.

Under the Zai Lab agreement, the Company received an upfront cash payment of $25.0 million and, in addition to
the upfront payment received, the Company is eligible to receive up to $590.0 million in contingent payments, including
specified development, regulatory and sales-based milestones and tiered percentage royalties on a licensed product-by-
licensed product basis ranging from the low-teens to mid-teens on annual net sales of each licensed product in the Zai Lab
Territory, subject to adjustment in specified circumstances. Zai Lab is responsible for costs related to
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clinical trials in the Zai Lab Territory, other than the specified shared services costs as defined in the Zai Lab agreement
which are shared by the Company and Zai Lab.

Pursuant to the terms of the Zai Lab agreement, Zai Lab is responsible for conducting all development and
commercialization activities in the Zai Lab Territory related to the licensed drug candidates. In addition, under the Zai Lab
agreement, each party has granted the other party specified intellectual property licenses to enable the other party to
perform its obligations and exercise its rights under the Zai Lab agreement, including license grants to enable each party to
conduct research, development and commercialization activities pursuant to the terms of the Zai Lab agreement.

The Zai Lab agreement will continue on a licensed product-by-product and region-by-region basis until the later
of (i) the 12th anniversary of the date of the first commercial sale of a licensed product in the Zai Lab Territory, (ii) the date
of expiration of the last valid patent claim related to the Company’s patent rights of the product in the Zai Lab Territory,
and (iii) the expiration of the last regulatory exclusivity for that product in a region in the Zai Lab Territory. Zai Lab may
terminate the agreement for convenience by giving a written notice after the second anniversary of the effective date (a) at
least 12 months after the date of notice, in the event such notice is given after the first commercial sale of a licensed
product in the Zai Lab Territory or (b) at least nine months after the date of such notice, in the event such notice is given
prior to the first commercial sale of the first licensed product in the Zai Lab Territory. Either party may terminate the Zai
Lab agreement for the other party’s uncured material breach or insolvency. Upon termination, all licenses and all other
rights granted by the Company to Zai Lab will terminate. Each party will retain its joint ownership interests in any joint
collaboration technology.

The Company evaluated the Zai Lab agreement to determine whether it is a collaborative arrangement in the
scope of ASC 808. The Company concluded that the Zai Lab agreement is a collaborative agreement under ASC 808 as
both parties are active participants in the clinical trials and are exposed to significant risks and rewards of those activities
under the Zai Lab agreement. The Company determined that the Zai Lab agreement contained two material components: (i)
licenses granted to Zai Lab to exploit and develop each licensed product in the Zai Lab Territory and related activities in
the Zai Lab Territory, including manufacturing, and (ii) the parties’ participation in the global development of the licensed
products. The Company used the criteria specified in ASC 606 to determine which of the components of the Zai Lab
agreement are performance obligations with a customer and concluded that Zai Lab is the Company’s customer for the
licenses and related activities in the Zai Lab Territory under ASC 606. The global development activities under the
agreement does not present a transaction with a customer and the payments received by the Company for global
development activities, including manufacturing, are accounted for as a reduction of related expenses. During the three and
nine months ended September 30, 2023, the Company did not record such reductions of expenses under the Zai Lab
agreement. During the three and nine months ended September 30, 2022, the Company recorded $0.2 million and $0.5
million, respectively, in reductions of expenses under the Zai Lab agreement.

The Company evaluated the Zai Lab Territory specific licenses and related activities under ASC 606 as these
transactions are considered transactions with a customer and identified three material promises at the outset of the Zai Lab
agreement, which consists of the following for each licensed product: (1) the exclusive license, (2) the initial know-how
transfer and (3) manufacturing activities related to development and commercial supply of the licensed product in the Zai
Lab Territory. The Company determined that the exclusive license and the initial know-how transfer were not distinct from
each other, as the exclusive license has limited value without the corresponding know-how transfer. As such, for the
purposes of ASC 606, the Company determined that these two material promises, the exclusive license and the initial
know-how, should be combined into one distinct performance obligation. The Company further evaluated the material
promise associated with manufacturing activities related to development and commercial supply of the licensed products in
the Zai Lab Territory, given Zai Lab is not obligated to purchase any minimum amount or quantities of the development
and commercial supply from the Company, the Company concluded that, for the purpose of ASC 606, the provision of
manufacturing activities related to development and commercial supply of the licensed product in Zai Lab Territory was an
option but not a performance obligation of the Company at the inception of the Zai Lab collaboration agreement and will
be accounted for if and when exercised. The Company also concluded that there is no separate material right in connection
with the development and commercial supply of the licensed product, as the expected pricing was not issued at a
significant and incremental discount. Therefore, the manufacturing activities were excluded as performance obligation at
the outset of the arrangement.

The Company evaluated the license under ASC 606 and concluded that the license is a functional intellectual
property license. The Company determined that Zai Lab benefited from the license along with the initial know-how
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transfer at the time of grant, and therefore the related performance obligation is satisfied at a point in time. Additionally, the
Company is entitled to sales milestones and royalties from Zai Lab upon future sales of the licensed products in the Zai
Lab Territory, and revenue will be recognized when the related sales occur. Costs that are incurred associated with Zai Lab
Territory specific activities are reimbursable from Zai Lab and are recognized as revenue. The revenue recognized under
the Zai Lab agreement during the three and nine months ended September 30, 2023 was negligible. During the three and
nine months ended September 30, 2022, the Company recorded $0.2 million and $0.8 million, respectively, in revenue
related to Zai Lab Territory specific activities.

For the purposes of ASC 606, the transaction price of the Zai Lab agreement at the outset of the arrangement was
determined to be $25.0 million, which consisted of the upfront cash payment. The other potential milestone payments that
the Company is eligible to receive were excluded from the transaction price, as all milestone amounts were fully
constrained based on the probability of achievement. The Company satisfied the performance obligation upon delivery of
the licenses and initial know-how transfer, and recognized the upfront payment of $25.0 million as revenue in 2021.

The Company reevaluates the transaction price at the end of each reporting period and as uncertain events are
resolved or other changes in circumstances occur, and if necessary, the Company adjusts its estimate of the transaction
price, and any addition to the transaction price would be recognized as revenue when it becomes probable that inclusion
would not lead to a significant revenue reversal.

Roche — Pralsetinib Collaboration

In July 2020, the Company entered into a collaboration agreement (the Roche pralsetinib collaboration agreement)
with F. Hoffmann-La Roche Ltd and Genentech, Inc., a member of the Roche Group (collectively, Roche), pursuant to
which the Company granted Roche exclusive rights to develop and commercialize the Company’s drug candidate
pralsetinib worldwide, excluding the CStone Territory (as defined below), and a co-exclusive license in the U.S. to develop
and commercialize pralsetinib.

Under the Roche pralsetinib collaboration agreement, the Company received an upfront cash payment of $675.0
million, and through September 30, 2023, the Company received an aggregate of $105.0 million in specified regulatory and
commercialization milestones. In February 2023, the Company received written notice from Roche of their election to
terminate for convenience the Roche pralsetinib collaboration agreement. The termination will become effective in
February 2024, at which time the Company will regain commercialization and development rights to GAVRETO from
Roche worldwide excluding the CStone Territory. Until the termination of the collaboration agreement is effective, the
parties continue to perform their respective obligations under the collaboration agreement, including with respect to the
development and commercialization of GAVRETO. The Company will not be entitled to receive payment for milestones, if
any, achieved during the period between the receipt of the notice of termination and the effective date of termination. The
termination of the collaboration agreement does not have an impact on the Company’s current accounting treatment related
to the Roche pralsetinib collaboration.

In the U.S., the Company and Roche agreed to work together to co-commercialize pralsetinib and equally share
responsibilities, profits and losses. In addition, the Company is eligible to receive tiered royalties ranging from high-teens
to mid-twenties on annual net sales of pralsetinib outside the U.S., excluding Greater China (the Roche Territory). The
Company and Roche also agreed to co-develop pralsetinib globally in RET-altered solid tumors, including non-small cell
lung cancer, medullary thyroid carcinoma and other thyroid cancers, as well as other solid tumors. The Company and
Roche share global development costs for pralsetinib at a rate of 45 percent for the Company and 55 percent for Roche up
to a specified amount of aggregate joint development costs, after which the Company’s share of global development costs
for pralsetinib will be reduced by a specified percentage. The Company and Roche will also share specified global
development costs for any next-generation RET compound co-developed under the collaboration in a similar manner.

In connection with the Roche collaboration agreement, on July 13, 2020, the Company also entered into a stock
purchase agreement with Roche Holdings, Inc. (Roche Holdings) pursuant to which the Company issued and sold an
aggregate of 1,035,519 shares of common stock to Roche Holdings at a purchase price of $96.57 per share and received an
aggregate of $100.0 million in the third quarter of 2020. The closing for a minority portion of the equity investment
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occurred following the expiration of the waiting period under the Hart-Scott-Rodino Antitrust Improvements Act of 1976,
as amended, and other customary closing conditions.

The Company considered the ASC 606 criteria for combining contracts and determined that the Roche pralsetinib
collaboration agreement and stock purchase agreement should be combined into a single contract because they were
negotiated and entered into in contemplation of one another. The Company accounted for the common stock issued to
Roche Holdings based on the fair market value of the common stock on the dates of issuance. The fair market value of the
common stock issued to Roche Holdings was $79.3 million, based on the closing price of the Company’s common stock on
the dates of issuance, resulting in a $20.7 million premium. The Company determined that the premium paid by Roche
Holdings for the common stock should be attributed to the transaction price of the Roche pralsetinib collaboration
agreement.

The Company determined that the Roche pralsetinib collaboration agreement contained four material components:
(i) licenses granted to Roche to develop and commercialize pralsetinib worldwide, excluding the CStone Territory
(pralsetinib license); (ii) the Roche Territory-specific commercialization activities for pralsetinib, including manufacturing
(Roche Territory activities); (iii) the parties’ joint development activities for pralsetinib worldwide, excluding the CStone
Territory; and (iv) the parties’ joint commercialization activities for pralsetinib in the U.S. The Company considered the
guidance in ASC 606 to determine which of the components of the Roche pralsetinib collaboration agreement are
performance obligations with a customer and concluded that the pralsetinib license and the Roche Territory activities are
within the scope of ASC 606 because Roche is the Company’s customer in those transactions.

The Company evaluated the Roche pralsetinib license under ASC 606 and concluded that the pralsetinib license is
a functional intellectual property license and is a distinct performance obligation. The Company determined that Roche
benefited from the pralsetinib license at the time of grant, and therefore the related performance obligation is satisfied at a
point in time.

The Company evaluated the Roche Territory activities under ASC 606 and identified one material promise
associated with manufacturing activities related to development and commercial supply of pralsetinib in the Roche
Territory for up to 24 months. Given that Roche is not obligated to purchase any minimum amount or quantities of the
development and commercial supply from the Company, the Company concluded that, for the purpose of ASC 606, the
provision of manufacturing activities related to development and commercial supply of pralsetinib in Roche Territory was
an option but not a performance obligation of the Company at the inception of the Roche collaboration agreement and is
accounted for if and when exercised. The Company also concluded that there is no separate material right in connection
with the development and commercial supply of pralsetinib, as the expected pricing was not issued at a significant and
incremental discount. Therefore, the manufacturing activities were excluded as performance obligations at the outset of the
arrangement. Additionally, the Company is entitled to sales milestones and royalties from Roche upon future sales of
pralsetinib in the Roche Territory, and the revenue is recognized when the related sales occur. Costs that are incurred
associated with the Roche Territory activities are reimbursable from Roche and are recognized as revenue.

For the purposes of ASC 606, the transaction price of the Roche collaboration agreement at the outset of the
arrangement was determined to be $695.7 million, which consisted of the upfront cash payment of $675.0 million and the
$20.7 million premium on the sale of common stock to Roche Holdings, which was allocated to the performance obligation
related to the pralsetinib licenses. Through September 30, 2023, the Company has achieved an aggregate of $105.0 million
in specified regulatory and commercialization milestones which were added to the estimated transaction price of the Roche
pralsetinib agreement.
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The following table summarizes revenue recognized under the Roche pralsetinib collaboration during the three
and nine months ended September 30, 2023 and 2022 (in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2023 2022 2023 2022
Manufacturing and research and development services related to
ex-US territory-specific activities $ 213 ' $ 3971 $ 570 $ 4,663
Royalty revenue 300 311 1,102 910
Total Roche pralsetinib collaboration revenue $ 513 $ 4282 $ 1672 $ 5,573

For the parties’ participation in global development for pralsetinib and the U.S. commercialization activities for
GAVRETO, the Company concluded that those activities and cost-sharing payments related to such activities are within the
scope of ASC 808, as both parties are active participants in the development, manufacturing and commercialization
activities and are exposed to significant risks and rewards of those activities under the Roche pralsetinib collaboration
agreement. Payments to or reimbursements from Roche related to the global development activities are accounted for as an
increase to or reduction of research and development expenses.

In September 2020, the FDA granted accelerated approval of GAVRETO for the treatment of adult patients with
metastatic RET fusion-positive non-small cell lung cancer (NSCLC) as detected by an FDA approved test. In December
2020, the FDA granted a subsequent accelerated approval for GAVRETO, expanding the labeled indications to include
adult and pediatric patients 12 years of age and older with advanced or metastatic RET-mutant medullary thyroid cancer
(MTC) who require systemic therapy (which indication was subsequently voluntarily withdrawn by Roche in June 2023,
followed by the official FDA withdrawal on July 20, 2023), or with advanced or metastatic RET fusion-positive thyroid
cancer who require systemic therapy and who are radioactive iodine-refractory (if radioactive iodine is appropriate). In
August 2023, the FDA converted the accelerated approval of GAVRETO to full regular approval for the treatment of adult
patients with metastatic RET fusion-positive NSCLC.

Prior to July 1, 2021, the Company was the principal for product sales to customers in the U.S. and recognized
revenues on sales to third parties in product revenue, net in its consolidated statements of operations and comprehensive
loss. On July 1, 2021, Roche took over certain responsibilities associated with product sales to customers, pricing and
distribution matters for GAVRETO in the U.S. and became the principal for recording product sales to customers in the
U.S., and the Company recognized its portion of the commercial losses sharing as collaboration loss sharing in its
consolidated statements of operations and comprehensive loss.

The following table summarizes the amount recognized from loss sharing from product sales of GAVRETO to
customers in the U.S. during the three and nine months ended September 30, 2023 and 2022 (in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2023 2022 2023 2022
The Company's share of loss in the U.S. for pralsetinib $ 1,771 $ 1665 $ 4301 $ 7,076

The following table summarizes the amounts recognized as reductions to selling, general and administrative
expenses related to the commercialization of GAVRETO in the U.S. and increases in research and development expenses
related to global development activities for pralsetinib under the Roche pralsetinib collaboration during the three and nine
months ended September 30, 2023 and 2022 (in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2023 2022 2023 2022
Reductions to selling, general and administrative expenses $ 3,063 $ 3560 $ 8,618 $ 12,808
Increases in research and development expenses $ 7603 $ 6111 $ 21,226 $ 9,815
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The following table summarizes the contract assets and liability associated with the Roche pralsetinib
collaboration as of September 30, 2023 and December 31, 2022 (in thousands):

September 30, December 31,
2023 2022
Unbilled accounts receivable $ 304 $ —
Accrued expenses $ 6,221 $ 6,519

Although the Company sold its right to receive royalty payments from Roche’s sales of GAVRETO in Roche
Territory to Royalty Pharma in June 2022, given the Company’s significant continuing involvement in the generation of
future royalties, the Company continues to account for any royalties earned related to the Roche Territory activities under
the Roche pralsetinib collaboration agreement as collaboration revenue on its consolidated statements of operations and
comprehensive loss. For additional information, see Note 3 — Financing Arrangements.

Clementia

In October 2019, the Company entered into a license agreement (the Clementia agreement) with Clementia
Pharmaceuticals, Inc. (Clementia), a wholly-owned subsidiary of Ipsen S.A. Under the Clementia agreement, the Company
granted an exclusive, worldwide, royalty-bearing license to Clementia to develop and commercialize BLU-782, the
Company’s oral, highly selective investigational ALK2 inhibitor in Phase 1 clinical development for the treatment of
fibrodysplasia ossificans progressiva (FOP), as well as specified other compounds related to the BLU-782 program.

Under the Clementia agreement, the Company received an upfront cash payment of $25.0 million and through
September 30, 2023, the Company has received an aggregate of $50.0 million in cash milestone payments. Subject to the
terms of the Clementia agreement, in addition to the upfront and milestone payments received through September 30, 2023,
the Company is eligible to receive up to $460.0 million in contingent payments, including specified development,
regulatory and sales-based milestones for licensed products. In addition, Clementia is obligated to pay to the Company
royalties on aggregate annual worldwide net sales of licensed products at tiered percentage rates ranging from the low- to
mid-teens, subject to adjustment in specified circumstances under the Clementia agreement, and Clementia purchased
specified manufacturing inventory from the Company for a total of $1.5 million.

Unless earlier terminated in accordance with the terms of the Clementia agreement, the agreement will expire on a
country-by-country, licensed product-by-licensed product basis on the date when no royalty payments are or will become
due. Clementia may terminate the agreement at any time upon at least 12 months’ prior written notice to the Company.
Either party may terminate the agreement for the other party’s uncured material breach or insolvency and in certain other
circumstances agreed to by the parties. In certain termination circumstances, the Company is entitled to retain specified
licenses to be able to continue to exploit the Clementia licensed products.

The Company evaluated the Clementia agreement under ASC 606, as the agreement represented a transaction
with a customer. The Company identified the following material promises under the agreement: (1) the exclusive license to
develop, manufacture and commercialize BLU-782; (2) the technology transfer of BLU-782 program; (3) the transfer of
existing manufacturing inventory; and (4) the transfer of in-process manufacturing inventory. In addition, the Company
determined that the exclusive license and technology transfer were not distinct from each other, as the exclusive license has
limited value without the corresponding technology transfer. As such, for the purposes of ASC 606, the Company
determined that these four material promises, described above, should be combined into three performance obligations: (1)
the exclusive license and the technology transfer; (2) the transfer of existing manufacturing inventory; and (3) the transfer
of in-process manufacturing inventory.

The Company determined that the transaction price at the outset of the arrangement was $46.5 million, which was
allocated to the three performance obligations on a relative stand-alone selling price basis, and was recognized as revenue
during 2019 and 2020.

During the three and nine months ended September 30, 2023, and during the three months ended September 30,

2022, no revenue was recognized from the Clementia collaboration. During the nine months ended September 30, 2022,
cash consideration associated with an achieved development milestone of $30.0 million was added to the estimated
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transaction price for the Clementia agreement and recognized as revenue. The other potential milestone payments that the
Company is eligible to receive were excluded from the transaction price, as the amounts were fully constrained based on
the probability of achievement. The Company reevaluates the transaction price at the end of each reporting period and as
uncertain events are resolved or other changes in circumstances occur, and if necessary, the Company adjusts its estimate of
the transaction price, and any addition to the transaction price would be recognized as revenue when it becomes probable
that inclusion would not lead to a significant revenue reversal.

There was no revenue deferred as a contract liability associated with the Clementia agreement as of September 30,
2023 and December 31, 2022.

CStone Pharmaceuticals

In June 2018, the Company entered into a collaboration and license agreement (the CStone agreement) with
CStone Pharmaceuticals (CStone) pursuant to which the Company granted CStone exclusive rights to develop and
commercialize the Company’s drug candidates avapritinib, pralsetinib and fisogatinib, including back-up forms and certain
other forms thereof, in Mainland China, Hong Kong, Macau and Taiwan (each, a CStone region and collectively, the
CStone Territory), either as a monotherapy or as part of a combination therapy.

The Company received an upfront cash payment of $40.0 million, and through September 30, 2023, the Company
has achieved an aggregate of $38.5 million in milestones under this collaboration. Subject to the terms of the CStone
agreement, in addition to the upfront payments received and milestones achieved through September 30, 2023, the
Company will be eligible to receive up to $307.5 million in contingent payments, including specified development,
regulatory and sales-based milestones for licensed products. In addition, CStone is obligated to pay the Company tiered
percentage royalties on a licensed product-by-licensed product basis ranging from the mid-teens to low twenties on annual
net sales of each licensed product in the CStone Territory, subject to adjustment in specified circumstances. CStone is
responsible for costs related to the development of the licensed products in the CStone Territory, other than specified costs
related to the development of fisogatinib as a combination therapy in the CStone Territory that are shared by the Company
and CStone.

Pursuant to the terms of the CStone agreement, CStone is responsible for conducting all development and
commercialization activities in the CStone Territory related to the licensed products. Subject to specified exceptions, during
the term of the CStone agreement, each party has agreed that neither it nor its affiliates will conduct specified development
and commercialization activities in the CStone Territory related to selective inhibitors of FGFR4, KIT, PDGFRA and RET.
In addition, under the CStone agreement, each party has granted the other party specified intellectual property licenses to
enable the other party to perform its obligations and exercise its rights under the CStone agreement, including license
grants to enable each party to conduct research, development and commercialization activities pursuant to the terms of the
CStone agreement.

The CStone agreement will continue on a licensed product-by-licensed product and CStone region-by-CStone
region basis until the later of (i) 12 years after the first commercial sale of a licensed product in a CStone region in the
CStone Territory and (ii) the date of expiration of the last valid patent claim related to the Company’s patent rights or any
joint collaboration patent rights for the licensed product that covers the composition of matter, method of use or method of
manufacturing such licensed product in such region. Subject to the terms of the CStone agreement, CStone may terminate
the CStone agreement in its entirety or with respect to one or more licensed products for convenience by providing written
notice to the Company, and CStone may terminate the CStone agreement with respect to a licensed product for
convenience at any time by providing written notice to the Company following the occurrence of specified events. In
addition, the Company may terminate the CStone agreement under specified circumstances if CStone or certain other
parties challenges the Company’s patent rights or any joint collaboration patent rights or if CStone or its affiliates do not
conduct any material development or commercialization activities with respect to one or more licensed products for a
specified period of time, subject to specified exceptions. Either party may terminate the CStone agreement for the other
party’s uncured material breach or insolvency. In certain termination circumstances, the parties are entitled to retain
specified licenses to be able to continue to exploit the licensed products, and in the event of termination by CStone for the
Company’s uncured material breach, the Company will be obligated to pay CStone a low single digit percentage royalty on
a licensed product-by-licensed product basis on annual net sales of such licensed product in the CStone Territory, subject to
a cap and other specified exceptions.
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The Company evaluated the CStone agreement to determine whether it is a collaborative arrangement for
purposes of ASC 808. The Company determined that there were two material components of the CStone agreement: (i) the
CStone Territory-specific license and related activities in the CStone Territory, and (ii) the parties’ participation in global
development of the licensed products. The Company concluded that the CStone Territory-specific license and related
activities in the CStone Territory are not within the scope of ASC 808 because the Company is not exposed to significant
risks and rewards. The Company concluded that CStone is a customer with regard to the component that includes the
CStone Territory-specific license and related activities in CStone Territory, which include manufacturing. For the parties’
participation in global development of the licensed products, the Company concluded that the research and development
activities and cost-sharing payments related to such activities are within the scope of ASC 808 as both parties are active
participants exposed to the risk of the activities under the CStone agreement. The Company concluded that CStone is not a
customer with regard to the global development component in the context of the CStone agreement. Therefore, net
payments received by the Company for global development activities under the CStone agreement, including
manufacturing, are accounted for as a reduction of related expenses.

The Company did not have significant manufacturing and research and development services related to the global
development activities during the three and nine months ended September 30, 2023. During the three and nine months
ended September 30, 2022, the Company recognized a reduction of $0.5 million and $1.6 million, respectively, in expenses
related to manufacturing and research and development activities, net of expenses payable to CStone.

The Company evaluated the CStone Territory-specific license and related activities in the CStone Territory under
ASC 606, as these transactions are considered transactions with a customer. The Company identified the following material
promises under the arrangement: (1) the three exclusive licenses granted in the CStone Territory to develop, manufacture
and commercialize the three licensed products; (2) the initial know-how transfer for each licensed product; (3)
manufacturing activities related to development and commercial supply of the licensed products; (4) participation in the
joint steering committee (JSC) and joint project teams (JPT); (5) regulatory responsibilities; and (6) manufacturing
technology and continuing know-how transfers. The Company determined that each licensed product is distinct from the
other licensed products. In addition, the Company determined that the exclusive licenses and initial know-how transfers for
each licensed product were not distinct from each other, as each exclusive license has limited value without the
corresponding initial know-how transfer. For purposes of ASC 606, the Company determined that participation on the JSC
and JPTs, the regulatory responsibilities and the manufacturing technology and continuing know-how transfers are
qualitatively and quantitatively immaterial in the context of the CStone agreement and therefore are excluded from
performance obligations. As such, the Company determined that these six material promises, described above, should be
combined into one performance obligation for each of the three candidates.

The Company evaluated the provision of manufacturing activities related to development and commercial supply
of the licensed products as an option for purposes of ASC 606 to determine whether these manufacturing activities provide
CStone with any material rights. The Company concluded that the manufacturing activities were not issued at a significant
and incremental discount, and therefore do not provide CStone with any material rights. As such, the manufacturing
activities are excluded as performance obligations at the outset of the arrangement.

Based on these assessments, the Company identified three distinct performance obligations at the outset of the
CStone agreement, which consists of the following for each licensed product: (1) the exclusive license and (2) the initial
know-how transfer.

Under the CStone agreement, in order to evaluate the transaction price for purposes of ASC 606, the Company
determined that the upfront amount of $40.0 million constituted the entirety of the consideration to be included in the
transaction price at the outset of the arrangement, which was allocated to the three performance obligations. The potential
milestone payments that the Company is eligible to receive were excluded from the transaction price, as all milestone
amounts were fully constrained based on the probability of achievement. The Company satisfied the performance
obligations upon delivery of the licenses, initial know-how transfers and product trademark and recognized the upfront
payment of $40.0 million as revenue in 2018.

The Company did not achieve any milestones under the CStone agreement during the three months ended
September 30, 2023 and 2022. During the nine months ended September 30, 2023 and 2022, cash considerations associated
with the achieved regulatory milestones of $9.0 million and $4.0 million, respectively, were added to the estimated
transaction price for the CStone agreement and recognized as revenue. The Company reevaluates the
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transaction price at the end of each reporting period and as uncertain events are resolved or other changes in circumstances
occur, and if necessary, the Company adjusts its estimate of the transaction price, and any addition to the transaction price
would be recognized as revenue when it becomes probable that inclusion would not lead to a significant revenue reversal.

Subsequent to the CStone agreement, the Company entered into various commercial supply and manufacturing
technology transfer agreements for avapritinib and pralsetinib related to supply of drug substance and commercialization
activities conducted specifically for the CStone Territory. The manufacturing activities in these agreements were
considered as distinct performance obligations from the CStone collaboration agreement and collaboration revenue is
recognized upon delivery of the drug substance and drug product to CStone.

A summary of revenue recognized under the CStone agreement during the three and nine months ended
September 30, 2023 and 2022 is as follows (in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2023 2022 2023 2022
License milestone revenue $ — — $ 9,000 $ 4,000
Manufacturing services and royalty revenue related to CStone Territory-
specific activities 1,820 2,915 7,861 14,209
Total CStone collaboration revenue $ 1,820 $ 2915 $ 16,861 $ 18,209

The following table presents the contract assets and contract liability associated with the CStone collaboration as
of September 30, 2023 and December 31, 2022 (in thousands):

September 30, December 31,

2023 2022
Accounts receivable, net $ 5338 $ 4,991
Unbilled accounts receivable 83 1,529
Contract liability 3,010 2,265

The contract liability associated with the CStone collaboration as of September 30, 2023 and December 31, 2022
resulted primarily from advance payments made by CStone in connection with commercial supply of pralsetinib for the
CStone Territory.

Roche — Immunotherapy Collaboration

In March 2016, the Company entered into a collaboration and license agreement (as amended, the Roche
immunotherapy agreement) with F. Hoffmann-La Roche Ltd and Hoffmann-La Roche Inc. (collectively, Roche) for the
discovery, development and commercialization of small molecule therapeutics targeting kinases believed to be important in
cancer immunotherapy, as single products or possibly in combination with other therapeutics.

Under the Roche immunotherapy agreement, Roche was originally granted up to five option rights to obtain an
exclusive license to exploit products derived from the collaboration programs in the field of cancer immunotherapy. Four
of the five development programs were ended in prior reporting periods and on April 30, 2023, the Company and Roche
entered into a mutual termination agreement to terminate the Roche immunotherapy agreement, and licenses granted by the
Company to Roche related to MAP4K1 (BLU-852) terminated in their entirety. Certain licenses granted by Roche to the
Company survived and became exclusive, worldwide, perpetual, royalty-free and irrevocable. The Company retained
ownership of the collaboration compounds directed to MAP4K1 and all of the other previously terminated kinase targets
developed under the collaboration.

The Roche immunotherapy agreement represented a vendor-customer relationship under ASC 606 as the
Company performed its one performance obligation at the outset of the Roche immunotherapy agreement, which consists
of: (1) the non-exclusive license; (2) the research and development activities through Phase 1; and (3) regulatory
responsibilities under Phase 1 clinical trials.
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The aggregate net transaction price of the Roche immunotherapy agreement was $64.7 million, which comprised
of an upfront payment of $45.0 million, an aggregate of $25.0 million in research milestones achieved under the
collaboration, and a reduction of $5.3 million as a result of the Company’s payment to Roche for certain clinical
development costs. This payment resulted from a cost sharing under the clinical development plan for IND-enabling
activities for BLU-852, which the Company and Roche endorsed in 2022.

The Company recognized revenue associated with the performance obligation as the research and development
services were provided using an input method, according to the costs incurred as related to the research and development
activities on each program and the costs expected to be incurred in the future to satisfy the performance obligation for each
respective period. The amounts received that had not yet been recognized as revenue were deferred as a contract liability
on the Company’s consolidated balance sheet and recognized over the remaining research and development period until the
performance obligation was satisfied. The performance obligation was completely satisfied as of June 30, 2023.

During the three months ended September 30, 2023, the Company did not record any revenue under the Roche
immunotherapy agreement. During the nine months ended September 30, 2023, the Company recognized research and
development services revenue of $25.7 million under the Roche immunotherapy agreement, of which $16.0 million
resulted from changes in contract liability balances as of December 31, 2022 and $9.7 million resulted from the catch-up
revenue recognized as a result of the collaboration termination effective in April 2023. The collaboration agreement
termination caused the reduction in the estimated lifetime cost to satisfy the Company’s performance obligation under the
Roche immunotherapy collaboration and the estimated cost to be shared with Roche for the IND-enabling activities for
BLU-852, and consequently, increased the transaction price and the percentage of completion of revenue to be recognized
under the collaboration agreement.

During the three and nine months ended September 30, 2022, the Company recognized $2.5 million and $1.7
million in revenue under the Roche immunotherapy agreement, respectively, of which, $1.4 million and $3.8 million was
recognized due to the changes in the contract liability balances at the beginning of the respective periods, respectively.

As of September 30, 2023, the Company did not have any liabilities related to the Roche immunotherapy
collaboration. As of December 31, 2022, the Company had revenue deferred as a contract liability related to the Roche
immunotherapy agreement of $16.0 million, of which $2.4 million was included in current liabilities, and accrued expenses
of $11.2 million, of which $4.0 million was included in current liabilities.

11. Stock-based Compensation
2015 Stock Option and Incentive Plan

In 2015, the Company’s board of directors and stockholders approved the 2015 Stock Option and Incentive Plan
(the 2015 Plan), which replaced the Company’s 2011 Stock Option and Grant Plan, as amended (the 2011 Plan). The 2015
Plan includes incentive stock options, nonstatutory stock options, stock appreciation rights, restricted stock, restricted stock
units, performance-based restricted stock units, unrestricted stock, performance-based awards and cash-based awards. The
Company initially reserved a total of 1,460,084 shares of common stock for the issuance of awards under the 2015 Plan.
The 2015 Plan provides that the number of shares reserved and available for issuance under the 2015 Plan will be
cumulatively increased on January 1 of each calendar year by 4% of the number of shares of common stock issued and
outstanding on the immediately preceding December 31 or such lesser amount as specified by the compensation committee
of the board of directors. For the calendar year beginning January 1, 2023, the number of shares reserved for issuance
under the 2015 Plan was increased by 2,398,356 shares. In addition, the total number of shares reserved for issuance is
subject to adjustment in the event of a stock split, stock dividend or other change in the Company’s capitalization. As of
September 30, 2023, there were 4,896,334 shares available for future grant under the 2015 Plan.

2020 Inducement Plan
In March 2020, the Company’s board of directors adopted the 2020 Inducement Plan (the Inducement Plan),

pursuant to which the Company may grant, subject to the terms of the Inducement Plan and Nasdaq rules, nonstatutory
stock options, stock appreciation rights, restricted stock awards, restricted stock units, and other stock-based awards. The
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Company initially reserved a total of 1,000,000 shares of common stock for the issuance of awards under the Inducement
Plan. In June 2022, the Company’s board of directors approved the reservation of an additional 1,500,000 shares of
common stock for the issuance of awards under the Inducement Plan. The number of shares reserved and available for
issuance under the Inducement Plan can be increased at any time with the approval of the Company’s board of directors.
The Inducement Plan permits the board of directors or a committee thereof to use the stock-based awards available under
the Inducement Plan to attract key employees for the growth of the Company. As of September 30, 2023, there were
1,366,923 shares available for future grant under the Inducement Plan.

Stock options
The following table summarizes the stock option activity for the nine months ended September 30, 2023:

Weighted-Average

Shares Exercise Price
Outstanding at December 31, 2022 6,233,451 $ 69.14
Granted 1,182,245 45.31
Exercised (154,433) 22.02
Canceled (277,649) 70.90
Outstanding at September 30, 2023 6,983,614 $ 66.08
Exercisable at September 30, 2023 4,756,302 $ 68.88

As of September 30, 2023, the total unrecognized compensation expense related to unvested stock option awards
was $69.2 million, which is expected to be recognized over a weighted-average period of approximately 2.61 years.

Restricted stock units
The following table summarizes the restricted stock units activity for the nine months ended September 30, 2023:

‘Weighted-Average

Shares Grant Date Fair Value

Unvested shares at December 31, 2022 1,893,944 $ 73.28
Granted 888,010 44.78
Vested (569,385) 72.64
Forfeited (119,829) 64.97
Unvested shares at September 30, 2023 2,092,740 $ 61.85

As of September 30, 2023, the total unrecognized compensation expense related to unvested restricted stock units
was $99.0 million, which is expected to be recognized over a weighted-average period of approximately 2.55 years.

Performance-based restricted stock units

During the first quarter of 2023, the Company began granting performance-based restricted stock units (PSUs) that
will settle in stock. PSUs awarded to employees have a three-year performance period and vest on the third anniversary of
the grant date. The vesting of these awards is subject to the respective employee’s continued employment. The number of
PSUs granted represents the target number of units that are eligible to be earned based on the achievement of cumulative
three-year performance measures established at the beginning of the performance period, which ends on December 31 of
the third year of the performance period.

Participants may ultimately earn between zero and 200.0% of the target number of PSUs granted based on the
degree of achievement of the performance metric based on a three-year cumulative relative total shareholder return metric.
Accordingly, additional PSUs may be issued or currently issued PSUs may be cancelled upon final determination of the
number of units earned.
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The following table summarizes the PSU activity for the nine months ended September 30, 2023:

Weighted-Average

Grant Date
Shares Grant Date Fair Value
Unvested shares at December 31, 2022 — 3 —
Granted 52,500 59.32
Vested — —
Forfeited — —
Unvested shares at September 30, 2023 52,500 $ 59.32

As of September 30, 2023, the total unrecognized compensation expense related to unvested PSUs was $2.5
million, which is expected to be recognized over a weighted-average period of approximately 2.42 years.

The Company values PSUs on the grant date using a lattice model with a Monte Carlo simulation. This valuation
methodology utilizes several key assumptions, including defined consecutive trading day average closing stock price on the
grant date, valuation date stock price, expected volatilities using historical volatilities, correlation coefficients based on the
volatility data, risk-free rates of return and expected dividend yield. The probability of actual shares expected to be earned
is considered in the grant date valuation and the expense is not adjusted to reflect the actual units earned.

2015 Employee Stock Purchase Plan

In 2015, the Company’s board of directors and stockholders approved the 2015 Employee Stock Purchase Plan
(the 2015 ESPP), which became effective upon the closing of the Company’s initial public offering in May 2015. The
Company initially reserved a total of 243,347 shares of common stock for issuance under the 2015 ESPP. The 2015 ESPP
provides that the number of shares reserved and available for issuance under the 2015 ESPP will be cumulatively increased
on January 1 of each calendar year by 1% of the number of shares of common stock issued and outstanding on the
immediately preceding December 31 or such lesser amount as specified by the compensation committee of the board of
directors. For the calendar year beginning January 1, 2023, the number of shares reserved for issuance under the 2015
ESPP was increased by 599,589 shares.

Stock-based compensation expense

The Company recognized stock-based compensation expense of $23.1 million and $70.1 million for the three and
nine months ended September 30, 2023, respectively, and $24.1 million and $72.9 million for the three and nine months
ended September 30, 2022, respectively. Stock-based compensation expense by award type included within the unaudited
condensed consolidated statements of operations and comprehensive loss was as follows (in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2023 2022 2023 2022
Stock options $ 9,998 $ 12,062 $ 31,195 $ 37,819
Restricted stock units 12,536 11,802 37,389 34,583
Performance-based restricted stock units 261 — 605 —
Employee stock purchase plan 417 404 1,308 1,000
Subtotal 23,212 24,268 70,497 73,402
Capitalized stock-based compensation costs (141) (159) (410) (547)
Stock-based compensation expense included in total cost and operating
expenses $ 23,071 $ 24,109 $ 70,087 $ 72,855
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Stock-based compensation expense, that is included in operating expenses, by classification within the unaudited
condensed consolidated statements of operations and comprehensive loss is as follows (in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2023 2022 2023 2022
Research and development $ 11,169 $ 10,010 $ 31,512 $ 30,548
Selling, general and administrative 11,902 14,099 38,575 42,307
Total $ 23,071 $ 24,109 $ 70,087 $ 72,855

12. Net Loss per Share

Basic net loss per share is calculated by dividing net loss by the weighted average shares outstanding during the
period, without consideration for common stock equivalents. Diluted net loss per share is calculated by adjusting weighted
average shares outstanding for the dilutive effect of common stock equivalents outstanding for the period. For purposes of
the dilutive net loss per share calculation, stock options, unvested restricted stock units, PSUs and ESPP shares are
considered to be common stock equivalents but are excluded from the calculation of diluted net loss per share, as their
effect would be anti-dilutive; therefore, basic and diluted net loss per share were the same for all periods presented as a
result of the Company’s net loss.

The following common stock equivalents were excluded from the calculation of diluted net loss per share for the
three and nine months ended September 30, 2023 and 2022 because including them would have had an anti-dilutive effect
(in thousands):

September 30,
2023 2022
Stock options 6,984 6,316
Restricted stock units 2,093 1,838
Performance-based restricted stock units 53 —
ESPP shares 47 46
Total 9,177 8,200

13. Income Taxes

The Company utilizes the asset and liability method of accounting for income taxes. Under this method, deferred
tax assets and liabilities are determined based on the difference between the financial statement carrying amounts and tax
basis of assets and liabilities using enacted tax rates in effect for years in which the temporary differences are expected to
reverse. The Company provides a valuation allowance when it is more likely than not that deferred tax assets will not be
realized.

The realization of deferred income tax assets is dependent on the generation of sufficient taxable income during
future periods in which temporary differences are expected to reverse. Where the realization of such assets does not meet
the more likely than not criterion, the Company applies a valuation allowance against the deferred income tax asset under
consideration. The valuation allowance is reviewed periodically and if the assessment of the more likely than not criterion
changes, the valuation allowance is adjusted accordingly. As of September 30, 2023, the Company has a full valuation
allowance applied against its U.S. and foreign deferred tax assets.

Effective January 1, 2022, a provision of the Tax Cuts and Jobs Act (TCJA) has taken effect creating a significant
change to the treatment of research and experimental (R&E) expenditures under Section 174 of the IRC (Sec. 174
expenses). Historically, businesses have had the option of deducting Sec. 174 expenses in the year incurred or capitalizing
and amortizing the costs over five years. The new TCJA provision, however, eliminates this option and will require Sec.
174 expenses associated with research conducted in the U.S to be capitalized and amortized over a five-year period. For
expenses associated with research outside of the United States, Sec. 174 expenses will be capitalized and amortized over a
15-year period. The Company has included the tax impact of capitalizing and amortizing these costs
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over the required periods for the nine months ended September 30, 2023.

On June 30, 2022, the Company entered into a Royalty Purchase Agreement with Royalty Pharma and a Future
Revenue Purchase Agreement with Sixth Street Partners. Pursuant to the agreements, the Company received gross
proceeds of $175.0 million from Royalty Pharma in June 2022 and $250.0 million from Sixth Street Partners in July 2022
upon the transactions closing. The total cash consideration of $425.0 million, in its entirety, was considered taxable income
for calendar year ended December 31, 2022. Therefore, the $425.0 million was included in the estimated taxable income
calculation when estimating the Company’s forecasted 2022 annual effective tax rate. As of September 30, 2022, the
Company expected to be in a taxable income position for the calendar year ended December 31, 2022, and recorded an
income tax expense of $0.9 million and $4.2 million for the three and nine months ended September 30, 2022, respectively.

On August 16, 2022, President Biden signed the Inflation Reduction Act (IRA) of 2022 (H.R. 5376) into law. It
includes income tax incentives designed to encourage investment in renewable and alternative energy sources, adoption of
electric vehicles, and improvement in the energy efficiency of buildings and communities. To finance these incentives, the
law imposes a 15% corporate alternative minimum tax (CAMT) on adjusted financial statement income of corporations
with profits over $1 billion. It also introduces a new excise tax on corporate stock buybacks of public US companies. The
CAMT is effective for tax years beginning after December 31, 2022 while the excise tax on corporate stock buybacks is
effective for repurchases of stock after December 31, 2022. The Company does not anticipate the IRA having a significant
impact on the Company’s effective tax rate or income tax payable and deferred income tax positions.

As of September 30, 2023, the Company expects to be in a taxable loss position for the calendar year ended
December 31, 2023, and has recorded an income tax expense of $0.2 million and $0.9 million for the three and nine
months ended September 30, 2023. The Company recorded an income tax provision despite forecasting a taxable loss due
to the impact of recording unfavorable discrete items in the period, and taxable income from the jurisdictions in which the
Company is subject to tax.

As of September 30, 2023, the Company had gross unrecognized tax benefit, excluding interest and penalties of
approximately $0.2 million. As of December 31, 2022, the Company did not have any gross unrecognized tax benefit. The
company recognizes interest and penalties related to unrecognized tax benefits in the provision for income taxes. As of
September 30, 2023, the Company recorded an insignificant amount of interest and penalties related to uncertain tax
positions.

14. Leases

The Company’s building leases are comprised of office and laboratory spaces under non-cancelable operating
leases. The lease agreements contain various clauses for renewal at the Company’s option and only certain exercised
renewal options were included in the calculation of the operating lease assets and the operating lease liabilities, as other
renewal options were not reasonably certain of being exercised as of September 30, 2023. The lease agreements do not
contain residual value guarantees and the components of lease cost for the three and nine months ended
September 30, 2023 and 2022 were as follows (in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
Operating leases: 2023 2022 2023 2022
Lease cost $ 5758 $ 5322 $ 17,301 $ 16,233
Sublease income — (600) — (2,132)
Net lease cost $ 5758 $ 4,722 $ 17,301 $ 14,101

The Company’s sublease agreements for the 38 Sidney Street property expired in 2022. The Company has not
entered into any material short-term leases or financing leases as of September 30, 2023.
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Supplemental cash flow information related to leases for the nine months ended September 30, 2023 and 2022 is
as follows (in thousands):

Nine Months Ended
September 30,
2023 2022
Cash paid for amounts included in the measurement of lease liabilities: $ 13,249 $ 11,668
Lease liabilities arising from obtaining right-of-use assets:
Operating leases $ 109 $ —

The weighted average remaining lease term and weighted average discount rate of the operating leases are as
follows:

Operating leases
Weighted average remaining lease term in years 6.1
Weighted average discount rate 7.4%

15. Commitments and Contingencies
Purchase Commitments Associated with Commercial Supply Agreements

In connection with the commercialization of AYVAKIT/AYVAKYT, the Company has negotiated manufacturing
agreements with certain vendors that require the Company to meet minimum purchase obligations on an annual basis.
During the nine months ended September 30, 2023, there was a decrease of $7.3 million in the Company’s contractual
obligations described in Note 18 to the consolidated financial statements in the Company’s Annual Report on Form 10-K
for the fiscal year ended December 31, 2022.

Legal Proceedings

The Company is not currently a party to any material legal proceedings. At each reporting date, the Company
evaluates whether or not a potential loss amount or a potential range of loss is probable and reasonably estimable under the
provisions of the authoritative guidance that addresses accounting for contingencies. The Company expenses the costs
related to its legal proceedings as they are incurred.

Indemnification Agreements

In the ordinary course of business, the Company may provide indemnification of varying scope and terms to
vendors, lessors, business partners, and other parties with respect to certain matters including, but not limited to, losses
arising out of breach of such agreements or from intellectual property infringement claims made by third parties. In
addition, the Company has entered into indemnification agreements with members of its board of directors and senior
management that will require the Company, among other things, to indemnify them against certain liabilities that may arise
by reason of their status or service as directors or officers of the Company. The maximum potential amount of future
payments the Company could be required to make under these indemnification agreements is, in many cases, unlimited. To
date, the Company has not incurred any material costs as a result of such indemnifications. The Company is not aware of
any claims under indemnification arrangements, and it has not accrued any liabilities related to such obligations in its
condensed consolidated financial statements as of September 30, 2023 or December 31, 2022.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis of our financial condition and results of operations should be read in
conjunction with our unaudited condensed consolidated financial statements and related notes appearing elsewhere in this
Quarterly Report on Form 10-Q and the audited consolidated financial statements and related notes thereto and
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, 2022, filed with the Securities and Exchange Commission (the SEC) on
February 16, 2023. Some of the information contained in this discussion and analysis or set forth elsewhere in this
Quarterly Report on Form 10-Q, including information with respect to our plans and strategy for our business, includes
forward-looking statements that involve risks and uncertainties. As a result of many factors, including those factors set
forth in the “Risk Factors” section of this Quarterly Report on Form 10-Q, our actual results or timing of certain events
could differ materially from the results or timing described in, or implied by, these forward-looking statements.

Overview

We are a global precision therapy company that invents life-changing medicines for people with cancer and blood
disorders. Applying an approach that is both precise and agile, we create therapies that selectively target genetic drivers,
with the goal of staying one step ahead across stages of disease. Since 2011, we have leveraged our research platform,
including expertise in molecular targeting and world-class drug design capabilities, to rapidly and reproducibly translate
science into a broad pipeline of precision therapies. We have brought our approved medicines, AY VAKIT®/AYVAKYT®
(avapritinib) and GAVRETO® (pralsetinib), to patients in the U.S. and Europe, and we are globally advancing multiple
programs for mast cell disorders, including SM and chronic urticaria, breast cancer and other cancers vulnerable to CDK2
inhibition, as well as EGFR-mutant lung cancer.

Our drug discovery approach combines our biological insights with our proprietary compound library and
chemistry expertise to design highly selective and potent precision therapies, with the goal of delivering significant and
durable clinical benefit to patients based on the genetic driver of their disease. This uniquely targeted, scalable approach is
designed to empower the rapid design and development of new treatments and increase the likelihood of success. In
addition, our business model integrates our research engine with robust clinical development and commercial capabilities
in oncology, hematology, and allergy and immunology to create a cycle of innovation.

Systemic Mastocytosis and other Mast Cell Disorders — AYVAKIT® / AYVAKYT® (avapritinib), Elenestinib (BLU-263),
and BLU-808

AYVAKIT®/AYVAKYT® (avapritinib)

We are commercializing avapritinib for the treatment of advanced SM and indolent SM. SM is a rare hematologic
disorder that causes an overproduction of mast cells and the accumulation of mast cells in the bone marrow and other
organs, which can lead to a wide range of debilitating symptoms and, in advanced forms of the disease, organ dysfunction
and failure. Nearly all cases of SM are driven by the KIT D816V mutation, which aberrantly activates mast cells.

The FDA approved avapritinib under the brand name AYVAKIT for the treatment of adult patients with advanced
SM, including ASM, SM-AHN, and MCL in June 2021, and for adult patients with indolent SM in May 2023. In March
2022, the European Commission approved the marketing authorization for AYVAKYT for the treatment of adult patients
with ASM, SM-AHN, or MCL, after at least one systemic therapy. These approvals in advanced SM were supported by our
ongoing Phase 1 clinical trial in advanced SM, which we refer to as our EXPLORER trial, and our ongoing Phase 2 clinical
trial in advanced SM, which we refer to as our PATHFINDER trial.

The FDA’s approval of AYVAKIT for the treatment of patients with indolent SM, was supported by data from our
Phase 2 clinical trial in indolent SM, which we refer to as the PIONEER trial. The European Medicines Agency, or EMA,
validated a type II variation marketing authorization application (MAA) for AYVAKYT in indolent SM with a start of
procedure date of January 27, 2023. In February 2023, we presented registrational PIONEER trial data for AY VAKIT in
indolent SM at the American Academy of Allergy, Asthma and Immunology, or AAAAI, Annual
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Meeting. In May 2023, the New England Journal of Medicine Group published detailed results from the PIONEER trial of
AYVAKIT in patients with indolent SM.

The FDA has granted breakthrough therapy designation to avapritinib for (i) the treatment of advanced SM,
including the subtypes of ASM, SM-AHN and MCL, and (ii) the treatment of moderate to severe indolent SM. In addition,
the FDA has granted orphan drug designation to avapritinib for the treatment of mastocytosis, and the European
Commission has granted orphan medicinal product designation to avapritinib for the treatment of mastocytosis.

Elenestinib (BLU-263)

We are developing elenestinib, or BLU-263, an investigational, orally available, potent and highly selective KIT
inhibitor, for the treatment of indolent SM and other mast cell disorders. Elenestinib is designed to have equivalent potency
as avapritinib, with low off-target activity and lower penetration of the central nervous system (CNS) relative to avapritinib
based on preclinical data.

We are evaluating elenestinib in an ongoing Phase 2/3 clinical trial in indolent SM, which we refer to as our
HARBOR trial. In December 2022, we announced top-line, 12-week data from the dose-finding Part 1 of the HARBOR
trial. Elenestinib showed improved measures of mast cell burden and patient-reported symptoms, and safety data were
consistent with the preclinical profile of elenestinib and a completed Phase 1 healthy volunteer trial. We plan to present
HARBOR Part 1 trial data for elenestinib in indolent SM at the American Society of Hematology Annual Meeting in
December 2023.

Wild-Type KIT Inhibition (BLU-808)

Mast cells are the primary effector cells in several allergic-inflammatory diseases, including both inducible and
spontaneous chronic urticaria, and wild-type KIT plays a central role in mast cell survival, proliferation, and activation. In
the first half of 2023, we nominated the development candidate BLU-808 from our discovery programs, an oral, highly
potent and selective wild-type KIT inhibitor. We plan to develop BLU-808 as a potential first- and best-in-class treatment
for mast cell disorders, including chronic urticaria, a debilitating inflammatory skin disorder characterized by wheals
(hives), and sleep disruption, stress and anxiety due to severe itching are major contributors to disease burden, as well as
other potential related allergic-inflammatory indications.

PDGFRA-Driven Gastrointestinal Stromal Tumors — AYVAKIT® / AYVAKYT® (avapritinib)

We are commercializing avapritinib for the treatment of patients with PDGFRA exon 18 mutant gastrointestinal
stromal tumors (GIST), a rare disease that is a sarcoma, or tumor of bone or connective tissue, of the gastrointestinal tract.
Avapritinib is approved in the U.S. under the brand name AY VAKIT for the treatment of adults with unresectable or
metastatic GIST harboring a PDGFRA exon 18 mutation, including PDGFRA D842V mutations, and is approved in
Europe with conditional marketing authorization under the brand name AYVAKYT as a monotherapy for the treatment of
adult patients with unresectable or metastatic GIST harboring a PDGFRA D842V mutation.

Through our collaboration with CStone, China’s National Medicinal Products Administration (NMPA) approved
AYVAKIT for the treatment of adults with unresectable or metastatic GIST harboring a PDGFRA exon 18 mutation,
including PDGFRA D842V mutations. AY VAKIT also received accelerated approval from the Taiwan Food and Drug
Administration (TFDA) and approval in Hong Kong, both for adults with unresectable or metastatic GIST
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harboring PDGFRA D842V mutations.

The FDA has granted breakthrough therapy designation for avapritinib for the treatment of unresectable or
metastatic GIST harboring the PDGFRA D842V mutation. In addition, the FDA has granted orphan drug designation to
avapritinib for the treatment of GIST, and the European Commission has granted orphan medicinal product designation to
avapritinib for the treatment of GIST.

RET-altered Cancers — GAVRETO® (pralsetinib)

We are developing and commercializing pralsetinib for the treatment of RET fusion-positive non-small cell lung
cancer (NSCLC), and for the treatment of RET-altered thyroid carcinoma. We are also developing pralsetinib for the
treatment of other RET-altered solid tumors. We granted exclusive licenses to F. Hoffmann-La Roche Ltd and Genentech,
Inc., a member of the Roche Group (which we refer to together as Roche), and CStone Pharmaceuticals (CStone) to
develop and commercialize pralsetinib in their respective territories. In February 2023, we received written notice from
Roche of their election to terminate for convenience the Roche pralsetinib collaboration agreement. The termination will
become effective in February 2024, at which time we will regain commercialization and development rights for
GAVRETO from Roche in the U.S. and Roche Territory. In conjunction with the termination, we have initiated the process
of re-partnering GAVRETO for future development and commercialization. See “—Collaborations and Licenses
Summary” below.

The FDA granted accelerated approval of pralsetinib in the U.S. under the brand name GAVRETO for the
treatment of (i) adult patients with metastatic RET fusion-positive NSCLC as detected by an FDA approved test, (ii) adult
and pediatric patients 12 years of age and older with advanced or metastatic RET-mutant medullary thyroid cancer (MTC)
who require systemic therapy, and (iii) adult and pediatric patients 12 years of age and older with advanced or metastatic
RET fusion-positive thyroid cancer who require systemic therapy and who are radioactive iodine-refractory (if radioactive
iodine is appropriate). In June 2023, Roche voluntarily withdrew the indication of GAVRETO for the treatment of adult
and pediatric patients 12 years of age and older with advanced or metastatic RET-mutant MTC. The decision to withdraw
the indication was made in consultation with the FDA, in accordance with the requirements of the FDA’s Accelerated
Approval Program, with the official FDA withdrawal of the indication occurring on July 20, 2023. Specifically,
AcceleRET-MTGC, a Phase 3 clinical trial required by the FDA to convert the accelerated approval of GAVRETO for MTC
to a full approval, will no longer be pursued due to lack of feasibility. The decision to withdraw the indication was not due
to any new safety or efficacy data for GAVRETO or a product safety or quality issue, and other approved indications for
GAVRETO in the U.S. are unaffected. In August 2023, the FDA converted the accelerated approval of GAVRETO to full
regular approval for the treatment of adult patients with metastatic RET fusion-positive NSCLC. The confirmatory studies
to meet the commitments required to convert RET fusion-positive thyroid cancer for GAVRETO, also approved under
accelerated approval, to full approval, are ongoing.

Through our collaboration with Roche, the European Commission granted conditional marketing authorization for
GAVRETO as a monotherapy for the treatment of adults with RET fusion-positive advanced NSCLC not previously treated
with a RET inhibitor. In November 2022, Roche withdrew its type II variation MAA to the EMA for pralsetinib for RET-
altered thyroid cancers in the second-line. Roche stated a change in strategy as the reason for the withdrawal, and that it
was unrelated to product quality, efficacy or safety.

In March 2021, through our collaboration with CStone, China’s NMPA approved GAVRETO for the treatment of
patients with RET fusion-positive NSCLC patients previously treated with platinum-based chemotherapy. In March 2022,
China’s NMPA approved GAVRETO for the treatment of RET-mutant MTC and RET fusion-positive thyroid cancer.
GAVRETO was approved in Hong Kong in July 2022 for the treatment of RET fusion-positive NSCLC. In January 2023,
the TFDA approved GAVRETO for the treatment of patients with RET fusion-positive locally advanced or metastatic
NSCLC, RET-mutant MTC and RET fusion-positive thyroid cancer. In June 2023, China’s NMPA approved GAVRETO
for the first-line treatment of adults with locally advanced or metastatic RET fusion-positive NSCLC.

The FDA has granted breakthrough therapy designation to pralsetinib for (i) the treatment of patients with RET
fusion-positive NSCLC that has progressed following platinum-based chemotherapy, and (ii) the treatment of patients with
RET mutation-positive MTC that requires systemic treatment and for which there are no acceptable alternative
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treatments. In addition, the FDA has granted orphan drug designation to pralsetinib for the treatment of RET-rearranged
NSCLC, JAK1/2-positive NSCLC or TRKC-positive NSCLC.

EGFR-Mutated NSCLC — BLU-945, BLU-525 and BLU-451

We are developing a portfolio of investigational epidermal growth factor receptor (EGFR) inhibitors with the
potential to address a spectrum of common and uncommon EGFR activating mutations, including exon 19 deletions, the
L858R mutation, and exon 20 insertions. Patients with EGFR-driven NSCLC have high medical needs despite current
standards of care. First, osimertinib has demonstrated shorter overall survival and progression-free survival in patients
whose tumors have activating L858R mutations, and there are limited treatment options for exon 20 insertion-driven
NSCLC. Second, the majority of patients will ultimately progress due to tumor resistance, and preventing mutations from
emerging is an important treatment goal. Third, the brain is a common site of disease progression that has proven difficult
to treat. We are working to address these challenges and prolong patient benefit by advancing development of rational
combinations with our investigational EGFR therapies. Ultimately, we are seeking to address the significant medical needs
in EGFR-mutant NSCLC that affect approximately 60,000 patients in major markets, including the U.S., European Union

(EU), the UK, and Japan.

EGFR-Positive NSCLC — BLU-945

BLU-945 is a selective and potent investigational inhibitor of the activating EGFR L858R mutation and on-target
T790M and C797X resistance mutations. We are currently evaluating BLU-945 in the Phase 1/2 SYMPHONY trial in
patients with EGFR-driven NSCLC. In June 2023, we presented updated monotherapy dose escalation data from the
SYMPHONY trial at the American Society of Clinical Oncology (ASCO) Annual Meeting, and initial combination therapy
data evaluating BLU-945 in combination with osimertinib in patients with late-line, osimertinib-refractory, EGFR-mutant
NSCLC. BLU-945 monotherapy and in combination with osimertinib showed evidence of clinical activity and was
generally well tolerated, with infrequent adverse events (AEs) associated with wildtype EGFR inhibition. Dose escalation
studies are ongoing to reach the recommended Phase 2 dose (RP2D) and progress to dose expansion with BLU-945 in
combination with osimertinib for first-line treatment of patients with EGFR L858R-positive NSCLC.

EGFR-Positive NSCLC — BLU-525

BLU-525 is a next-generation EGFR inhibitor that, based on preclinical data, has a distinct chemical structure
with improved kinome selectivity and differentiated metabolism, and equivalent EGFR mutation coverage, wild-type
EGFR selectivity, and CNS penetration compared to BLU-701, which was previously in development for EGFR-positive
NSCLC. Data supporting the preclinical profile of BLU-525 were reported at the EORTC-NCI-AACR Molecular Targets
and Cancer Therapeutics Symposium in October 2022. In March 2023, the FDA accepted our investigational new drug
application, or IND, for BLU-525.

EGFR Exon 20 Insertion-Positive NSCLC — BLU-451

BLU-451 is a selective and potent investigational inhibitor under development for the treatment of EGFR exon 20
insertion-positive NSCLC and atypical EGFR mutations that we acquired in December 2021, through our acquisition of
Lengo Therapeutics, Inc. In April 2022, we presented the first preclinical data for BLU-451 at the AACR Annual Meeting
demonstrating that BLU-451 is a wild-type EGFR-sparing, CNS penetrant molecule which potently inhibited a broad range
of exon 20 insertions and uncommon oncogenic point mutations. In addition, BLU-451 led to measurable tumor regression
in a preclinical intracranial tumor model. Based on these foundational preclinical data, in March 2022 we initiated the
Phase 1/2 trial of BLU-451 in patients with EGFR-driven NSCLC harboring exon 20 insertion mutations, which we refer
to as our CONCERTO trial. In June 2023, we presented initial dose escalation data from the CONCERTO trial of BLU-451
at the ASCO Annual Meeting, demonstrating evidence of safety and clinical benefit, including CNS activity, in patients
with exon 20 insertion-positive NSCLC, and emerging dose-dependent ctDNA clearance and tumor shrinkage in patients

with atypical EGFR mutations. Dose escalation is ongoing to determine a RP2D.
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Cancers Vulnerable to CDK2 Inhibition — BLU-222

We are developing an investigational inhibitor, BLU-222, targeting CDK2 for the treatment of patients with
cancers vulnerable to CDK2 inhibition. CDK?2 is a cell cycle regulator and an important cancer target, with relevance
across multiple malignancies, including hormone-receptor-positive breast cancer and other cancers, such as subsets of
ovarian and endometrial cancer. Across multiple cancer types, aberrant CCNE1 hyperactivates CDK2, resulting in cell
cycle dysregulation and tumor proliferation. Aberrant CCNE1 has been observed as a primary driver of disease, as well as
a mechanism of resistance to CDK4/6 inhibitors and other therapies.

At the AACR Annual Meeting in April 2022, we presented preclinical data showing BLU-222 demonstrated
significant antitumor activity in a CCNE1-amplified ovarian cancer model. BLU-222 in combination with standard of care
agents, including chemotherapy and the PARP inhibitor olaparib, led to sustained tumor regression even after treatment
cessation. At the San Antonio Breast Cancer Symposium, in December 2022, we reported preclinical results showing
BLU-222 in combination with ribociclib led to sustained antitumor activity, in preclinical models of CDK4/6 inhibitor-
naive and resistant HR+/HER?2 breast cancer, supporting the clinical development of this combination regimen.

In the first quarter of 2022, we initiated the Phase 1/2 trial of BLU-222 in cancers vulnerable to CDK2 inhibition,
which we refer to as our VELA trial. BLU-222 is being developed as monotherapy and in combination with other agents,
including CDK4/6 inhibitors and estrogen receptors, antagonists, in hormone-receptor-positive, HER2-negative breast
cancer (HR+/HER- BC), and as a single agent and in combination in CCNE1-amplified tumor types. In June 2023, we
presented initial clinical data from the VELA trial at the ASCO Annual Meeting, showing that BLU-222 was generally
well-tolerated with evidence of cell cycle pathway modulation and a confirmed partial response in a monotherapy-treated
patient with HR+/HER2- metastatic breast cancer who previously received five lines of therapy, including the CDK4/6
inhibitors palbociclib and abemaciclib. We are continuing monotherapy dose escalation to identify a maximum tolerated
dose and have initiated dose escalation of BLU-222 in combination with the CDK4/6 inhibitor, ribociclib, and the estrogen
receptor antagonist, fulvestrant, in patients with HR+/HER2- metastatic breast cancer.

Advanced Cancers — BLU-852

BLU-852 is a selective and potent investigational inhibitor of MAP4K1, a well-characterized immunokinase that
is believed to play a role in T cell regulation, developed under our cancer immunotherapy collaboration with Roche.
Following the termination of our collaboration agreement with Roche, we have deprioritized advancement of BLU-852 and
are exploring opportunities to re-partner the asset for future development.

Discovery Platform

We continue to leverage our discovery platform to systematically and reproducibly identify kinases that are
drivers of diseases in genomically defined patient populations, and craft drug candidates that potently and selectively target
these kinases. In addition, we are expanding our discovery platform by building capabilities, supported by external
collaborations, for targeted protein degradation of both kinase and non-kinase targets in precision oncology, with the goal
of advancing transformative therapies to patients and further broadening the significant productivity of our research engine.
Beyond the discovery programs described above, we have multiple pre-development candidate programs for undisclosed
kinase targets.

In 2022, we started several degrader research programs, including three internal programs and two programs
under our targeted protein degradation collaboration with Proteovant. Through the Proteovant collaboration, we plan to
research and advance up to two novel protein degrader programs into development, with the option to expand to two
additional programs. See “—Collaborations and Licenses” Summary below.

Development and Commercialization Rights

We currently have worldwide development and commercialization rights to avapritinib, other than the rights
licensed to CStone in Mainland China, Hong Kong, Macau and Taiwan (the CStone Territory). We have entered into
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distribution agreements for certain countries in which we do not have our own infrastructure, and we plan to pursue
additional regulatory approvals and commercialization of avapritinib in additional countries, including through additional
distribution agreements. We have granted CStone an exclusive license to develop and commercialize pralsetinib and BLU-
554 in the CStone Territory.

We granted Roche an exclusive license to develop and commercialize pralsetinib worldwide, excluding the
CStone Territory and the U.S., and a co-exclusive license in the U.S. to develop and commercialize pralsetinib. In February
2023, we received written notice from Roche of their election to terminate for convenience the Roche pralsetinib
collaboration agreement. The termination will become effective in February 2024, at which time we will regain
commercialization and development rights for GAVRETO from Roche in the U.S. and Roche Territory and have initiated
the process of re-partnering GAVRETO for future development and commercialization. We will not be entitled to receive
payment for milestones, if any, achieved after the receipt of the notice of termination but before the effective date of
termination.

We currently have worldwide development and commercialization rights to BLU-945 and BLU-525, and any
back-up forms thereof, other than the rights licensed to Zai Lab for these drug candidates in Mainland China, Hong Kong,
Macau, and Taiwan (collectively, the Zai Lab Territory).

We have worldwide development and commercialization rights to all of our development and discovery programs,
including elenestinib (BLU-263), BLU-451, BLU-222, BLU-852 and BLU-808.

We have granted an exclusive worldwide license to Clementia to develop and commercialize BLU-782.

We have granted an exclusive worldwide license to IDRx for a development candidate-stage KIT exon 13
inhibitor, IDRX-73.

Collaborations and Licenses

Roche—Immunotherapy Collaboration. In March 2016, we entered into a collaboration with Roche to discover,
develop and commercialize small molecule therapeutics targeting kinases believed to be important in cancer
immunotherapy, including the kinase target MAP4K1, as single products or possibly in combination with other
therapeutics. In 2022, Roche endorsed a clinical development plan for IND-enabling activities for BLU-852, as a single
agent and in combination with atezolizumab, in advanced cancers. On April 30, 2023, we entered into a mutual termination
agreement with Roche, which we refer to as the Termination Agreement, pursuant to which the parties mutually agreed to
terminate the Roche immunotherapy agreement such that the rights and licenses granted to Roche related to MAP4K1 have
terminated in their entirety and we retained the rights to any and all compounds developed under the collaboration. Further,
we retain the flexibility to research, develop, manufacture, commercialize and otherwise exploit the assets developed under
the collaboration. We have deprioritized advancement of the program and are exploring opportunities to re-partner the asset
for future development.

Roche—Pralsetinib Collaboration. In July 2020, we entered into a collaboration with Roche to develop and
commercialize pralsetinib for the treatment of RET-altered cancers. Under the collaboration, we and Genentech are co-
commercializing GAVRETO in the U.S., and Roche was granted exclusive commercialization rights for pralsetinib outside
of the U.S., excluding the CStone Territory, which consists of Mainland China, Hong Kong, Macau and Taiwan. In
February 2023, we received written notice from Roche of their election to terminate for convenience the Roche pralsetinib
collaboration agreement. The termination will become effective in February 2024, at which time we will regain
commercialization and development rights for GAVRETO from Roche in the U.S. and Roche Territory. Until the
termination of the collaboration agreement is effective, the parties will continue to perform their respective obligations
under the collaboration agreement, including with respect to the development and commercialization of GAVRETO. The
parties will enter into a transition plan to facilitate the reversion of the product, including reasonable allocation of costs and
expenses. We will not be entitled to receive payment for milestones, if any, achieved after the receipt of the notice of
termination but before the effective date of termination. Upon the termination becoming effective, our exclusivity
obligations under the collaboration agreement will terminate and we have initiated the process of re-
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partnering GAVRETO for future development and commercialization.

CStone. In June 2018, we entered into a collaboration with CStone to develop and commercialize avapritinib,
pralsetinib and fisogatinib, as well as back-up forms and certain other forms, in the CStone Territory either as a
monotherapy or as part of a combination therapy.

Clementia. In October 2019, we entered into a license agreement with Clementia. Under the collaboration, we
granted Clementia an exclusive, worldwide, royalty-bearing license to develop and commercialize BLU-782, as well as
specified other compounds related to the BLU-782 program. BLU-782 is an investigational, orally available, potent and
highly selective inhibitor that targets mutant activin-like kinase 2 (ALK2) in development for the treatment of
fibrodysplasia ossificans progressiva (FOP). The FDA has granted a rare pediatric disease designation, orphan drug
designation and fast track designation to BLU-782, each for the treatment of FOP. Clementia initiated patient dosing in a
Phase 2 clinical trial of BLU-782, now referred to as fidrisertib, in the first quarter of 2022.

Zai Lab. ITn November 2021, we entered into a collaboration with Zai Lab to develop and commercialize certain
licensed products for the treatment of EGFR-driven NSCLC in Greater China, including Mainland China, Hong Kong,
Macau and Taiwan. The collaboration aims to accelerate and expand global development of the licensed products, which
currently includes BLU-945 and BLU-525 (which served as a back-up candidate for BLU-701).

Proteovant. In February 2022, we entered into an exclusive collaboration with Proteovant to jointly research and
advance up to two novel targeted protein degrader therapies as well as up to two additional novel protein degrader target
programs as we may mutually agree with Proteovant (each such program is referred to as a target program). On a target
program-by-target program basis, we will have an exclusive option to obtain a worldwide, exclusive license to develop and
commercialize any licensed compound and licensed product under each target program. Proteovant will have the right to
opt into the global development and U.S. commercialization of certain licensed compounds and licensed products under the
second target program that we option, and, if we expand to additional target programs, Proteovant will have the same opt-
in right for the fourth target program that we option.

IDRx. In August 2022, we entered into a license agreement with IDRx, Inc., or IDRx, which we refer to as the
IDRx License Agreement. Pursuant to the IDRx License Agreement, we granted IDRx an exclusive, worldwide, royalty-
bearing license to exploit our internally discovered development candidate-stage KIT exon 13 inhibitor, IDRX-73.

In connection with the IDRx License Agreement, we also entered into a stock purchase agreement with IDRx,
which we refer to as the IDRx Stock Purchase Agreement, pursuant to which we received 4,509,105 shares of IDRx’s
Series A preferred stock and the right to receive additional shares of IDRx’s Series A preferred stock through an anti-
dilution provision subject to a defined financing cap and the eligibility to receive up to $217.5 million in contingent cash
payments, including specified development, regulatory and sales-based milestone payments and tiered royalty payments. In
July 2023, we received an additional 192,282 shares pursuant to the anti-dilution provision in the IDRx Stock Purchase
Agreement.

Mergers & Acquisitions Summary

Lengo Therapeutics. In December 2021, we completed our acquisition of Lengo Therapeutics, Inc., along with its
lead compound LNG-451, now known as BLU-451, which is in development for the treatment of NSCLC in patients with
EGFR exon 20 insertion mutations. The acquisition also included additional undisclosed preclinical precision oncology
programs and research tools, including a catalog of covalent, highly brain penetrant kinase inhibitors that we plan to add to
our proprietary compound library to further enable future drug discovery efforts.

We will continue to evaluate additional collaborations, acquisitions, partnerships and licenses that could maximize
the value of our programs and allow us to leverage the expertise of strategic collaborators, partners and licensors, including
in additional geographies where we may not have current operations or expertise. We are also focused on engaging in
collaborations, acquisitions, partnerships and license agreements to capitalize on or expand our discovery platform.
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Financing Arrangements Summary

Royalty Purchase Agreement. In June 2022, we entered into a purchase and sale agreement, which we refer to as
the Royalty Purchase Agreement, with Royalty Pharma. Pursuant to this Royalty Purchase Agreement, we received an
upfront cash payment of $175.0 million and the right to receive up to $165.0 million in certain milestone payments, subject
to the achievement of specified net sales milestones by Roche, in exchange for all of our existing rights to receive royalty
payments on the net sales of GAVRETO worldwide excluding the CStone Territory and U.S. territory under the terms of
the Roche pralsetinib collaboration agreement. However, in February 2023, Roche provided written notice of its election to
terminate the Roche pralsetinib collaboration agreement for convenience. Following the termination of the Roche
pralsetinib collaboration agreement, if the specified net sales milestone thresholds under the Royalty Purchase Agreement
with Royalty Pharma are not otherwise met, we may no longer be eligible to receive any of the contingent milestone
payments under the Royalty Purchase Agreement.

Synthetic Royalty Facility. In June 2022, we entered into a purchase and sale agreement, which we refer to as the
Future Revenue Purchase Agreement with Sixth Street Partners. In July 2022, upon the closing of the transaction pursuant
to the Future Revenue Purchase Agreement, we received gross proceeds of $250.0 million in exchange for future royalty
payments at a rate of 9.75% on up to $900 million each year of (i) aggregate worldwide annual net product sales of
AYVAKIT/AYVAKYT (avapritinib) and (ii) if it is approved, aggregate worldwide annual net product sales of elenestinib,
but excluding sales in Greater China, subject to a cumulative cap of 1.45 times the upfront invested capital or a total of
$362.5 million. In the event that certain revenue targets are not achieved by specified dates, the royalty rate and cumulative
cap shall be increased to 15% and 1.85 times the invested capital (or $462.5 million), respectively.

Debt Facility. In June 2022, we entered into a Financing Agreement for up to $660.0 million with Sixth Street
Partners. The Financing Agreement, as amended, provides for (i) a senior secured term loan facility of up to $150.0 million
and (ii) a senior secured delayed draw term loan facility of up to $250.0 million to be funded in two tranches at our choice,
subject to certain terms and conditions. The loans will mature on June 30, 2028 and bear interest at a variable rate equal to
either the Secured Overnight Financing Rate (SOFR) plus 6.50% or the base rate plus 5.50%, subject to a floor of 1% and
2% with respect to the SOFR and base rate, respectively. The initial gross proceeds of $150.0 million was funded in July
2022. In addition, we may at any time request an incremental term loan in an amount not to exceed $260.0 million on terms
to be agreed and subject to the consent of the lenders providing such incremental term loan. In August 2023, we received
the first tranche of the senior secured delayed draw term loan facility in the amount of $100.0 million in gross proceeds.

Financial Operations Overview

To date, we have financed our operations primarily through public offerings of our common stock, private
placements of our convertible preferred and common stock, collaboration and license agreements, future royalty and
revenue monetization, and a term loan. Through September 30, 2023, we have received an aggregate of $3.7 billion from
such transactions, including $1.9 billion in aggregate gross proceeds from the sale of common stock in our initial public
offering, or IPO, follow-on public offerings, through our “at the market” stock offering program and the equity investment
by Roche, $115.1 million in gross proceeds from the issuance of convertible preferred stock, $175.0 million in gross
proceeds from our Royalty Purchase Agreement with Royalty Pharma, $250.0 million in gross proceeds from our Future
Revenue Purchase Agreement with Sixth Street Partners, $1.0 billion in upfront and milestone payments under our
collaborations with Roche, CStone and Zai Lab, our license agreement with Clementia and our former collaboration with
Alexion Pharma Holding, or Alexion, and $250.0 million in gross proceeds from a term loan from Sixth Street Partners. In
addition, since January 2020, we have also generated revenue through the sales of our approved drug products.

Since inception, we have incurred significant operating losses. Our net loss was $396.1 million for the nine
months ended September 30, 2023. Our net losses were $557.5 million and $644.1 million for the years ended December
31, 2022 and 2021, respectively. As of September 30, 2023, we had an accumulated deficit of $2,229.0 million. We expect
to continue to incur significant expenses and operating losses over the next few years. We anticipate variability in
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our expenses in future periods in connection with our ongoing activities, particularly as we:

e maintain and expand our sales, marketing and distribution infrastructure to continue to commercialize
our drug and any current or future drug candidates for which we may obtain marketing approval;

e seek marketing approval for avapritinib in additional geographies, particularly for indolent SM in
geographies outside of the U.S.;

e initiate or advance clinical development activities for other current or future drug candidates as
monotherapies or in combination with other agents;

e continue to discover, validate and develop additional drug candidates or development candidates,
including elenestinib (BLU-263), BLU-945, BLU-525, BLU-451, BLU-222 and BLU-808;

e continue to manufacture increasing quantities of drug substance and drug product material for use in
preclinical studies, clinical trials and commercialization and to purchase quantities of other agents for
use in our clinical trial as we develop our drugs and drug candidates as potential combination therapies
or for use as comparator agents;

e conduct research and development activities under our collaborations with Zai Lab and Proteovant;
e maintain, expand and protect our intellectual property portfolio;

e acquire or in-license additional businesses, technologies, drugs or drug candidates, form strategic
alliances or create joint ventures with third parties; and

e hire additional research, clinical, quality, manufacturing, regulatory, commercial and general and
administrative personnel.

Revenue

In January 2020, the FDA granted approval of avapritinib under the brand name AYVAKIT for the treatment of
adults with unresectable or metastatic GIST harboring a PDGFRA exon 18 mutation, including PDGFRA D842V
mutations. In September 2020, the European Commission granted conditional marketing authorization to AYVAKYT as a
monotherapy for the treatment of adult patients with unresectable or metastatic GIST harboring the PDGFRA D842V
mutation. In June 2021, the FDA granted a subsequent approval for AY VAKIT, expanding the labeled indications to
include adult patients with advanced SM, including ASM, SM-AHN and MCL. In March 2022, the European Commission
expanded the marketing authorization for AYVAKYT to include the treatment of adult patients with ASM, SM-AHN, or
MCL, after at least one systemic therapy. In May 2023, the FDA approved AY VAKIT for the treatment of adult patients
with indolent SM.

For the three and nine months ended September 30, 2023, our revenue primarily consisted of product sales of
AYVAKIT/AYVAKYT as well as some collaboration and license revenue under our collaboration agreements with our
collaboration partners. During the nine months ended September 30, 2023, our collaboration and license revenue primarily
included amounts that were recognized related to an achieved milestone payment under our collaboration with CStone and
research and development services under our immunotherapy collaboration with Roche.

In the future, we expect to generate revenue from a combination of sources, including sales of our current drug
product and any current or future drug candidates for which we receive marketing approval, royalties on drug sales,
upfront, milestone, profit sharing and other payments, if any, under any current or future collaboration and license
agreements, including revenues related to the supply of our drug candidates or approved drugs to our various collaboration
partners. We anticipate variability in revenue in the future as a result of the timing and amount of product sales, license
fees, manufacturing services, and achievement of milestones or other payments under our collaboration or license
agreements, if any.
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During 2023, we expect net product revenues to increase, as compared to 2022, as we continue to add new
patients onto AY VAKIT/AYVAKYT, including advanced SM and indolent SM with the recent label expansion.

Cost of Sales

Our cost of sales includes the cost of producing and distributing inventories that are related to product revenue as
well as the sales of drug substance and drug product to our collaboration partners during the respective period, including
salary related expenses and stock-based compensation expense for employees involved with production and distribution,
freight, and indirect overhead costs. In addition, shipping and handling costs for product shipments are recorded in cost of
sales as incurred.

Prior to receiving the initial FDA approval for AYVAKIT in January 2020, and subsequent approval in June 2021,
we manufactured inventory to be sold upon commercialization and recorded approximately $31.0 million related to this
inventory as research and development expense. As a result, the manufacturing costs related to the inventory build-up
incurred before FDA approval were expensed in prior periods and are therefore excluded from the cost of goods sold for
the three and nine months ended September 30, 2023 and 2022, respectively. We estimate our cost of goods sold related to
product revenue as a percentage of net product revenue will continue to be positively impacted as we sell through certain
inventory that was previously expensed prior to FDA approval. We expect to sell through our pre-launch inventory in the
near term. Once the low-cost inventory balances are sold through, we estimate our costs of goods sold related to product
sales to remain in the mid-single digit percentage range. Cost of goods sold related to sales of drug products to our
collaboration partners are at lower margins and partially offset the positive impact of the previously expensed inventory.

EXxpenses
Collaboration Loss Sharing

On July 1, 2021, Roche took over certain responsibilities associated with product sales to customers, pricing and
distribution matters related to GAVRETO in the U.S. and became the principal for recording product sales to customers in
the U.S. Collaboration loss sharing consists of our share of the losses incurred from sales of GAVRETO to customers in the
U.S. under our collaboration for pralsetinib with Roche. For additional information, see Note 10, Collaboration and
License Agreements, to our unaudited condensed consolidated financial statements. We anticipate variability in
collaboration loss sharing from period to period as a result of the timing and amount of GAVRETO sales.

Research and Development Expenses

Research and development expenses consist primarily of costs incurred for our research and development
activities, including our drug discovery efforts, and the development of our drug candidates, which include:

e expenses incurred to acquire in-process research and development asset with no alternative future use;
o employee-related expenses including salaries, benefits, and stock-based compensation expense;

e expenses incurred under agreements with third parties that conduct research and development,
preclinical activities, clinical activities and manufacturing on our behalf;

e expenses incurred in connection with development activities under our collaboration for pralsetinib with
Roche and research and development activities under our collaboration with Proteovant;

e the cost of consultants in connection with our research and development activities;

e the cost associated with regulatory quality assurance and quality control operations;
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e the cost of lab supplies and acquiring, developing and manufacturing preclinical study materials, clinical
trial materials and commercial supply materials; and

e facilities, depreciation, and other expenses, which include direct and allocated expenses for rent and
maintenance of facilities, insurance, and other operating costs in support of research and development
activities.

Research and development costs are expensed as incurred. Costs for certain activities are recognized based on an
evaluation of the progress to completion of specific tasks. Nonrefundable advance payments for goods or services to be
received in the future for use in research and development activities are capitalized. The capitalized amounts are expensed
as the related goods are delivered or the services are performed.

The successful development of our drug candidates is highly uncertain. As such, at this time, we cannot
reasonably estimate or know the nature, timing and estimated costs of the efforts that will be necessary to complete the
remainder of the development of these drug candidates. We are also unable to predict when material net cash inflows will
commence from the sale of our current or future drug candidates for which we received marketing approval. This is due to
the numerous risks and uncertainties associated with developing drugs, including the uncertainty of:

e establishing an appropriate safety profile with IND-enabling toxicology studies;
e successful initiation, enrollment in, and completion of clinical trials;
e receipt of marketing approvals from applicable regulatory authorities;

e establishing manufacturing capabilities or making arrangements with third-party manufacturers to ensure
adequate clinical and commercial supply;

e obtaining and maintaining patent and trade secret protection and regulatory exclusivity for
AYVAKIT/AYVAKYT, GAVRETO and our drug candidates;

e commercializing AYVAKIT/AYVAKYT, GAVRETO and our drug candidates, if and when approved,
whether alone or in collaboration with others;

e market acceptance of AYVAKIT/AYVAKYT, GAVRETO and any future drug we may commercialize;
and

e continued acceptable safety profile of the drugs following approval.

A change in the outcome of any of these variables with respect to the development of any of our drug candidates
would significantly change the costs and timing associated with the development of that drug candidate.

Research and development activities are central to our business model. Drug candidates in later stages of clinical
development generally have higher development costs than those in earlier stages of clinical development, primarily due to
the increased size and duration of later-stage clinical trials.

A significant portion of our research and development expenses have been external expenses, which we track on a
program-by-program basis following nomination as a development candidate. Our internal research and development
expenses are primarily personnel-related expenses, including stock-based compensation expense. Except for internal
research and development expenses related to collaboration agreements, we do not track our internal research and
development expenses on a program-by-program basis as they are deployed across multiple projects under development.
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The following tables summarize our research and development expenses by program for the three and nine
months ended September 30, 2023 and 2022. Other development and pre-development candidate expenses, unallocated

expenses and internal research and development expenses have been classified separately.
Three Months Ended September 30,

2023 2022 Dollar change % Change
Avapritinib external expenses $ 5618 $ 17,240 $ (11,622) (67)%
Pralsetinib external expenses 7,602 3,028 4,574 151
BLU-263 external expenses 6,092 10,574 (4,482) (42)
EGFR franchise (BLU-451/525/701/945) external expenses 11,917 22,864 (10,947) (48)
BLU-222 external expenses 11,951 11,454 497 4
BLU-808 external expenses 3,278 820 2,458 300
Other development and pre-development candidate expenses
and unallocated expenses 25,385 28,111 (2,726) (10)
Internal research and development expenses 38,409 33,890 4,519 13
Total research and development expenses $ 110,252  $ 127,981 $ (17,729) (14)%

Nine Months Ended September 30,
2023 2022 Dollar change % Change

Avapritinib external expenses $ 26,059 $ 41,174  $ (15,115) B7)%
Pralsetinib external expenses 17,066 22,658 (5,592) (25)
BLU-263 external expenses 19,822 28,595 (8,773) (31)
EGFR franchise (BLU-451/525/701/945) external expenses 45,061 66,304 (21,243) (32)
BLU-222 external expenses 33,819 32,173 1,646 5
BLU-808 external expenses 6,501 1,456 5,045 346
Other development and pre-development candidate expenses and
unallocated expenses 69,864 67,884 1,980 3
Internal research and development expenses 111,992 99,335 12,657 13
Total research and development expenses $ 330,184 $ 359,579 $ (29,395) 8)%

*  Pralsetinib external expenses include expenses reimbursable to Roche under our collaboration for pralsetinib
with Roche, and other development and pre-development candidate expenses include expenses reimbursable
to us under our other collaboration agreements.

We expect variability in our research and development expenses in future periods as our drug candidate
development programs progress. The costs related to the implementation and expansion of clinical trial sites and related
patient enrollment, monitoring, program management and manufacturing expenses for active pharmaceutical ingredient, or
API, drug product and drug substance for current and future clinical trials will vary depending on clinical data results and
our resources allocation priorities. In addition, our research and development expenses may increase with potential new
collaborations and future acquisitions. We do not believe that it is possible at this time to accurately project total program-
specific expenses through commercialization. There are numerous factors associated with the successful commercialization
of any of our approved drugs or drug candidates for which we may receive marketing approval, including future trial
design and various regulatory requirements, many of which cannot be determined with accuracy at this time based on our
stage of development. In addition, future commercial and regulatory factors beyond our control will impact our clinical
development programs and plans.

During 2023, we expect our research and development expenses will decline, as compared to 2022, due to our
focused approach towards optimizing operational efficiency across our portfolio while executing across our top priority
programs.

Selling, General and Administrative Expenses

Selling, general and administrative expenses consist primarily of compensation and benefits, including stock-
based compensation expense, for commercial operations and for personnel in executive, finance, accounting, commercial,
business development, information technology, legal and human resources functions. Other significant
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costs include facility costs not otherwise included in research and development expenses, commercial development
activities, insurance fees, legal fees related to intellectual property and corporate matters and fees for accounting and
consulting services.

We expect that our selling, general and administrative expenses will continue to increase in the future to support
additional research and development activities and commercialization activities, including expanding our sales, marketing
and distribution infrastructure to commercialize any drugs for which we may obtain marketing approval for additional
indications or in additional geographies and expanding our operations globally. These increases will likely include
increased costs related to the hiring of additional personnel, legal, auditing and filing fees and general compliance and
consulting expenses, among other expenses. We have incurred and will continue to incur additional expenses associated
with operating as a public company and expanding the scope of our operations.

During 2023, we expect that selling, general and administrative expenses will increase, as compared to 2022, as
we continue to build out our global commercial and compliance infrastructure and field team to support the launch of
indolent SM.

Interest Income (Expense), net

Interest income (expense), net consists primarily of interest expense related to our financing arrangements with
Royalty Pharma and Sixth Street Partners. Interest expense on liabilities related to the sale of future royalties and revenues
consists of the periodic interest calculated using the effective interest rate method over the future estimated royalty
payments due to Royalty Pharma and Sixth Street Partners over the life of the agreements. Interest expense on the term
loan with Sixth Street Partners results from the amortization of the debt liability using the effective interest method over the
maturity of the term loan. We anticipate variability in interest expense from period to period as a result of the timing and
amount of the sales of the underlying products and the changes in interest rates. For additional information, see Note 3,
Financing Arrangements, to our unaudited condensed consolidated financial statements.

Interest income (expense), net also includes income earned on cash equivalents and marketable securities. Our
interest income may fluctuate depending on the movement of interest rates and our total amount of cash equivalents and
marketable securities.

Other Income (Expense), net

Other income (expense), net consists of miscellaneous income and expenses unrelated to our core operations,
including the impacts of foreign currency exchange differences.

Income Tax Expense
Income tax expense consists of federal, state and foreign income taxes incurred.
Critical Accounting Policies and Estimates

For a description of our critical accounting policies and estimates, please see “Management’s Discussion and
Analysis of Financial Condition and Results of Operations—Financial Operations Overview—Critical Accounting Policies
and Estimates” in our Annual Report on Form 10-K for the year ended December 31, 2022. There have been no significant
changes to our critical accounting policies and estimates since December 31, 2022 with the exception of the below new
policy and estimate.
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Performance-Based Restricted Stock Unit Awards

Fair value of performance-based restricted stock unit awards (PSUs) at the grant date are estimated using a lattice
model with a Monte Carlo simulation. This valuation methodology utilizes several key assumptions, the defined
consecutive trading day average closing stock price on the grant date, expected volatility of our stock price, risk-free rates
of return and expected dividend yield. The probability of actual shares expected to be earned is considered in the grant date
valuation and the expense is not adjusted to reflect the actual units earned. The PSUs cliff vest at the end of the service
period and therefore the compensation expense for PSUs is recognized straight-line over the applicable service period.
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Results of Operations
Comparison of Three Months Ended September 30, 2023 and 2022

The following table summarizes our results of operations for the three months ended September 30, 2023 and
2022, together with the changes in those items in dollars and as a percentage (in thousands):

Three Months Ended
September 30,
2023 2022 Dollar Change % Change
Total revenues $ 56566 $ 65977 $ (9,411) (14)%
Total cost and operating expenses 185,546 190,254 (4,708) 2)
Total other expense, net (4,536) (8,000) 3,464 43
Loss before income taxes (133,516) (132,277) (1,239) (8}
Income tax expense 197 886 (689) (78)
Net loss $ (133,713) $ (133,163) $ (550) (0)%
Total Revenues
Total revenues consist of the following (in thousands):
Three Months Ended
September 30,
2023 2022 Dollar Change % Change
Product revenue, net $ 54228 $28634 $ 25,594 89 %
Collaboration and license revenue 2,338 9,843 (7,505) (76)
License revenue - related party — 27,500 (27,500) (100)
Total revenues $ 56,566 $ 65977 $ (9,411) (14)%

Product Revenue, Net

The following table summarizes revenue recognized from sales of AYVAKIT/AYVAKYT during the three months
ended September 30, 2023 and 2022 (in thousands):

Three Months Ended
September 30,
2023 2022 Dollar Change % Change
United States $ 49,121 $ 25054 $ 24,067 96 %
Rest of World 5,107 3,580 1,527 43
Total $ 54228 $ 28,634 $ 25594 89 %

Product revenue, net increased during the three months ended September 30, 2023 as compared to the three
months ended September 30, 2022 primarily driven by growth in the number of SM patients on therapy, including
advanced SM and indolent SM with the recent label expansion.
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Collaboration and License Revenue

The following table summarizes the revenue recognized from our collaboration and license agreements during the
three months ended September 30, 2023 and 2022 (in thousands):

Three Months Ended
September 30,

2023 2022 Dollar change % Change
CStone collaboration $ 1,820 $ 2915 $ (1,095) (38)%
Collaboration with Roche for pralsetinib 513 4,282 (3,769) (88)
Roche immunotherapy collaboration — 2,475 (2,475) (100)
Other 5 171 (166) 97)
Total collaboration and license revenue $ 2338 $9843 $ (7,505) (76)%

Revenue recognized from our collaboration and license agreements decreased during the three months ended
September 30, 2023 as compared to the three months ended September 30, 2022 primarily due to:

e Decreased revenue from our collaboration with Roche for pralsetinib during the three months ended September
30, 2023 as compared to the three months ended September 30, 2022 primarily due to a decrease in
manufacturing services related to Roche Territory-specific activities.

e Decreased revenue from our CStone collaboration during the three months ended September 30, 2023 as
compared to the three months ended September 30, 2022 primarily due to a decrease in manufacturing services

and royalty revenue related to CStone Territory-specific activities.

e No revenue was recognized under the Roche immunotherapy agreement during the three months ended
September 30, 2023 as a result of the collaboration agreement termination effective in April 2023.

License revenue — related party

License revenue — related party decreased by $27.5 million during the three months ended September 30, 2023 as
compared to the three months ended September 30, 2022. The decrease resulted from the license revenue recorded under
the IDRx License Agreement that was executed during the three months ended September 30, 2022.

Cost of Product Sales

The following table summarizes the cost of product sales during the three months ended September 30, 2023 and
2022 (in thousands):

Three Months Ended
September 30,
2023 2022 Dollar change % Change
Cost of product sales $168 $ 710 $ 975 137 %
Cost of collaboration sales 1,097 2,290 (1,193) (52)
Total cost of sales $ 2,782 $ 3,000 $ (218) (7)%

Cost of sales decreased during the three months ended September 30, 2023 as compared to the three months ended
September 30, 2022 primarily due to a decrease in the cost of collaboration related sales which was primarily driven by a
decrease in manufacturing services related to our collaboration partners. The increase in cost of product sales was primarily
driven by an increase in product sales.
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Collaboration Loss Sharing

The following table summarizes the collaboration loss sharing expense during the three months ended September
30, 2023 and 2022 (in thousands):

Three Months Ended
September 30,
2023 2022 Dollar Change % Change
Collaboration loss sharing $ 1,771 $ 1,665 $ 106 6 %

Collaboration loss sharing under the collaboration with Roche for pralsetinib increased for the three months ended
September 30, 2023 as compared to the three months ended September 30, 2022 primarily due to a decrease in GAVRETO
product sales in the U.S. during the three months ended September 30, 2023 as compared to the three months ended
September 30, 2022.

Research and Development Expense

The following table summarizes the research and development expenses during the three months ended
September 30, 2023 and 2022 (in thousands):

Three Months Ended
September 30,

2023 2022 Dollar change % Change
Clinical and manufacturing related activities $ 35790 $ 54,531 $ (18,741) (34)%
Compensation and related expenses 28,112 24,719 3,393 14
Early drug discovery and platform 17,515 20,787 (3,272) (16)
Stock-based compensation 11,169 10,010 1,159 12
Consulting and professional services 7,731 9,561 (1,830) (19)
Facilities and IT 8,764 7,086 1,678 24
Other 1,171 1,287 (116) 9)
Total research and development expenses $ 110,252 $ 127,981 $ (17,729) (149)%

Research and development expense decreased for the three months ended September 30, 2023 as compared to the
three months ended September 30, 2022 primarily due to a decrease of $18.7 million in clinical and manufacturing related
activities primarily due to our focused approach towards optimizing operational efficiency across our portfolio while
executing across our top priority programs as well as the timing of manufacturing of clinical trial materials.

Selling, General and Administrative Expense

The following table summarizes the sales, general and administrative expenses during the three months ended
September 30, 2023 and 2022 (in thousands):

Three Months Ended
September 30,

2023 2022 Dollar change % Change
Compensation and related expenses $ 29,669 21,661 $ 8,008 37 %
Stock-based compensation 11,901 14,099 (2,198) (16)
Commercial and related expenses 13,071 7,719 5,352 69
Consulting and professional services 9,787 8,131 1,656 20
Facilities and IT 3,226 2,537 689 27
Other 3,087 3,461 (374) (11)
Total sales, general and administrative expenses $ 70,741 $ 57,608 $ 13,133 23 %
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Selling, general and administrative expense increased for the three months ended September 30, 2023 as
compared to the three months ended September 30, 2022 primarily due to:

e Anincrease of $8.0 million in compensation and related expenses driven by increased headcount in our field team
to support our commercial activities related to indolent SM launch; and

e An increase of $5.4 million in commercial and related activities primarily related to the expansion of our
commercial infrastructure for commercialization of AYVAKIT/AYVAKYT.

Interest Expense, Net

The following table summarizes the interest expense, net, during the three months ended September 30, 2023 and
2022 (in thousands):

Three Months Ended
September 30,
2023 2022 Dollar Change % Change
Interest income $ 9329 $ 2950 $ 6,379 216 %
Interest expense (13,137) (11,346) (1,791) 16
Interest expense, net $ (3,808) $ (8,396) $ 4,588 (55)%

Interest expense, net, decreased for the three months ended September 30, 2023 as compared to the three months
ended September 30, 2022 primarily due to higher interest income earned on our investments, partially offset by higher
interest charges on the liability related to the sale of future revenues and the term loan with Sixth Street Partners during the
three months ended September 30, 2023 as compared to the three months ended September 30, 2022.

Other Income (Expense), Net

The following table summarizes the other income (expense), net, during the three months ended
September 30, 2023 and 2022 (in thousands):

Three Months Ended
September 30,
2023 2022 Dollar Change % Change
Other income (expense), net $ (728) $ 396 $ (1,129 (284)%

Other expense, net, increased for the three months ended September 30, 2023 as compared to the three months
ended September 30, 2022 primarily due to a decrease in other income. During the three months ended September 30,
2022, we recorded other income from a transfer of pre-launch inventory to a third party whereas no such other income was
recorded during the three months ended September 30, 2023.

Income Tax Expense

The following table summarizes the income tax expense during the three months ended September 30, 2023 and
2022 (in thousands):

Three Months Ended
September 30,
2023 2022 Dollar Change % Change
Income tax expense $ 197 $ 886 $ (689) (78)%

Income tax expense decreased for the three months ended September 30, 2023 as compared to the three months
ended September 30, 2022 primarily due to the Company’s estimated taxable loss position for the year ended December 31,
2023, whereas, during the three months ended September 30, 2022, the Company was in estimated taxable income position
for the calendar year ended December 31, 2022 due to the cash considerations received under the royalty purchase
agreement and the purchase and sale agreement entered into with Royalty Pharma and Sixth Street Partners in June 2022.
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Comparison of Nine Months Ended September 30, 2023 and 2022

The following table summarizes our results of operations for the nine months ended September 30, 2023 and
2022, together with the changes in those items in dollars and as a percentage (in thousands):

Total revenues

Total cost and operating expenses
Total other expense, net

Loss before income taxes

Income tax expense

Net loss

Total Revenues

Total revenues consist of the following (in thousands):

Product revenue, net
Collaboration and license revenue
License revenue - related party
Total revenues

Product Revenue, Net

Nine Months Ended
September 30,

2023 2022 Dollar Change % Change
$ 177,423 $ 165255 $ 12,168 7 %
558,591 552,974 5,617 1
(13,993) (6,952) (7,041)  (101)
(395,161)  (394,671) (490) 0

907 4,200 (3,293)  (78)
$ (396,068) $ (398,871) $ 2,803 1%
Nine Months Ended
September 30,

2023 2022 Dollar Change % Change
$ 133,173 $ 80,929 $ 52,244 65 %
44,250 56,826 (12,576) (22)

— 27,500 (27,500)  (100)
$ 177,423 $ 165,255 $ 12,168 7 %

The following table summarizes revenue recognized from sales of AYVAKIT/AYVAKYT during the nine months

ended September 30, 2023 and 2022 (in thousands):

United States
Rest of World
Total

Nine Months Ended
September 30,

2023 2022 Dollar Change % Change
$ 118,355 $ 70,888 $ 47,467 67 %
14,818 10,041 4,777 48
$ 133,173 $ 80,929 $ 52,244 65 %

Product revenue, net increased during the nine months ended September 30, 2023 as compared to the nine months
ended September 30, 2022 primarily driven by growth in the number of SM patients on therapy, including advanced SM

and indolent SM with the recent label expansion.
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Collaboration and License Revenue

The following table summarizes the revenue recognized from our collaboration and license agreements during the
nine months ended September 30, 2023 and 2022 (in thousands):

Nine Months Ended
September 30,

2023 2022 Dollar change % Change
Roche immunotherapy collaboration $ 25706 $ 1,710 $ 23,996 n/a %
CStone collaboration 16,861 18,209 (1,348) 7)
Collaboration with Roche for pralsetinib 1,672 5,573 (3,901) (70)
Clementia license agreement — 30,000 (30,000) (100)
Other 11 1,334 (1,323) (99)
Total collaboration and license revenue $ 44,250 $ 56,826 $ (12,576) (22)%

Revenue recognized from our collaboration and license agreements decreased during the nine months ended
September 30, 2023 as compared to nine months ended September 30, 2022 primarily due to:

e Decreased revenue from our license agreement with Clementia due to revenue from a $30.0 million milestone
payment related to a specified development milestone achieved during the nine months ended September 30,
2022.

e Decreased revenue from our collaboration with Roche for pralsetinib during the nine months ended September
30, 2023 as compared to the nine months ended September 30, 2022 primarily due to a decrease in manufacturing
services related to Roche Territory-specific activities.

The decreases was partially offset by increased revenue under our Roche immunotherapy collaboration during the
nine months ended September 30, 2023 due to the collaboration agreement termination which resulted in the reduction in
the costs incurred to satisfy our performance obligation under the Roche immunotherapy collaboration, and consequently,
increased the transaction price and the percentage of completion of revenue to be recognized under the collaboration
agreement.

License revenue — related party

License revenue — related party decreased by $27.5 million during the nine months ended September 30, 2023 as
compared to the nine months ended September 30, 2022. The decrease resulted from the license revenue recorded under
the IDRx License Agreement that was executed during the nine months ended September 30, 2022.

Cost of Product Sales

The following table summarizes the cost of product sales during the nine months ended September 30, 2023 and
2022 (in thousands):

Nine Months Ended
September 30,
2023 2022 Dollar change % Change
Cost of product sales $4671 $ 2,139 $ 2,532 118 %
Cost of collaboration sales 3,609 10,826 (7,217) (67)
Total cost of sales $8280 $ 12965 $ (4,685) (36)%

Cost of sales decreased during the nine months ended September 30, 2023 as compared to the nine months ended
September 30, 2022 primarily due to a decrease in the cost of collaboration related sales which was driven primarily by a
decrease in manufacturing services related to our collaboration partners. The increase in cost of product sales was primarily
driven by an increase in product sales.
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Collaboration Loss Sharing

The following table summarizes the collaboration loss sharing expense during the nine months ended September
30, 2023 and 2022 (in thousands):

Nine Months Ended
September 30,
2023 2022 Dollar Change % Change
Collaboration loss sharing $ 4301 $ 7,076 $ (2,775) (39)%

Collaboration loss sharing under the collaboration with Roche for pralsetinib decreased for the nine months ended
September 30, 2023 as compared to the nine months ended September 30, 2022 primarily due to higher GAVRETO
product sales in the U.S. during the nine months ended September 30, 2023 as compared to the nine months ended
September 30, 2022.

Research and Development Expense

The following table summarizes the research and development expenses during the nine months ended
September 30, 2023 and 2022 (in thousands):

Nine Months Ended

September 30,

2023 2022 Dollar change % Change
Clinical and manufacturing related activities $ 109,540 $ 149,193 $ (39,653) 27)%
Compensation and related expenses 83,384 71,307 12,077 17
Early drug discovery and platform 55,551 58,609 (3,058) 5)
Stock-based compensation 31,513 30,548 965 3
Consulting and professional services 22,255 25,320 (3,065) (12)
Facilities and IT 25,454 21,037 4,417 21
Other 2,487 3,565 (1,078) (30)
Total research and development expenses $ 330,184 $ 359,579 $ (29,395) 8)%

Research and development expense decreased for the nine months ended September 30, 2023 as compared to the
nine months ended September 30, 2022 primarily due to:

e A decrease of $39.7 million in clinical and manufacturing related activities primarily due to our focused approach
towards optimizing operational efficiency across our portfolio while executing across our top priority programs,
the timing of manufacturing of clinical trial materials and decreased activities related to pralsetinib clinical
studies; offset by

e Anincrease of $12.1 million in compensation and related expenses driven by increased headcount to support the
progression of our pipeline.
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Selling, General and Administrative Expense

The following table summarizes the sales, general and administrative expenses during the nine months ended
September 30, 2023 and 2022 (in thousands):

Nine Months Ended
September 30,

2023 2022 Dollar change % Change
Compensation and related expenses $ 90,872 $ 63601 $ 27,271 43 %
Stock-based compensation 38,575 42,307 (3,732) )
Commercial and related expenses 34,489 24,299 10,190 42
Consulting and professional services 30,067 25,118 4,949 20
Facilities and IT 10,184 8,453 1,731 20
Other 11,639 9,576 2,063 22
Total sales, general and administrative expenses $ 215,826 $ 173,354 $ 42,472 25 %

Selling, general and administrative expense increased for the nine months ended September 30, 2023 as compared
to the nine months ended September 30, 2022 primarily due to:

e Anincrease of $27.3 million in compensation and related expenses driven by increased headcount in our sales
force to support our commercial activities related to indolent SM launch; and

e Anincrease of $10.2 million in commercial and related activities primarily related to the expansion of our
commercial infrastructure for commercialization of AYVAKIT/AYVAKYT.

Interest Expense, Net

The following table summarizes the interest expense, net, during the nine months ended September 30, 2023 and
2022 (in thousands):

Nine Months Ended

September 30,
2023 2022 Dollar Change % Change
Interest income $ 22978 $ 3,824 $ 19,154 501 %
Interest expense (36,602) (11,351) (25,251) 222
Interest expense, net $ (13,624) $ (7,527) $ (6,097) 81 %

Interest expense, net, increased for the nine months ended September 30, 2023 as compared to the nine months
ended September 30, 2022 primarily due to the interest charges on the liability related to the sale of future revenues and the
term loan with Sixth Street Partners. The increase in interest expense was partially offset by higher interest income earned
on the Company’s investments during the nine months ended September 30, 2023 as compared to the nine months ended
September 30, 2022.

Other Income (Expense), Net

The following table summarizes the other income (expense), net, during the nine months ended September 30,
2023 and 2022 (in thousands):

Nine Months Ended
September 30,
2023 2022 Dollar Change % Change
Other income (expense), net $ 369) $ 575 § (944) (164)%

Other expense, net, increased for the nine months ended September 30, 2023 as compared to the nine months
ended September 30, 2022 primarily due to a decrease in other income and an increase in foreign exchange losses.
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During the nine months ended September 30, 2022, we recorded other income from a transfer of pre-launch inventory to a
third party, whereas no such other income was recorded during the nine months ended September 30, 2023.

Income Tax Expense

The following table summarizes the income tax expense during the nine months ended September 30, 2023 and
2022 (in thousands):

Nine Months Ended
September 30,
2023 2022 Dollar Change % Change
Income tax expense $ 907 $ 4200 $ (3,293) (78)%

Income tax expense decreased for the nine months ended September 30, 2023 as compared to the nine months
ended September 30, 2022 primarily due to the Company’s estimated taxable loss position for the year ended December 31,
2023, whereas, during the nine months ended September 30, 2022, the Company was in estimated taxable income position
for the calendar year ended December 31, 2022 due to the cash considerations received under the royalty purchase
agreement and the purchase and sale agreement entered into with Royalty Pharma and Sixth Street Partners in June 2022.

Liquidity and Capital Resources

Sources of Liquidity

To date, we have financed our operations primarily through public offerings of our common stock, private
placements of our convertible preferred and common stock, collaborations and license agreements, future royalty and
revenue monetization, and a term loan. Through September 30, 2023, we have received an aggregate of $3.7 billion from
such transactions, including $1.9 billion in aggregate gross proceeds from the sale of common stock in our IPO, follow-on
public offerings, through our “at the market” stock offering program and the equity investment by Roche, $115.1 million in
gross proceeds from the issuance of convertible preferred stock, $175.0 million in gross proceeds from our Royalty
Purchase Agreement with Royalty Pharma, $250.0 million in gross proceeds from our Future Revenue Purchase
Agreement with Sixth Street Partners, $1.0 billion in upfront payments and milestone payments under our collaborations
with Roche, CStone and Zai Lab, our license agreement with Clementia and our former collaboration with Alexion, and
$250.0 million in gross proceeds from a term loan from Sixth Street Partners. In addition, since January 2020, we have also
generated revenue through the sales of our approved drug products.

As of September 30, 2023, we had cash, cash equivalents and marketable securities of $827.2 million.
Cash Flows

The following table provides information regarding our cash flows for the nine months ended September 30, 2023
and 2022:

Nine Months Ended
September 30,
(in thousands) 2023 2022
Net cash used in operating activities $ (357,919) $ (380,872)
Net cash provided by (used in) investing activities 195,271 (96,258)
Net cash provided by financing activities 103,697 559,319
Net increase (decrease) in cash, cash equivalents, and restricted cash $ (58,951) $ 82,189

Net Cash Used in Operating Activities. For the nine months ended September 30, 2023, compared to the same
period in 2022, the $23.0 million decrease in net cash used in operating activities was primarily due to an increase in non-
cash adjustments of $24.2 million and a decrease in net loss of $2.8 million, partially offset by the changes in our operating
assets and liabilities of $4.1 million. The changes in non-cash adjustments were primarily due to the $27.5 million non-
cash customer consideration related to our IDRx License Agreement that was executed during the nine months ended
September 30, 2022, partially offset by the increase of $12.4 million in the net accretion of discounts
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related to our investments in marketable securities. The changes in net cash flows related to changes in our operating assets
and liabilities were generally due to timing of vendor invoices and payments.

Net Cash Provided by (Used in) Investing Activities. For the nine months ended September 30, 2023, compared to
the same period in 2022, the $291.5 million increase in net cash provided by investing activities was primarily due to the
$295.2 million increase in net proceeds received from maturities of our investments in marketable securities.

Net Cash Provided by Financing Activities. For the nine months ended September 30, 2023, compared to the same
period in 2022, the $455.6 million decrease in net cash provided by financing activities was primarily due to the $415.8
million in net proceeds provided by the sale of future royalties and future revenues during the nine months ended
September 30, 2022 and the $39.8 million decrease in net proceeds provided by the term loan facility.

Debt Financing

In June 2022, we entered into a Royalty Purchase Agreement with Royalty Pharma. Pursuant to the Royalty
Purchase Agreement, we received an upfront payment of $175.0 million in consideration for our rights to receive royalty
payments on the net sales of GAVRETO worldwide excluding the CStone Territory and U.S. territory under the terms of
the Roche pralsetinib collaboration agreement. Net proceeds from the transaction were recorded as liabilities related to sale
of future royalties and revenues on the consolidated balance sheet and as of September 30, 2023, the net carrying value of
the liability related to this arrangement was $175.3 million.

In July 2022, we closed a Future Revenue Purchase Agreement with Sixth Street Partners and received gross
proceeds of $250.0 million in exchange for future royalty payments at a rate of 9.75% on up to $900 million each year of
(i) aggregate worldwide annual net product sales of AYVAKIT/AYVAKYT (avapritinib) and (ii) if it is approved,
aggregate worldwide annual net product sales of elenestinib (BLU-263), but excluding sales in Greater China, subject to a
cumulative cap of 1.45 times the upfront invested capital or a total of $362.5 million. In the event that certain revenue
targets are not achieved by specified dates, the royalty rate and cumulative cap shall be increased to 15% and 1.85 times the
invested capital (or $462.5 million), respectively. Net proceeds from the transaction were recorded as liabilities related to
sale of future royalties and revenues on the consolidated balance sheet and as of September 30, 2023, the net carrying value
of the liability related to this arrangement was $264.9 million.

In July 2022, we closed a Financing Agreement for up to $660.0 million with Sixth Street Partners. The Financing
Agreement, entered into by the parties in connection with the transaction provides for (i) a senior secured term loan facility
of up to $150.0 million and (ii) a senior secured delayed draw term loan facility of up to $250.0 million to be funded in two
tranches at our choice subject to certain terms and conditions. The loans will mature on June 30, 2028 and bear interest at a
variable rate equal to either the Secured Overnight Financing Rate (SOFR) plus 6.50% or the base rate plus 5.50%, subject
to a floor of 1% and 2% with respect to the SOFR and base rate, respectively. The initial gross proceeds of $150.0 million
was funded in July 2022. In August 2023, we received the first tranche of the senior secured delayed draw term loan
facility in the amount of $100.0 million in gross proceeds. In addition, we may at any time request an incremental term
loan in an amount not to exceed $260.0 million on terms to be agreed and subject to the consent of the lenders providing
such incremental term loan. As of September 30, 2023, the net carrying value of the term loan was $238.4 million.

Our obligations under the Financing Agreement are secured, subject to certain exceptions, by security interests in
the substantially all of our assets and our certain subsidiaries. The Financing Agreement contains negative covenants that,
among other things and subject to certain exceptions, could restrict our ability to incur additional liens, incur additional
indebtedness, make investments, including acquisitions, engage in fundamental changes, sell or dispose of assets that
constitute collateral, including certain intellectual property, pay dividends or make any distribution or payment on or
redeem, retire or purchase any equity interests, amend, modify or waive certain material agreements or organizational
documents and make payments of certain subordinated indebtedness. The Financing Agreement also requires us to have
consolidated liquidity of at least (i) $50.0 million during the period commencing from the date on which the term loans are
funded to the date which is the day before the next term loans are funded and (ii) $80.0 million for each day thereafter. For
additional information, see Note 3, Financing Arrangements, to our unaudited condensed consolidated financial
statements.
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Funding Requirements

We expect variability in our expenses in connection with our ongoing activities, particularly as we continue the
research and development of, initiate or continue clinical trials of, and seek marketing approval for our drug candidates. In
addition, we expect to incur additional significant commercialization expenses for AY VAKIT/AY VAKYT, GAVRETO and
other drug candidates, if approved, related to drug sales, marketing, manufacturing and distribution to the extent that such
sales, marketing, manufacturing and distribution are not the responsibility of potential collaborators or licensors. We may
incur additional significant costs if we choose to pursue additional indications or geographies for any of our approved
drugs or drug candidates or otherwise expand more rapidly than we presently anticipate. Accordingly, we may seek to
obtain additional funding from time to time in connection with our continuing operations or business objectives. If we are
unable to raise capital when needed or on attractive terms, we may be forced to delay, reduce or eliminate certain of our
research and development programs or future commercialization efforts.

As of September 30, 2023, we had cash, cash equivalents and marketable securities of $827.2 million. Based on
our current operating plans, we anticipate our existing cash, cash equivalents and marketable securities, together with
anticipated future product revenues, will provide sufficient capital to enable us to achieve a self-sustainable financial
profile.

Our future capital requirements will depend on and may increase as a result of many factors, including:

e the success of our commercialization efforts and market acceptance for AYVAKIT/AYVAKYT or any of
our current or future drug candidates for which we receive marketing approval;

e the costs of maintaining, expanding or contracting for sales, marketing and distribution capabilities in
connection with commercialization of AYVAKIT/AYVAKYT and any of our current or future drug
candidates for which we receive marketing approval;

e the costs of securing manufacturing, packaging and labeling arrangements to ensure adequate supply for
development activities and commercial production, including API, drug substance and drug product
material for use in preclinical studies, clinical trials, our compassionate use program and for use as
commercial supply, as applicable;

e the cost of purchasing quantities of agents for use in our clinical trials in connection with our efforts to
develop our drugs and drug candidates, including for development as combination therapies;

e the scope, progress, results and costs of drug discovery, preclinical development, laboratory testing and
clinical trials for our approved drugs and drug candidates;

e the costs, timing and outcome of regulatory review of marketing applications for our drug candidates, to
the extent these expenses are not the responsibility of our collaboration partners;

e the success of our collaborations with CStone, Zai Lab and Proteovant and our license agreements with
Clementia and IDRX, as well as our ability to establish and maintain additional collaborations,
partnerships or licenses on favorable terms, if at all;

e the achievement of milestones or occurrence of other developments that trigger payments under our
existing collaboration or license agreements, our financing arrangements, or any collaboration,

partnership, financing or license agreements that we may enter into in the future;

e the extent to which we are obligated to reimburse, or entitled to reimbursement of, research and
development, clinical or other costs under future collaboration agreements, if any;

e the extent to which we acquire or in-license other approved drugs, drug candidates or technologies and
the terms of any such arrangements;
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e the costs of preparing, filing and prosecuting patent applications, maintaining and enforcing our
intellectual property rights and defending intellectual property-related claims; and

e the costs of continuing to expand our operations.

Identifying potential drug candidates, conducting preclinical development and testing and clinical trials and, for
any drug candidates that receive marketing approval, establishing and maintaining commercial infrastructure is a time-
consuming, expensive and uncertain process that takes years to complete, and we may never generate the necessary data or
results required to obtain additional marketing approvals and achieve substantial revenues for any of our drugs or drug
candidates that receive marketing approval. In addition, our drugs and any current or future drug candidates that receive
marketing approvals may not achieve commercial success. Accordingly, we may need to rely on additional financing to
achieve our business objectives. Adequate additional financing may not be available to us on acceptable terms, or at all.

Until we can generate material net cash inflows from our operations, we may choose to finance our cash needs
primarily through a combination of public and private equity offerings, debt financings, future revenue monetizations,
collaborations, strategic alliances and licensing arrangements. We do not have any committed external sources of funds,
other than our collaborations with CStone and Zai Lab, the license agreements with Clementia and IDRx, the Royalty
Purchase Agreement with Royalty Pharma, and the Financing Agreement with Sixth Street Partners, which are limited in
scope and duration and subject to the achievement of milestones or royalties on sales of licensed products, if any. To the
extent that we raise additional capital through the sale of common stock or securities convertible or exchangeable into
common stock, the ownership interest of our stockholders will be diluted, and the terms of these securities may include
liquidation or other preferences that materially adversely affect the rights of our common stockholders. Additional debt
financing, if available, would increase our fixed payment obligations and may involve agreements that include additional
covenants limiting or restricting our ability to take specific actions, such as incurring additional debt, making capital
expenditures or declaring dividends.

If we raise funds through additional collaborations, strategic alliances, licensing arrangements or future revenue
monetizations with third parties, we may have to relinquish valuable rights to our intellectual property, future revenue
streams, research programs, drugs or drug candidates or to grant licenses on terms that may not be favorable to us. If we
are unable to raise additional funds through equity or debt financings when needed, we may be required to delay, limit,
reduce or terminate our drug development or future commercialization efforts or grant rights to develop and market drug
and drug candidates that we would otherwise prefer to develop and market ourselves.

Contractual Obligations

Our contractual obligations primarily consist of our obligations under non-cancellable operating leases and
unconditional purchase obligations related to certain commercial manufacturing agreements.

During the nine months ended September 30, 2023, there was a decrease of $7.3 million in our contractual
obligations described under “Management’s Discussion and Analysis of Financial Condition and Results of Operations”
included in the Annual Report on Form 10-K for the year ended December 31, 2022.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

As of September 30, 2023 and December 31, 2022, we had cash, cash equivalents and marketable securities of
$827.2 million and $1,078.5 million, respectively, consisting primarily of money market funds and investments in U.S.
government agency and treasury obligations.

Our primary exposure to market risk is interest rate sensitivity, which is affected by changes in the general level of
U.S. interest rates resulting from the Federal Reserve’s raising of interest rates. Due to the short-term duration of our
investment portfolio and the low risk profile of our investments, we believe an immediate 10% change in interest rates
would not have a material effect on the fair market value of our investment portfolio. We have the ability to hold our
investments until maturity, and therefore, we would not expect our operating results or cash flows to be affected to any
significant degree by the effect of a change in market interest rates on our investment portfolio.
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We are also exposed to market risk related to changes in foreign currency exchange rates, including recent
changes resulting from monetary policy from the U.S. and international central banks, inflationary pressures, and

geopolitical developments, or instability or volatility in the global markets. From time to time, we contract with vendors
that are located in Asia and Europe, which are denominated in foreign currencies. We are subject to fluctuations in foreign
currency rates in connection with these agreements. We do not currently hedge our foreign currency exchange rate risk. As
of September 30, 2023 and December 31, 2022, we held limited funds and future obligations denominated in foreign
currencies.

Inflation generally affects us by increasing our cost of labor, clinical trial and manufacturing costs and indirectly
increasing interest rates. Inflation rates, particularly in the U.S., have increased recently to levels not seen in years. We
have not seen a significant impact from inflation on our business, financial condition or results of operations during the
three and nine months ended September 30, 2023. However, if inflation remains at current levels for an extended period of
time, or increases, our costs are likely to increase, which may negatively impact our margins and cash flows.

Item 4. Controls and Procedures
Management’s Evaluation of our Disclosure Controls and Procedures

We maintain “disclosure controls and procedures,” as defined in Rules 13a-15(e) and 15d-15(e) under the
Securities Exchange Act of 1934, as amended, or the Exchange Act, that are designed to ensure that information required
to be disclosed in the reports that we file or submit under the Exchange Act is (1) recorded, processed, summarized and
reported, within the time periods specified in the Securities and Exchange Commission’s rules and forms and (2)
accumulated and communicated to our management, including our principal executive and principal financial officer, as
appropriate to allow timely decisions regarding required disclosure. Our management recognizes that any controls and
procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving their objectives
and our management necessarily applies its judgment in evaluating the cost-benefit relationship of possible controls and
procedures. Our disclosure controls and procedures are designed to provide reasonable assurance of achieving their control
objectives.

Our management, with the participation of our Chief Executive Officer and Chief Financial Officer (our principal
executive officer and principal financial officer, respectively), evaluated the effectiveness of our disclosure controls and
procedures as of September 30, 2023. Based upon such evaluation, our Chief Executive Officer and Chief Financial Officer
have concluded that, as of September 30, 2023, our disclosure controls and procedures were effective at the reasonable
assurance level.

Changes in Internal Control over Financial Reporting
There were no changes in our internal control over financial reporting that occurred during the fiscal quarter
covered by this report that materially affected, or are reasonably likely to materially affect, our internal control over

financial reporting.

PART II - OTHER INFORMATION

Item 1. Legal Proceedings

We are not currently a party to any material legal proceedings, nor are we aware of any governmental proceedings
involving potential monetary sanctions of $300,000 or more.

Item 1A. Risk Factors
The following risk factors and other information included in this Quarterly Report on Form 10-Q should be
carefully considered. The risks and uncertainties described below are not the only ones we face. Additional risks and

uncertainties not presently known to us or that we presently deem less significant may also impair our business operations.
Please see the Section titled “Forward-Looking Statements” of this Quarterly Report on Form 10-Q for a
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discussion of some of the forward-looking statements that are qualified by these risk factors. If any of the following risks
occur, our business, financial condition, results of operations and future growth prospects could be materially and
adversely affected.

Risk Factor Summary

Below is a summary of the material risks to our business, operations and the investment in our common stock.
This summary does not address all of the risks that we face. Risks and uncertainties not presently known to us or that we
presently deem less significant may also impair our business operations. Additional discussion of the risks summarized in
this risk factor summary, and other risks that we face, can be found below and should be carefully considered, together with
other information in this Quarterly Report on Form 10-Q in its entirety before making investment decisions regarding our
common stock.

e  We are in the process of growing as a commercial company and the marketing and sale of AYVAKIT®
(avapritinib) (marketed in Europe under the brand name AYVAKYT®), GAVRETO® (pralsetinib) or
any future approved drugs may be unsuccessful or less successful than anticipated.

e The commercial success of our current and future drugs will depend upon the degree of market
acceptance by physicians, patients, third-party payors and others in the medical community.

e If the market opportunities for our approved drugs or drug candidates are smaller than we estimate or if
any approval that we obtain is based on a narrower definition of the patient population, our revenue and
ability to achieve profitability may be adversely affected.

e  We face substantial competition, which may result in our commercial opportunity being reduced or
limited by others commercializing, developing or discovering drugs before or more successfully than we
do.

e  Product liability lawsuits against us could cause us to incur substantial liabilities and could limit
commercialization of any of our approved drugs or drug candidates that we may develop.

e If we are unable to obtain regulatory approval for our drug candidates (including for avapritinib in
additional geographies, particularly for indolent SM in geographies outside of the U.S.) and ultimately
commercialize them, or experience significant delays in doing so, our business may be materially
harmed.

e If we experience delays or difficulties in the enrollment of patients in clinical trials, our receipt of
necessary regulatory approvals could be delayed or prevented.

e If we are not able to obtain, or if there are delays in obtaining, required regulatory approvals for our drug
candidates and, if applicable, for any related companion diagnostic tests, we will not be able to
commercialize, or may be delayed in commercializing, such drug candidates, and our ability to generate
revenue will be materially impaired.

e  Our drugs and drug candidates may cause undesirable side effects that could delay or prevent their
regulatory approval, limit the commercial profile of an approved label, result in restrictive distribution or
result in other negative consequences following marketing approval, if any.

e Positive preclinical data, individual case report presentations, and interim or early or clinical results for
our drug candidates may not be indicative of future results and may not evolve into final clinical data
that supports continued clinical development or into registration-enabling data.

e We may not be successful in our efforts to expand our pipeline of drug candidates.

e  We are required to comply with comprehensive and ongoing regulatory requirements for any of our
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current or future approved drugs, including conducting confirmatory clinical trials for any drug that
receives accelerated approval. In addition, our current or future approved drugs could be subject to
labeling and other restrictions and market withdrawal and we may be subject to penalties if we fail to
comply with regulatory requirements or experience unanticipated problems with our drugs.

We have incurred operating losses since our inception and anticipate that we will incur continued losses
for the foreseeable future.

We have entered into collaborations and licenses with our partners for the development and
commercialization of several of our drugs and drug candidates. If our collaborations are not successful,
we may not be able to capitalize on the market potential of these drugs and drug candidates.

We rely on third parties to conduct our clinical trials. If these third parties do not successfully carry out
their contractual duties, comply with regulatory requirements or meet expected deadlines, we may not be
able to obtain regulatory approval for or commercialize our drug candidates and our business could be
substantially harmed.

We contract with third parties for the manufacture of our approved drugs and drug candidates, including
for preclinical, clinical and commercial supply. This reliance on third parties increases the risk that we
will not have sufficient quantities of our approved drugs or drug candidates or such quantities at an
acceptable cost, which could delay, prevent or impair our development or commercialization efforts.

If we are unable to adequately protect our proprietary technology or obtain and maintain patent
protection for our technology and drugs or if the scope of the patent protection obtained is not
sufficiently broad, our competitors could develop and commercialize technology and drugs similar or
identical to ours, and our ability to successfully commercialize our technology and drugs may be
impaired.

Third parties may initiate legal proceedings alleging that we are infringing their intellectual property
rights, the outcome of which would be uncertain and could have a material adverse effect on the success
of our business.

We may acquire or in-license businesses, technologies or platforms, approved drugs, drug candidates or
discovery-stage programs, or form strategic alliances, collaborations or partnerships, in the future, and
we may not realize the benefits of such acquisitions, in-licenses, alliances, collaborations or partnerships.

The price of our common stock has been and may in the future be volatile and fluctuate substantially.

Risks Related to Commercialization

We are in the process of growing as a commercial company and the marketing and sale of AYVAKIT/AYVAKYT,
GAVRETO or any future approved drugs may be unsuccessful or less successful than anticipated.

We have

two approved precision therapies, AYVAKIT/AYVAKYT and GAVRETO. While we have been

commercializing AYVAKIT in the U.S. and AYVAKYT in Europe and co-commercializing GAVRETO with Roche in the
U.S., we only have several years’ experience as a commercial company, and we have a limited track record demonstrating
our ability to successfully overcome the many of the risks and uncertainties encountered by companies commercializing
drugs in the biopharmaceutical industry. Marketing applications for avapritinib and pralsetinib are currently under review
or planned in the U.S. or globally. To execute our business plan, in addition to successfully marketing and selling our
approved drugs, we will need to successfully:

establish and maintain our relationships with healthcare providers who will be treating patients who may
receive our drugs and any future drugs;
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e obtain and maintain adequate pricing and reimbursement for AY VAKIT/AYVAKYT and any future
drugs;

e gain regulatory acceptance for the development and commercialization of current or future drug
candidates in our pipeline, including for additional indications or in additional geographies for marketed
drugs in our portfolio;

e maintain our existing collaborations with CStone Pharmaceuticals, or CStone, and Zai Lab;

e expand our global operations or enter into collaboration, partnerships or distribution arrangements in
geographies where we may not have current operations or expertise; and

e manage our spending as costs and expenses increase due to clinical trials, marketing approvals, and
commercialization.

If we are unsuccessful in accomplishing these objectives, we may not be able to successfully commercialize our
current or future approved drugs, develop current or future drug candidates, expand our business or continue our
operations.

The commercial success of AYVAKIT/AYVAKYT and GAVRETO, as well as any other drugs that we may bring to the
market, will depend upon the degree of market acceptance by physicians, patients, third-party payors and others in the
medical community.

AYVAKIT/AYVAKYT and GAVRETO, as well any other drugs that we may bring to the market, may not gain
market acceptance by physicians, patients, third-party payors and others in the medical community. If these drugs do not
achieve an adequate level of acceptance, we may not generate significant product revenues and may not become profitable.
The degree of market acceptance for AY VAKIT/AYVAKYT and GAVRETO, as well as any current or future drug
candidates for which we receive marketing approval, will depend on a number of factors, including:

e the potential efficacy and potential advantages over alternative treatments;

e the prevalence and severity of any side effects, including any limitations or warnings contained in the
drug’s approved labeling;

e the relative convenience and ease of administration;
o the willingness of eligible patients to try new therapies and of physicians to prescribe these therapies;
e the length of time that patients who are prescribed our drugs remain on treatment;

e the pricing of our drugs and any current or future drug candidates for which we receive marketing
approval;

e publicity concerning our current and future drugs, or competing products and treatments; and
e sufficient third-party insurance coverage or reimbursement.

Even if a drug candidate displays a favorable efficacy and safety profile in preclinical and clinical studies and the
drug candidate receives marketing approval, market acceptance of the drug will not be known until after it is launched. Our
efforts to educate the medical community and third-party payors on the benefits of our drugs may require significant
resources, including more resources than those required for treatments marketed by competitors, and may never be
successful. Any of these factors may cause our approved drugs, as well as any current or future drug candidates for which
we receive marketing approval, to be unsuccessful or less successful than anticipated.
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If we are unable to establish additional commercial capabilities and infrastructure, we may be unable to generate
sufficient revenue to sustain our business.

We continue to build out our commercial capabilities and infrastructures and have been growing our sales and
distribution experience and capabilities for marketing and market access. To successfully commercialize our approved
drugs or any current or future drug candidates for which we receive marketing approval, we will need to continue to
develop these capabilities and further expand our infrastructure to support commercial operations in the U.S., Europe and
other regions, either on our own or with others. We may be competing with many companies that currently have extensive
and well-funded marketing and sales operations. Without a significant internal team or the support of a third party to
perform these functions, including marketing and sales functions, we may be unable to compete successfully against these
more established companies.

We cannot be sure that we will be able to or can successfully compete with other companies to recruit, hire and
retain a sufficient number of sales representatives or that they will be effective at promoting our drugs. In addition, we will
need to commit significant additional management and other resources to maintain and grow our sales organization. We
may not be able to achieve the necessary development and growth in a cost-effective manner or realize a positive return on
our investment.

Factors that may inhibit our efforts to commercialize our drugs include:
e our inability to recruit, train and retain adequate numbers of sales and marketing personnel;

e the inability of sales personnel to obtain access to or to persuade adequate numbers of physicians to
prescribe our drugs;

e unforeseen costs and expenses associated with maintaining an independent sales and marketing
organization; and

e delays or disruptions to sales and marketing activities.

In the event that we are unable to effectively deploy our sales organization or distribution strategy on a timely and
efficient basis, if at all, the commercialization of our drugs could be delayed which would negatively impact our ability to
generate product revenues.

If the market opportunities for our approved drugs or drug candidates are smaller than we estimate or if any approval
that we obtain is based on a narrower definition of the patient population, our revenue and ability to achieve
profitability will be adversely affected.

The precise incidence and/or prevalence for SM, chronic urticaria and other mast cell disorders, RET-altered
cancers, EGFR-mutated NSCLC, CDK2-vulnerable cancers and GIST are unknown. Our projections of the number of
people who have these diseases, the frequency of the genetic alterations targeted by our drugs and drug candidates and the
subset of patients who have the potential to benefit from our treatment options are based on estimates. These estimates
have been derived from a variety of sources, including scientific literature, surveys of clinics, patient foundations or third-
party market research, and may prove to be incorrect. Further, new studies may change the estimated incidence or
prevalence of these cancers and the number of patients may turn out to be lower than expected. Additionally, the potentially
addressable patient population for our approved drugs and drug candidates may be limited or may not be amenable to
treatment with our precision therapies.

Accordingly, the incidence and/or prevalence of the diseases we aim to address may not be otherwise amenable to
treatment with our drugs, patients treated with our drugs and drug candidates may develop mutations that confer resistance
to treatment or new patients may become increasingly difficult to identify or gain access to, all of which would adversely
affect our results of operations and our business.
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We face substantial competition, which may result in others commercializing, developing or discovering drugs before or
more successfully than we do.

The development and commercialization of new drugs is highly competitive. We face competition with respect to
our drugs and current clinical-stage drug candidates, and we will face competition with respect to any drugs and drug
candidates that we may seek to develop or commercialize in the future, from major pharmaceutical companies, specialty
pharmaceutical companies and biotechnology companies worldwide. There are a number of large pharmaceutical and
biotechnology companies that currently market and sell drugs or are pursuing the development of therapies in the field of
kinase inhibition for cancer and other diseases. Some of these competitive drugs and therapies are based on scientific
approaches that are the same as or similar to our approach, and others are based on entirely different approaches. Potential
competitors also include academic institutions, government agencies and other public and private research organizations
that conduct research, seek patent protection and establish collaborative arrangements for research, development,
manufacturing and commercialization. Specifically, there are a large number of companies developing or marketing
treatments for cancer, including many major pharmaceutical and biotechnology companies.

AYVAKIT/AYVAKYT and elenestinib (BLU-263) face competition for advanced SM from Novartis AG’s
midostaurin and imatinib, and may face competition from drug candidates in development, including that being developed
by Cogent Biosciences, Inc. Avapritinib and elenestinib may face non-advanced SM competition from drug candidates in
development, including those being developed by AB Science S.A., Allakos Inc., Celldex Therapeutics, Inc., Cogent
Biosciences, Inc. and Invea Therapeutics Inc.

AYVAKIT/AYVAKYT may face competition from drug candidates in development for PDGFRA-driven GIST,
including those being developed by AB Science S.A., ARIAD Pharmaceuticals, Inc., a wholly-owned subsidiary of Takeda
Pharmaceutical Company Limited, AROG Pharmaceuticals, Inc., AstraZeneca plc, Celldex Therapeutics, Inc., Cogent
Biosciences, Inc., Deciphera Pharmaceuticals, LLC, Exelixis, Inc., Ningbo Tai Kang Medical Technology Co. Ltd. and
Xencor, Inc.

GAVRETO faces competition for RET fusion-positive NSCLC and RET fusion-positive thyroid cancer, from Eli
Lilly and Company’s selpercatinib. If pralsetinib receives marketing approval for patients with other solid tumors, it will
also face competition from selpercatinib for these additional indications. In addition, pralsetinib may face competition from
other drug candidates in development for RET-altered cancers, including those being developed by AstraZeneca plc,
Boston Pharmaceuticals, Inc., Eisai Inc., Exelixis, Inc., GlaxoSmithKline plc, Mirati Therapeutics, Inc., Novartis AG,
Pfizer Inc., and Stemline Therapeutics, Inc., as well as several approved multi-kinase inhibitors with RET activity being
evaluated in clinical trials, including alectinib, apatinib, cabozantinib, dovitinib, lenvatinib, sorafenib, sunitinib and
vandetinib.

We are developing BLU-525 and BLU-945 for treatment-resistant EGFR-mutated NSCLC, which, if approved,
will face competition from AstraZeneca plc’s osimertinib and aumolertinib, which is under collaboration between Jiangsu
Hansoh Pharmaceutical Group Co., Ltd. and EQRX, Inc. and approved in China. In addition, BLU-525 and BLU-945 may
face competition from drug candidates in development for EGFR-mutated NSCLC, including those being developed by
Abbisko Therapeutics Co. Ltd, Shanghai Allist Pharmaceuticals Co. Ltd. (Allist), Arrivent Biopharma, Inc., Betta
Pharmaceuticals Co. Ltd., Black Diamond Therapeutics, Inc., Boehringer Ingelheim RCV GmbH & Co KG, Bridge
Biotherapeutics, Inc., C4 Therapeutics, Inc., Daiichi Sankyo Company, Limited, Janssen Pharmaceuticals, Inc., J INTS
Bio, Kanaph Therapeutics Inc., Qilu Pharmaceutical Co., Ltd., RedCloud Bio, Scorpion Therapeutics, Inc., Suzhou Junjing
Biosciences, Suzhou Puhe Biopharma Co. Limited, Systimmune, Taiho Oncology, Therapex, Theseus Pharmaceuticals,
Inc.

We are developing BLU-451 for NSCLC driven by EGFR exon 20 insertions or other rare, atypical mutations,
which, if approved, will face competition from AstraZeneca plc’s osimertinib, Boehringer Ingelheim Pharmaceuticals’
afatinib, and Janssen Pharmaceuticals’s amivantamab. In addition, BLU-451 may face competition from drug candidates in
development for NSCLC driven by EGFR exon 20 insertions or other rare, atypical mutations, including those being
developed by Abbisko Therapeutics Co., Ltd., Allist Pharmaceuticals Co. Ltd., Arrivent Biopharma, Inc., Avistone, Bayer
AG, Black Diamond Therapeutics, Cullinan Oncology, Inc., Daiichi Sankyo Company, Limited, Dizal Pharmaceutical Co.
Ltd., Shenzhen Forward Pharmaceutical Co., Ltd., Huadong Medicine Co., Ltd., Shanghai Junshi Biosciences Co., Ltd.,
Oric Pharmaceuticals, Inc., Scorpion Therapeutics, Inc., Suzhou Puhe Biopharma Co. Limited, Taiho Oncology, and TYK
Medicines, Inc.
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We are developing BLU-222 for cancers vulnerable to CDK?2 inhibition, including CCNE1-aberrant cancers,
which, if approved, will face competition from indication-specific therapies such as AstraZeneca and Daiichi Sankyo’s
Enhertu, AstraZeneca and Merck’s olaparib, Clovis Oncology’s rucaparib, Eisai’s lenvatinib, Genentech’s bevacizumab,
GSK’s niraparib, GSK’s dostarlimab, Menarini Group & Stemline Therapeutics’ elacestrant, Merck’s pembrolizumab, and
Novartis’ alpelisib. In addition, BLU-222 may face competition from drug candidates in development, including those
being developed by Acrivon Therapeutics, Allorion Therapeutics, Inc., Anrui Biomedical Technology, Arvinas,
AstraZeneca plc, Aucentra Therapeutics, BioTheryX, Inc., Cedilla Therapeutics, Inc., Cyclacel Pharmaceuticals Inc., Eli
Lilly and Company, Exelixis, Gilead Sciences, Inc., IMPACT Therapeutics, Inc., Incyclix Bio, LLC, Incyte Corporation,
Monte Rosa Therapeutics, Inc., Pfizer Inc., Plexium, Inc., Regor Therapeutics Inc., Relay Therapeutics, Inc., Repare
Therapeutics, Inc., Satya Pharma Innovations Pvt. Ltd., and Zentalis Pharmaceuticals, Inc.

We are developing BLU-852 for advanced cancers susceptible to MAP4K1 inhibition, which, if approved, will
face competition from immuno-oncology products, including those developed by Bristol-Myers Squibb Company, Merck
& Co., Inc., Regeneron Pharmaceuticals, Inc., Sanofi S.A., and AstraZeneca plc. In addition, BLU-852 may face
competition from drug candidates in development for advanced cancers susceptible to MAP4K1 inhibition, including those
being developed by 1st Biotherapeutics, Inc., BeiGene Ltd., Glenmark Pharmaceuticals Limited, MingMed Biotechnology
Co., Ltd., Nimbus Therapeutics, LLC, Pfizer Inc., Regor Pharmaceuticals Inc., and Treadwell Therapeutics, Inc.

We are developing BLU-808 for chronic urticaria, which if approved, will face competition from other therapies,
including omalizumab developed by Genentech and Novartis. In addition, BLU-808 may face competition from drug
candidates in development for chronic urticaria, including those developed by Allakos Inc., Amgen Inc., AstraZeneca plc,
Celldex Therapeutics, Inc., Escient Pharmaceuticals, Inc., Evommune, Inc, Incyte Corporation, Inmagene
Biopharmaceuticals Co. Ltd., Jasper Therapeutics, Inc., Modulus Discovery Inc., Novartis AG, Regeneron
Pharmaceuticals, Inc., Sanofi S.A., and Third Harmonic Bio, Inc.

Many of the companies against which we are competing or against which we may compete in the future have
significantly greater financial resources and expertise in research and development, manufacturing, preclinical testing,
conducting clinical trials, obtaining regulatory approvals and marketing approved drugs than we do. Mergers and
acquisitions in the pharmaceutical, biotechnology and diagnostic industries may result in even more resources being
concentrated among a smaller number of our competitors. Smaller or early-stage companies may also prove to be
significant competitors, particularly through collaborative arrangements with large and established companies. These
competitors also compete with us in recruiting and retaining qualified scientific and management personnel and
establishing clinical trial sites and patient registration for clinical trials, as well as in acquiring technologies complementary
to, or necessary for, our programs.

Our commercial opportunity could be reduced or eliminated if our competitors develop and commercialize drugs
that are safer, more effective, have fewer or less severe side effects, are more convenient or are less expensive than any
drugs that we or our collaborators may develop. Our competitors also may obtain FDA or other regulatory approval for
their drugs more rapidly than we may obtain approval for ours, which could result in our competitors establishing a strong
market position before we or our collaborators are able to enter the market. The key competitive factors affecting the
success of all of our drug candidates, if approved, are likely to be their efficacy, safety, convenience, price, the
effectiveness of any related companion diagnostic tests, the level of generic competition and the availability of
reimbursement from government and other third-party payors.

Product liability lawsuits against us could cause us to incur substantial liabilities and could limit commercialization of
any of our approved drugs or drug candidates that we may develop.

We face an inherent risk of product liability exposure related to the testing of our approved drugs and drug
candidates in human clinical trials and use of our drug candidates through compassionate use programs, and an even
greater risk in connection with our commercialization of our current and future drugs. If we cannot successfully defend
ourselves against claims that any of our approved drugs or drug candidates caused injuries, we could incur substantial
liabilities. Regardless of merit or eventual outcome, liability claims may result in:

e decreased demand for any of our approved drugs or drug candidates that we may develop and
commercialize;
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e injury to our reputation and significant negative media attention;

e withdrawal of clinical trial participants;

e significant costs to defend the related litigation;

e substantial monetary awards to trial participants or patients;

e Joss of revenue; and

e the inability to commercialize any of approved drugs or drug candidates that we may develop.

Although we maintain product liability insurance coverage, it may not be adequate to cover all liabilities that we
may incur. We anticipate that we may need to further increase our insurance coverage as we begin additional clinical trials
or if we successfully commercialize additional drug candidates. 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.

Increasing demand for compassionate use of our drug candidates could negatively affect our reputation and harm our
business.

We are developing drug candidates for the treatment of indications for which there are currently limited or no
available therapeutic options. It is possible for individuals or groups to target companies with disruptive social media
campaigns related to a request for access to unapproved drugs for patients with significant unmet medical need. If we
experience a similar social media campaign regarding our decision to provide or not provide access to any of our current or
future drug candidates under an expanded access policy, our reputation may be negatively affected and our business may be
harmed.

Media attention to individual patients’ expanded access requests has resulted in the introduction and enactment of
legislation at the local and national level referred to as “Right to Try” laws, such as the federal Right to Try Act of 2017,
which are intended to allow patients access to unapproved therapies earlier than traditional expanded access programs. A
possible consequence of both activism and legislation in this area may be the need for us to initiate an unanticipated
expanded access program or to make our drug candidates more widely available sooner than anticipated.

In addition, some patients who receive access to drugs prior to their commercial approval through compassionate
use, expanded access programs or right to try access, collectively referred to as compassionate use programs, have life-
threatening illnesses and have exhausted all other available therapies. The risk for serious adverse events in this patient
population is high, which, if those adverse events are determined to be drug-related, could have a negative impact on the
safety profile of our drug candidates if we were to provide them to these patients, which could cause significant delays or
an inability to successfully commercialize our drug candidates and materially harm our business. If we were to provide
patients with any of our drug candidates under a compassionate use program, our supply capabilities may limit the number
of patients who are able to enroll in the program and we may in the future need to restructure or pause any compassionate
use program in order to enroll sufficient numbers of patients in our controlled clinical trials required for regulatory
approval and successful commercialization of our drug candidates, which could prompt adverse publicity or other
disruptions related to current or potential participants in such programs.

If we or our collaborators are unable to successfully develop and commercialize companion diagnostic tests for our
drugs and drug candidates, or experience significant delays in doing so we may not realize the full commercial potential
of our drugs and drug candidates.

Because we are focused on precision medicine, in which predictive biomarkers will be used to identify the right
patients for our drugs and drug candidates, we believe that our success may depend, in part, on the development and
commercialization of companion diagnostic tests. There has been limited success to date industry-wide in developing and
commercializing these types of companion diagnostic tests. To be successful, we need to address a number of scientific,
technical and logistical challenges. We have entered into agreements to develop and/or commercialize companion
diagnostic tests with third parties, including for avapritinib in order to identify GIST patients with the
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PDGFRA D842V mutation, and pralsetinib in order to identify NSCLC patients with RET fusions. We have limited
experience in the development and commercialization of companion diagnostic tests with third parties and may not be
successful in developing and commercializing appropriate companion diagnostic tests with third parties to pair with our
approved drugs or drug candidates that receive marketing approval. In addition, current commercially available diagnostic
tests may become unavailable in the future. Companion diagnostic tests are subject to regulation by the FDA and similar
regulatory authorities outside the U.S. as medical devices and require separate regulatory clearance or approval prior to
commercialization. We are relying on third parties to design, manufacture, obtain regulatory clearance or approval for and
commercialize the companion diagnostic tests, including for avapritinib and pralsetinib, and we expect to rely in whole or
in part on third parties to design, manufacture, obtain regulatory clearance or approval for and commercialize any other
companion diagnostic tests for current and future drug candidates. We and our collaborators may encounter difficulties in
developing and obtaining clearance or approval for the companion diagnostic tests, including issues relating to
selectivity/specificity, analytical validation, reproducibility, or clinical validation. In addition, our collaborators for any
companion diagnostic test that we may seek to develop:

e may not perform their respective obligations as expected or as required under our agreements with them;

® may not pursue commercialization of a companion diagnostic test even if it receives any required
regulatory clearances or approvals;

e may elect not to continue the development of a companion diagnostic test based on changes in their or
other third parties’ strategic focus or available funding, or external factors, such as an acquisition, that
divert resources or create competing priorities;

e may not commit sufficient resources to the marketing and distribution of a companion diagnostic test;
and

e may terminate their relationship with us.

Any delay or failure by us or our collaborators to develop or obtain regulatory clearance or approval of the
companion diagnostic tests could delay, prevent or revoke approval of our drug candidates. If we, or any third parties that
we have engaged or may in the future engage to assist us are unable to successfully develop and commercialize companion
diagnostic tests for our drugs and drug candidates, or experience delays in doing so:

o the development of our approved drugs and drug candidates may be adversely affected if we are unable
to appropriately select patients for enrollment in our clinical trials;

e our drug candidates may not receive marketing approval if safe and effective use of a therapeutic drug
candidate depends on an in vitro diagnostic;

e regulatory authorities may impose post-marketing requirements regarding the development and
commercialization of companion diagnostic tests for our drugs and drug candidates; and

e we may not realize the full commercial potential of any of our approved drugs or drug candidates that
receive marketing approval if, among other reasons, we are unable to appropriately select patients who
are likely to benefit from treatment with our drugs.

As aresult, our business may be materially harmed.

In addition, third-party collaborators may encounter production difficulties that could constrain the supply of the
companion diagnostic tests, and both they and we may have difficulties gaining acceptance of the use of the companion
diagnostic tests in the clinical community. If such companion diagnostic tests fail to gain market acceptance, it would have
an adverse effect on our ability to derive revenues from sales of our current and future drugs. In addition, the diagnostic
company with whom we contract may decide to discontinue selling or manufacturing the companion diagnostic test that we
anticipate using in connection with development and commercialization of our approved drugs and drug candidates or our
relationship with such diagnostic company may otherwise terminate. We may not be able to
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enter into arrangements with another diagnostic company to obtain supplies of an alternative diagnostic test for use in
connection with the development and commercialization of our drugs and drug candidates or do so on commercially
reasonable terms, which could adversely affect and/or delay the development or commercialization of our drugs and drug
candidates.

Our reliance on single-source third-party suppliers could harm our ability to commercialize our drugs or any drug
candidates that may be approved in the future.

We do not currently own or operate manufacturing facilities for the production of our drugs or any drug
candidates that may be approved in the future. We primarily rely on single-source third-party suppliers to manufacture and
supply our drugs, which may not be able to produce sufficient inventory to meet commercial demand in a timely manner,
or at all. Our third-party suppliers may not be required to provide us with any guaranteed minimum production levels or
have dedicated capacity for our drugs. As a result, there can be no assurances that we will be able to obtain sufficient
quantities of our drugs or any other drug candidates that may be approved in the future, which could have a material
adverse effect on our business as a whole.

If we are unable to establish, maintain and, if necessary, expand sales and marketing capabilities or enter into
agreements with third parties to sell and market our drugs and drug candidates, we may not be successful in
commercializing our drugs and drug candidates if and when they are approved.

There are risks involved with both establishing our own sales and marketing capabilities and entering into
arrangements with third parties to perform these services. For example, recruiting and training a sales force is expensive
and time-consuming and could delay any drug launch. If the commercial launch of a drug candidate or a new indication for
a drug product for which we establish marketing capabilities is delayed or does not occur for any reason, we would have
prematurely or unnecessarily incurred these commercialization expenses, which may be costly.

If we enter into arrangements with third parties to perform sales, marketing and distribution services, our drug
revenues or the profitability of these drug revenues to us are likely to be lower than if we were to market and sell any
current or future drugs ourselves. We likely will have little control over such third parties, and any of them may fail to
devote the necessary resources and attention to sell and market our drugs effectively. In addition, we may not be successful
in entering into arrangements with third parties to sell and market our current and future drugs or may be unable to do so
on terms that are favorable to us.

If we do not establish, maintain and, if necessary, expand sales and marketing capabilities successfully, either on
our own or in collaboration with third parties, we will not be successful in commercializing our drugs and drug candidates,
if approved. Further, our business, results of operations, financial condition and prospects will be materially adversely
affected.

Risks Related to Drug Development and Regulatory Approval

If we are unable to advance our drug candidates to clinical development, obtain requlatory approval for our drug
candidates, including for avapritinib in additional geographies, particularly for indolent SM in geographies outside of
the U.S., and ultimately commercialize them, or experience significant delays in doing so, our business will be
materially harmed.

Our ability to generate material net cash inflows from our operations will depend heavily on the successful
development and commercialization of our drugs and drug candidates. Each of our drug candidates will require additional
preclinical or clinical development, management of clinical, preclinical and manufacturing activities, regulatory approval
in multiple jurisdictions, obtaining manufacturing supply, substantial investment and significant marketing efforts before
we generate substantial revenues from sales for those drug candidates, if approved. In addition, for some of our drug
candidates, in order to select patients most likely to respond to treatment and rapidly confirm mechanistic and clinical
proof-of-concept, or to identify appropriate patients for our drugs or drug candidates for which we obtain approval, we may
be required or we may seek to develop companion diagnostic tests, which are assays or tests to identify an appropriate
patient population. Companion diagnostic tests are subject to regulation as medical devices and must themselves be cleared
or approved for marketing by the FDA or certain other foreign regulatory agencies before we
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may commercialize our drug candidates. The success of our approved drugs and drug candidates will depend on several
factors, including the following:

e successful enrollment in, and initiation and completion of, clinical trials, including our ongoing and
planned clinical trials for our drugs and drug candidates as monotherapies and in combination with other
agents;

e successful initiation and completion of preclinical studies for our other drug candidates;
e successful development of any companion diagnostic tests for use with our drugs and drug candidates;

e receipt of regulatory approvals from applicable regulatory authorities and transitioning any conditional
marketing authorizations to full approvals;

e in-house commercial manufacturing capabilities or arrangements with third-parties for clinical supply
and commercial manufacturing, packaging and labeling and the receipt by such third-party manufacturers
of requisite approvals to supply commercial inventories of our approved drugs and drug candidates;

e obtaining and maintaining patent and trade secret protection or regulatory exclusivity for our drugs and
drug candidates;

e successful commercialization of our approved drugs and drug candidates, if and when approved, whether
alone or in collaboration with others;

e acceptance of our approved drugs and drug candidates, if and when approved, by patients, the medical
community and third-party payors;

o effectively competing with other therapies;

e obtaining and maintaining healthcare coverage and adequate reimbursement;

e enforcing and defending intellectual property rights and claims; and

e maintaining a continued acceptable safety profile of our drugs and drug candidates following approval.

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 commercialize our drugs and drug candidates, which would materially harm our
business. If we do not receive regulatory approvals for our drug candidates, we may not be able to continue our operations.

If we experience delays or difficulties in the enrollment of patients in clinical trials, our receipt of necessary regulatory
approvals could be delayed or prevented.

We may not be able to initiate or continue clinical trials for our drug candidates, if we are unable to locate and
enroll a sufficient number of eligible patients to participate in these trials as required by the FDA or similar regulatory
authorities outside the U.S. Because the target patient populations for our drug candidates and approved drugs in clinical
development for additional indications are relatively small, it may be difficult to successfully identify patients. Although
we have entered into or plan to enter into agreements with third parties to develop companion diagnostic tests for use in
some of our other current or future clinical trials in order to help identify eligible patients, we may experience delays in
reaching, or fail to reach, agreement on acceptable terms to develop such companion diagnostic tests. Any third parties
whom we engage to develop companion diagnostic tests may experience delays or may not be successful in developing
such companion diagnostic tests, furthering the difficulty in identifying patients for our clinical trials. In addition, current
commercially available diagnostic tests to identify appropriate patients for our clinical trials or any approved drug
candidates may become unavailable in the future.
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In addition, we experienced some delays or disruptions in enrollment in our ongoing clinical trials due to the
COVID-19 pandemic, and we may experience additional delays or disruptions in the future due to the changes in local site
or IRB policies, availabilities of site staff, and reprioritization of hospital resources. Furthermore, some of our competitors
have ongoing clinical trials for drug candidates that treat the same indications as our drug candidates and approved drugs in
clinical development for additional indications, and patients who would otherwise be eligible for our clinical trials may
instead enroll in clinical trials of our competitors’ drug candidates.

Patient enrollment may be affected by other factors including:
e the severity of the disease under investigation;
e the size of the target patient population;
e the eligibility criteria for the clinical trial;
e the availability of an appropriate genomic screening test;
e the perceived risks and benefits of the drug candidate under study;
e the efforts to facilitate timely enrollment in clinical trials;
e the patient referral practices of physicians;
e the ability to monitor patients adequately during and after treatment; and
e the proximity and availability of clinical trial sites for prospective patients.

Our inability to identify patients appropriate for enrollment in our clinical trials, or to enroll a sufficient number of
patients in our clinical trials, would result in significant delays and could require us to abandon one or more clinical trials
altogether. Enrollment delays in our clinical trials may result in increased development costs for our drug candidates, which
would cause the value of our company to decline and limit our ability to obtain additional financing. If we are unable to
include patients with the driver of the disease, including the applicable genomic alteration for diseases in genomically
defined patient populations, this could compromise our ability to seek participation in the FDA’s expedited review and
approval programs, including breakthrough therapy designation and fast track designation, or otherwise to seek to
accelerate clinical development and regulatory timelines.

If we are not able to obtain, or if there are delays in obtaining, required regulatory approvals for our drug candidates
and, if applicable, for any related companion diagnostic tests, we will not be able to commercialize, or may be delayed in
commercializing, such drug candidates, and our ability to generate revenue will be materially impaired.

Our drug candidates and any companion diagnostic tests related to our approved drugs or drug candidates,
including the companion diagnostic tests that we are developing or have developed for avapritinib in order to identify GIST
patients with the PDGFRA D842V mutation, and pralsetinib in order to identify NSCLC patients with RET fusions, and
the activities associated with their development and commercialization, including their design, testing, manufacture, safety,
efficacy, recordkeeping, labeling, storage, approval, advertising, promotion, sale, distribution, import and export, are
subject to comprehensive regulation by the FDA and other regulatory agencies in the U.S. and by comparable authorities in
other countries. Before we can commercialize any of our drug candidates, we must obtain marketing approval. We may
also need marketing clearance or approval for any related companion diagnostic tests, including the companion diagnostic
tests that we are developing for avapritinib and pralsetinib.

We expect to rely on third-party CROs and/or regulatory consultants to assist us in filing and supporting the
applications necessary to gain regulatory approvals. Securing regulatory approval requires the submission of extensive
preclinical and clinical data and supporting information to the various regulatory authorities for each therapeutic indication
to establish the drug candidate’s safety and efficacy. Securing regulatory approval also requires the submission of
information about the drug manufacturing process to, and inspection of manufacturing facilities by, the
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relevant regulatory authority. Should FDA determine that an inspection is necessary for approval of a marketing application
and an inspection cannot be completed during the review cycle due to restrictions on travel, FDA has stated that it
generally intends to issue a complete response letter. Further, if there is inadequate information to make a determination on
the acceptability of a facility, FDA may defer action on the application until an inspection can be completed. Our drug
candidates may not be effective, may be only moderately effective or may prove to have undesirable or unintended side
effects, toxicities or other characteristics that may preclude our obtaining marketing approval or prevent or limit
commercial use.

The process of obtaining regulatory approvals, if approval is obtained at all, both in the U.S. and abroad is
expensive, may take many years if additional clinical trials are required and can vary substantially based upon a variety of
factors, including the type, complexity and novelty of the drug candidates involved. Changes in marketing approval
policies during the development period, changes in or the enactment of additional statutes or regulations, or changes in
regulatory review for each submitted NDA for a drug candidate, pre-market approval, or PMA, application for a
companion diagnostic test or equivalent application types, may cause delays in the approval or rejection of an application.
The FDA and comparable authorities in other countries have substantial discretion in the approval process and may refuse
to accept any application or may decide that our data are insufficient for approval and require additional preclinical, clinical
or other studies. We currently have multiple marketing applications for our drug candidates under review across the world.

Our drug candidates could be delayed in receiving, or fail to receive, regulatory approval for many reasons,
including the following:

e the FDA or comparable foreign regulatory authorities may disagree with the design or implementation of
our clinical trials;

e we may be unable to demonstrate to the satisfaction of the FDA or comparable foreign regulatory
authorities that a drug candidate is safe and effective for its proposed indication or a related companion
diagnostic test is suitable to identify appropriate patient populations;

e the results of clinical trials may not meet the level of statistical significance required by the FDA or
comparable foreign regulatory authorities for approval;

e we may be unable to demonstrate that a drug candidate’s clinical and other benefits outweigh its safety
risks;

e the FDA or comparable foreign regulatory authorities may disagree with our interpretation of data from
preclinical studies or clinical trials;

e the data collected from clinical trials of our drug candidates may not be sufficient to support the
submission of an NDA or other submission or to obtain regulatory approval in the U.S. or elsewhere;

e the FDA or comparable foreign regulatory authorities may find deficiencies with or fail to approve the
manufacturing processes or facilities of third-party manufacturers with which we contract for clinical
and commercial supplies; and

e the approval policies or regulations of the FDA or comparable foreign regulatory authorities may
significantly change in a manner rendering our clinical data insufficient for approval;

In addition, even if we were to obtain approval, regulatory authorities may approve any of our drug candidates for
fewer or more limited indications than we request, may not approve the price we intend to charge for our drugs and related
companion diagnostic tests, may grant approval contingent on the performance of costly post-marketing clinical trials or
other post-marketing requirements, or may approve a drug candidate with a label that does not include the labeling claims
necessary or desirable for the successful commercialization of that drug candidate. Additionally, the receipt of regulatory
approval for one indication does not ensure the likelihood of success for regulatory approval of expanded indications for a
marketed product. Any of the foregoing scenarios could materially harm the commercial
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prospects for our drug candidates.

If we experience delays in obtaining approval or if we fail to obtain approval of our drug candidates and
companion diagnostic tests related to our approved drugs and drug candidates, the commercial prospects for our approved
drugs or drug candidates may be harmed and our ability to generate revenues will be materially impaired.

Inadequate funding for the FDA, the SEC and other government agencies, including from government shutdowns, or
other disruptions to these agencies’ operations, could hinder their ability to hire and retain key leadership and other
personnel, prevent new products and services from being developed or commercialized in a timely manner or otherwise
prevent those agencies from performing normal business functions on which the operation of our business may rely,
which could negatively impact our business.

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

Disruptions at the FDA and other agencies may also slow the time necessary for new drug candidates to be
reviewed and/or approved by necessary government agencies, which would adversely affect our business. If a prolonged
government shutdown occurs, it could significantly impact the ability of the FDA to timely review and process our
regulatory submissions, which could have a material adverse effect on our business. Further, future government shutdowns
could impact our ability to access the public markets and obtain necessary capital in order to properly capitalize and
continue our operations.

Results from earlier stage trials may not be predictive of the results of later stage trials and interim and preliminary data
from our clinical trials that we announce or publish from time to time may change as more patient data become
available or as additional analyses are conducted and as the data are subject to audit and verification procedures that
could result in material changes in the final data.

The results of preclinical studies and early clinical trials of our drug candidates may not be predictive of the
results of later-stage clinical trials. In addition, initial success in clinical trials may not be indicative of results obtained
when such trials are completed. There is typically an extremely high rate of attrition from the failure of drug candidates
proceeding through clinical trials. Drug candidates in later stages of clinical trials may fail to show the desired safety and
efficacy profile despite having progressed through preclinical studies and initial clinical trials. A number of companies in
the biopharmaceutical industry have suffered significant setbacks in advanced clinical trials due to lack of efficacy or
emergence of unacceptable safety issues, notwithstanding promising results in earlier trials. Most drug candidates that
commence clinical trials are never approved as products and there can be no assurance that any of our future clinical trials
will ultimately be successful or support further clinical development of any of our drug candidates. Drug candidates that
appear promising in the early phases of development may fail to reach the market for several reasons, including:

e preclinical studies or clinical trials may show the drug candidates to be less effective than expected (e.g.,
a clinical trial could fail to meet its primary endpoint(s)) or to have unacceptable side effects or

toxicities;

e failure to establish clinical endpoints that applicable regulatory authorities would consider clinically
meaningful;

e failure to receive the necessary regulatory approvals;

e manufacturing issues, formulation issues, pricing or reimbursement issues or other factors that make a
drug candidate uneconomical; and
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e the proprietary rights of others and their competing products and technologies that may prevent one of
our drug candidates from being commercialized.

In addition, differences in trial design between early-stage clinical trials and later-stage clinical trials make it
difficult to extrapolate the results of earlier clinical trials to later clinical trials. Moreover, clinical data are often susceptible
to varying interpretations and analyses, and many companies that have believed their drug candidates performed
satisfactorily in clinical trials have nonetheless failed to obtain marketing approval of their products.

Additionally, from time to time, we may publish interim or preliminary data from our clinical studies. Interim data
from clinical trials that we may complete are subject to the risk that one or more of the clinical outcomes may materially
change as patient enrollment continues and more patient data become available. Preliminary data also remain subject to
audit and verification procedures that may result in the final data being materially different from the preliminary data we
previously published. As a result, interim and preliminary data should be viewed with caution until the final data are
available. Material adverse changes between preliminary or interim data and final data could significantly harm our
business prospects.

Our drugs and drug candidates may cause undesirable side effects that could delay or prevent their regulatory approval,
limit the commercial profile of an approved label, result in restrictive distribution or result in significant negative
consequences following marketing approval, if any.

Undesirable side effects caused by any of our approved drugs or drug candidates could cause us to interrupt, delay
or halt preclinical studies or 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 regulatory authorities. As is the
case with all oncology drugs, it is likely that there may be side effects associated with the use of our drugs and drug
candidates. Results of our trials could reveal a high and unacceptable severity and prevalence of these or other 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 drugs or drug candidates for any or all targeted
indications. The drug-related side effects could affect patient recruitment or the ability of enrolled patients to complete
clinical trials or result in potential product liability claims. Any of these occurrences may harm our business, financial
condition and prospects significantly.

Further, our approved drugs and drug candidates could cause undesirable side effects in preclinical studies or
clinical trials related to on-target toxicity. If on-target toxicity is observed, or if our drugs or drug candidates have
characteristics that are unexpected, we may need to abandon their development or limit development to more narrow uses
or subpopulations in which the undesirable side effects or other characteristics are less prevalent, less severe or more
acceptable from a risk-benefit perspective. Many compounds that initially showed promise in early stage testing for
treating cancer have later been found to cause side effects that prevented further development of the compound.

Further, clinical trials by their nature utilize a sample of the potential patient population. With a limited number of
patients and limited duration of exposure, rare and severe side effects of our drugs or drug candidates may only be
uncovered with a significantly larger number of patients exposed to the drugs or drug candidate. If we or others identify
undesirable side effects caused by any of our approved drugs or drug candidates (or any other similar drugs) after
marketing approval, a number of potentially significant negative consequences could result, including:

e regulatory authorities may withdraw or limit their approval of such drug;

e regulatory authorities may require the addition of labeling statements, such as a “boxed” warning or a
contraindication;

e we may be required to create a medication guide outlining the risks of such side effects for distribution
to patients;

e we may be required to change the way such drug is distributed or administered, conduct additional
clinical trials or change the labeling of such drug;
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e regulatory authorities may require a Risk Evaluation and Mitigation Strategy, or REMS, plan to mitigate
risks, which could include medication guides, physician communication plans, or elements to assure safe
use, such as restricted distribution methods, patient registries and other risk minimization tools;

e we may be subject to regulatory investigations and government enforcement actions;
e we may decide to remove such drug from the marketplace;

e we could be sued and held liable for injury caused to individuals exposed to or taking our drugs and drug
candidates; and

e  our reputation may suffer.

We believe that any of these events could prevent us from achieving or maintaining market acceptance of the
affected drugs or drug candidates and could substantially increase the costs of commercializing our approved drugs and
drug candidates, if approved, and significantly impact our ability to successfully commercialize our approved drugs and
drug candidates and generate revenues.

We may seek designation for our discovery platform as a designated platform technology, but we might not receive such
designation, and even if we do, such designation may not lead to faster drug development or a faster regulatory review
or approval process.

We may seek designation for our discovery platform as a designated platform technology. Under the Food and
Drug Omnibus Reform Act of 2022 (FDORA), a platform technology incorporated within or utilized by a drug product is
eligible for designation as a designated platform technology if (1) the platform technology is incorporated in, or utilized by,
a drug approved under an NDA; (2) preliminary evidence submitted by the sponsor of the approved or licensed drug, or a
sponsor that has been granted a right of reference to data submitted in the application for such drug, demonstrates that the
platform technology has the potential to be incorporated in, or utilized by, more than one drug without an adverse effect on
quality, manufacturing, or safety; and (3) data or information submitted by the applicable person indicates that
incorporation or utilization of the platform technology has a reasonable likelihood to bring significant efficiencies to the
drug development or manufacturing process and to the review process. A sponsor may request the FDA to designate a
platform technology as a designated platform technology concurrently with, or at any time after, submission of an
investigational new drug (IND) application for a drug that incorporates or utilizes the platform technology that is the
subject of the request. If so designated, the FDA may expedite the development and review of any subsequent original
NDA for a drug that uses or incorporates the platform technology. Even if we believe our discovery platform meets the
criteria for such designation, the FDA may disagree and instead determine not to grant such designation. In addition, the
receipt of such designation for a platform technology does not ensure that a drug will be developed or reviewed more
quickly or receive FDA approval. Moreover, the FDA may revoke a designation if the FDA determines that a designated
platform technology no longer meets the criteria for such designation.

A fast track or breakthrough therapy designation by the FDA for our drug candidates may not lead to a faster
development or regulatory review or approval process, and it does not increase the likelihood that our drug candidates
will receive marketing approval.

We may seek fast track or breakthrough therapy designation for some of our current or future drug candidates.
Fast track designation is designed for drug candidates intended for the treatment of a serious or life-threatening disease or
condition, where nonclinical or clinical data demonstrate the potential to address an unmet medical need for this disease or
condition. A breakthrough therapy is defined as a drug that is intended, alone or in combination with one or more other
drugs, to treat a serious or life-threatening disease or condition, and preliminary clinical evidence indicates that the drug
may demonstrate substantial improvement over existing therapies on one or more clinically significant endpoints, such as
substantial treatment effects observed early in clinical development. For drugs that have been designated as fast track or
breakthrough therapies, interaction and communication between the FDA and the sponsor of the trial can help to identify
the most efficient path for clinical development while minimizing the number of patients placed in ineffective control
regimens. The FDA has granted fast track designation to BLU-782 for the treatment of
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FOP. The FDA has granted breakthrough therapy designation to avapritinib for the treatment of moderate to severe indolent
SM. In addition, the FDA previously granted breakthrough designation to our drugs, AYVAKIT and GAVRETO, for the
treatment of certain patients with GIST, advanced SM, moderate to severe indolent SM and RET-altered cancers,
respectively.

Designation as a fast track or breakthrough therapy is within the discretion of the FDA. Accordingly, even if we
believe one of our drug candidates meets the criteria for designation as a fast track or breakthrough therapy, the FDA may
disagree and instead determine not to make such designation. In any event, the receipt of a fast track or breakthrough
therapy designation for a drug candidate may not result in a faster development process, review or approval compared to
other drugs and does not assure ultimate approval by the FDA. In addition, even if one or more of our drug candidates
qualify as fast track or breakthrough therapies, the FDA may later decide that the drugs no longer meet the conditions for
qualification.

We may seek approval of our drug candidates, where applicable, under the FDA’s accelerated approval pathway.
A product may be eligible for accelerated approval if it is designed to treat a serious or life-threatening disease or condition
and generally provides a meaningful advantage over available therapies. In addition, it demonstrates an effect on a
surrogate endpoint that is reasonably likely to predict clinical benefit or on a clinical endpoint that can be measured earlier
than irreversible morbidity or mortality (IMM), that is reasonably likely to predict an effect on IMM or other clinical
benefit. As a condition of accelerated approval, the FDA likely would require that we perform adequate and well-
controlled post-marketing clinical trials, and under FDORA the FDA is now permitted to require, as appropriate, that such
trials be underway prior to approval or within a specific time period after the date of approval for a product granted
accelerated approval. FDORA also gives the FDA increased authority to withdraw approval of a drug or biologic granted
accelerated approval on an expedited basis if the sponsor fails to conduct such studies in a timely manner, send the
necessary updates to the FDA, or if such post-approval studies fail to verify the product’s predicted clinical benefit. Under
FDORA, the FDA is empowered to take action, such as issuing fines, against companies that fail to conduct with due
diligence any post-approval confirmatory study or submit timely reports to the agency on their progress. These
confirmatory trials must be completed with due diligence. In addition, the FDA currently requires, unless otherwise
informed by the agency, pre-approval of promotional materials for products receiving accelerated approval, which could
adversely impact the timing of the commercial launch of the product. Thus, even if we seek to utilize the accelerated
approval pathway, we may not be able to obtain accelerated approval and, even if we do, we may not experience a faster
development, regulatory review or approval process for that product. In addition, receiving accelerated approval does not
assure that the product’s accelerated approval will eventually be converted to a traditional approval. Additionally, if we are
not able to obtain full approval of any accelerated approval product, including through the completion of post-marketing
studies, we or our partners may decide to withdraw marketing of such products. Specifically, in June 2023, Roche
voluntarily withdrew the indication of GAVRETO for the treatment of adult and pediatric patients 12 years of age and older
with advanced or metastatic RET-mutant MTC. The decision to withdraw the indication was made in consultation with the
FDA, in accordance with the requirements of the FDA’s Accelerated Approval Program, with the official FDA withdrawal
of the indication occurring on July 20, 2023.

We may be unsuccessful in obtaining or may be unable to maintain the benefits associated with orphan drug
designation, including the potential for market exclusivity.

The FDA has granted orphan drug designation to avapritinib for the treatment of GIST and the treatment of
mastocytosis, to pralsetinib for the treatment of RET-rearranged NSCLC, JAK1/2-positive NSCLC or TRKC-positive
NSCLC for the treatment of HCC. In addition, the European Commission, or EC, has granted orphan medicinal product
designation to avapritinib for the treatment of GIST and the treatment of mastocytosis. As part of our business strategy, we
may seek orphan drug designation for some of our other drug candidates, and we may be unsuccessful. Regulatory
authorities in some jurisdictions, including the U.S. and the EU, may designate drugs for relatively small patient
populations as orphan drugs. Under the Orphan Drug Act, the FDA may designate a drug 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 U.S., or a patient population greater than 200,000 in the U.S. where there is no reasonable
expectation that the cost of developing the drug will be recovered from sales in the U.S. In the U.S., orphan drug
designation entitles a party to financial incentives such as opportunities for grant funding towards clinical trial costs, tax
advantages and user fee waivers.
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Similarly, in the EU, the European Commission grants orphan medicinal product designation after receiving the
opinion of the European Medicines Agency’s, or EMA, Committee for Orphan Medicinal Products on an orphan medicinal
product designation application. Orphan medicinal product designation is intended to promote the development of
medicinal products that are intended for the diagnosis, prevention or treatment of life threatening or chronically debilitating
conditions affecting not more than five (5) in ten thousand (10,000) persons in the EU or for products intended for the
diagnosis, prevention, or treatment of a life threatening, seriously debilitating or serious and chronic condition when,
without incentives, it is unlikely that sales of the product in the EU would generate sufficient return to justify the necessary
investment in developing the product. In each case, there must be no satisfactory method of diagnosis, prevention, or
treatment authorized for marketing in the EU (or, if such a method exists, the product would be of significant benefit to
those affected by the condition). In the EU, orphan medicinal product designation entitles a party to financial incentives
such as reduction of fees or fee waivers.

Generally, if a drug with an orphan drug designation subsequently receives the first marketing approval for the
indication for which it has such designation, the drug is entitled to a period of marketing exclusivity, which precludes the
EC or the FDA from approving another marketing application for the same drug and indication for that time period, except
in limited circumstances. The applicable period is seven years in the U.S. and ten years in the EU. The EU exclusivity
period can be reduced to six years if a drug no longer meets the criteria for orphan medicinal product designation or if the
drug is sufficiently profitable so that market exclusivity is no longer justified.

Even if we obtain orphan drug exclusivity for a drug, that exclusivity may not effectively protect the designated
drug from competition because different drugs can be approved for the same condition. Even after an orphan drug is
approved, the FDA can subsequently approve the same 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.

On August 3, 2017, Congress passed the FDA Reauthorization Act of 2017, or FDARA. FDARA, among other
things, codified the FDA’s preexisting regulatory interpretation, to require that a drug Sponsor demonstrate the clinical
superiority of an orphan drug that is otherwise the same as a previously approved drug for the same rare disease in order to
receive orphan drug exclusivity. The law reverses prior precedent holding that the Orphan Drug Act unambiguously
requires that the FDA recognize the orphan exclusivity period regardless of a showing of clinical superiority. Moreover, in
the Consolidated Appropriations Act of 2021, Congress did not further change this interpretation when it clarified that the
interpretation codified in FDARA would apply in cases where FDA issued an orphan designation before the enactment of
FDARA but where product approval came after the enactment of FDARA. The FDA may further reevaluate the Orphan
Drug Act and its regulations and policies. We do not know if, when, or how the FDA may change the orphan drug
regulations and policies in the future, and it is uncertain how any changes might affect our business. Depending on what
changes the FDA may make to its orphan drug regulations and policies, our business could be adversely impacted. In
addition, a designated orphan drug may not receive orphan drug exclusivity if it is approved for a use that is broader than
the indication for which it received orphan designation. Moreover, orphan drug exclusive marketing rights in the U.S. may
be lost if the FDA later 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. Orphan drug
designation neither shortens the development time or regulatory review time of a drug nor gives the drug any advantage in
the regulatory review or approval process. While we intend to continue seek orphan drug designation for our drug
candidates, we may never receive such designations. Even if we receive orphan drug designation for any of our drug
candidates, there is no guarantee that we will enjoy the benefits of those designations.

The FDA may further reevaluate the Orphan Drug Act and its regulations and policies. We do not know if, when,
or how the FDA may change the orphan drug regulations and policies in the future, and it is uncertain how any changes
might affect our business. Depending on what changes the FDA may make to its orphan drug regulations and policies, our
business could be adversely impacted.

We may not be successful in our efforts to expand our pipeline of drug candidates.
A key element of our strategy is to use our novel target discovery engine to identify kinases that are drivers of

diseases in genomically defined patient populations with high unmet medical need in order to build a pipeline of drug
candidates. Although our research and development efforts to date have resulted in a pipeline of drug candidates, we
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may not be able to continue to identify novel kinase drivers and develop drug candidates. We may also pursue
opportunities to acquire or in-license additional businesses, technologies or drugs, form strategic alliances or create joint
ventures with third parties to complement or augment our existing business. For example, in February 2022 we entered into
a collaboration with Proteovant to research and advance novel targeted protein degrader therapies leveraging Proteovant’s
artificial intelligence-enhanced targeted protein degradation platform and our small molecule precision medicine
capabilities. However, we may not be able to identify any drug candidates for our pipeline through such acquisitions or in-
licenses.

Even if we are successful in continuing to build and expand our pipeline, the potential drug candidates that we
identify may not be suitable for clinical development. For example, they may be shown to have harmful side effects or
other characteristics that indicate that they are unlikely to be drugs that will be successful in clinical trials or receive
marketing approval and achieve market acceptance. If we do not successfully develop and commercialize drug candidates,
we will not be able to obtain drug revenues in future periods, which likely would result in significant harm to our financial
position and adversely affect our stock price.

We may expend our limited resources to pursue a particular drug candidate or indication and fail to capitalize on drug
candidates or indications that may be more profitable or for which there is a greater likelihood of success.

Because we have limited human capital and financial resources, we focus on research programs and drug
candidates that we identify for specific indications. As a result, we may forego or delay pursuit of opportunities with other
drug candidates or for other indications that later prove to have greater commercial potential. Our resource allocation
decisions may cause us to fail to capitalize on viable commercial drugs or profitable market opportunities. Our spending on
current and future research and development programs and drug candidates for specific indications may not yield any
commercially viable drugs. If we do not accurately evaluate the commercial potential or target market for a particular drug
candidate, we may relinquish valuable rights to that drug candidate through collaboration, licensing or other royalty
arrangements in cases in which it would have been more advantageous for us to retain sole development and
commercialization rights to such drug candidate.

At any time and for any reason, we may determine that one or more of our discovery programs or preclinical or
clinical drug candidates or programs does not have sufficient potential to warrant the allocation of resources toward such
program or drug candidate. Accordingly, we may choose not to develop a potential drug candidate or elect to suspend,
deprioritize or terminate one or more of our discovery programs or preclinical or clinical drug candidates or programs. If
we suspend, deprioritize or terminate a program or drug candidate in which we have invested significant resources, we will
have expended resources on a program that will not provide a full return on our investment and may have missed the
opportunity to have allocated those resources to potentially more productive uses, including existing or future programs or
drug candidates.

We intend to develop drug candidates in combination with other therapies, which exposes us to additional risks.

We intend to develop, launch and commercialize BLU-945, BLU-525, BLU-222 and potentially other drug
candidates in combination with one or more approved or unapproved therapies. Even if any drug candidate we develop
were to receive marketing approval for use in combination with other approved therapies, the FDA, the EMA or other
regulatory authorities could still revoke approval of the therapy used in combination with our drug candidate. If the
therapies used in combination with our drug candidates are replaced as the standard of care for the indications we choose
for any of our drug candidates, the FDA, EMA or regulatory authorities may require us to conduct additional clinical trials
which may experience complications surrounding trial execution, such as complexities surrounding trial design,
establishing trial protocols and interpretability of results, clinical site access and initiation, patient recruitment and
enrollment, quality and supply of clinical doses, safety issues or a lack of clinically relevant activity. The uncertainty
resulting for the use of our drug candidates in combination with other approved or unapproved therapies may make it
difficult to accurately predict side effects in the future clinical trials. The occurrence of any of these risks could result in our
own drug candidates, if approved, being removed from the market if they are not also approved as monotherapies or being
less successful commercially.

Further, we will not be able to market and sell any drug candidate we develop in combination with an unapproved

therapy for a combination indication if that unapproved therapy does not ultimately obtain marketing approval either alone
or in combination with our drug candidate. In addition, unapproved therapies face the same risks
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described with respect to our drug candidates currently in development and clinical trials, including the potential for
serious adverse effects, delay in their clinical trials and lack of FDA approval.

If the FDA, EMA or other regulatory authorities do not approve these other products or revoke their approval of,
or if safety, efficacy, quality, manufacturing or supply issues arise with, the agents we choose to evaluate in combination
with our drug candidates we may be unable to obtain approval of or market such combination therapy.

Risks Related to Government Legislations and Regulations

We are required to comply with comprehensive and ongoing regulatory requirements for any of our current or future
approved drugs, including conducting confirmatory clinical trials for any drug that receives accelerated approval. In
addition, our current or future approved drugs could be subject to labeling and other restrictions and market
withdrawal and we may be subject to penalties if we fail to comply with regulatory requirements or experience
unanticipated problems with our drugs.

We have in the past and may in the future seek approval of current or future drug candidates, where applicable,
under the FDA’s accelerated approval pathway. Any current or future drug candidate for which we receive accelerated
approval from the FDA, including GAVRETO, or similar conditional approval from the EMA, including AYVAKYT, or
comparable regulatory authorities in other jurisdictions may be required to undergo one or more confirmatory clinical
trials, as a condition of accelerated approval, be required to perform adequate and well-controlled post-marketing clinical
trials to confirm the product’s clinical benefit. These post-market confirmatory trials must be completed according to
timelines agreed upon with the FDA, and if they are not completed in accordance with these timelines than it could result
in withdrawal of the indication. For example, the voluntary withdrawal AcceleRET-MTC, a Phase 3 clinical trial required
by the FDA to convert the accelerated approval of GAVRETO for MTC to a full approval, is no longer being pursued due
to lack of feasibility. If such drug candidate fails to meet its safety and efficacy endpoints in such confirmatory clinical
trials, the regulatory authority may withdraw its approval. There is no assurance that any such drug candidate will
successfully advance through its confirmatory clinical trial(s). Therefore, even if a drug candidate receives accelerated
approval from the FDA or similar conditional approval from the EMA or comparable regulatory authorities, such approval
may be withdrawn at a later date. In addition, under FDORA the FDA is now permitted to require, as appropriate, that
post-marketing trials be underway prior to approval or within a specific time period after the date of approval for a product
granted accelerated approval. FDORA also gives the FDA increased authority to withdraw approval of a drug or biologic
granted accelerated approval on an expedited basis if the sponsor fails to conduct such studies in a timely manner, send the
necessary updates to the FDA, or if such post-approval studies fail to verify the product’s predicted clinical benefit. Under
FDORA, the FDA is empowered to take action, such as issuing fines, against companies that fail to conduct with due
diligence any post-approval confirmatory study or submit timely reports to the agency on their progress.

If the FDA or a comparable foreign regulatory authority approves any of our drug candidates, the manufacturing
processes, labeling, packaging, distribution, adverse event reporting, storage, advertising, promotion and recordkeeping for
the drug will be subject to extensive and ongoing regulatory requirements. These requirements include submissions of
safety and other post-marketing information and reports, registration requirements, as well as continued compliance with
current Good Manufacturing Practices (cGMPs) and Good Clinical Practices (GCPs) for any clinical trials that we conduct
post-approval. In addition, drug manufacturers and other entities involved in the manufacture and distribution of approved
drugs are subject to periodic unannounced inspections by the FDA and state agencies for compliance with cGMP
requirements. For certain commercial prescription drug products, manufacturers and other parties involved in the supply
chain must also meet chain of distribution requirements and build electronic, interoperable systems for product tracking
and tracing and for notifying the FDA of counterfeit, diverted, stolen and intentionally adulterated products or other
products that are otherwise unfit for distribution in the United States. Any regulatory approvals that we receive for our drug
candidates may also be subject to limitations on the approved indicated uses for which the drug may be marketed or to the
conditions of approval, or contain requirements for potentially costly post-marketing testing, including Phase 4 clinical
trials, and surveillance to monitor the safety and efficacy of the drug. Additionally, under FDORA, sponsors of approved
drugs and biologics must provide 6 months’ notice to the FDA of any changes in marketing status, such as the withdrawal
of a drug, and failure to do so could result in the FDA placing the product on a list of discontinued products, which would
revoke the product’s ability to be marketed. The FDA closely regulates the post-approval marketing and promotion of
pharmaceutical and biological products to ensure such
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products are marketed only for the approved indications and in accordance with the provisions of the approved labeling.
Later discovery of previously unknown problems with a drug, including adverse events of unanticipated severity or
frequency, or with our third party manufacturers or manufacturing processes, or failure to comply with regulatory
requirements, may result in, among other things:

e restrictions on the marketing or manufacturing of the drug, withdrawal of the drug from the market,
“dear doctor” letters or drug recalls;

e fines, warning letters or holds on clinical trials;

e refusal by the FDA to approve pending applications or supplements to approved applications filed by us,
or suspension or revocation of marketing approvals;

e drug seizure or detention, or refusal to permit the import or export of drugs; and
e injunctions or the imposition of civil or criminal penalties.

The FDA’s policies may change and additional government regulations may be enacted that could prevent, limit or
delay regulatory approval of our drug candidates. If we are slow or unable to adapt to changes in existing requirements or
the adoption of new requirements or policies, or if we are not able to maintain regulatory compliance, we may lose any
marketing approval that we may have obtained, which would adversely affect our business, prospects and ability to achieve
or sustain profitability.

Regulatory agencies may also impose requirements for costly post-marketing studies or clinical trials and
surveillance to monitor the safety or efficacy of a product. The FDA and other agencies, including the Department of
Justice (DOJ), closely regulate and monitor the post-approval marketing and promotion of products to ensure that they are
manufactured, marketed and distributed only for the approved indications and in accordance with the provisions of the
approved labeling. The FDA imposes stringent restrictions on manufacturers’ communications regarding off-label use, and
if we, or any future collaborators, do not market any of our products for which we, or they, receive marketing approval for
only their approved indications, we, or they, may be subject to warnings or enforcement action for off-label marketing,
government investigations, or litigation. Violation of the Federal Food, Drug, and Cosmetic Act and other statutes,
including the False Claims Act, relating to the promotion and advertising of prescription drugs may lead to investigations
or allegations of violations of federal and state healthcare fraud and abuse laws and state consumer protection laws and
could expose our company to substantial civil or criminal penalties.

Even though we may have obtained approvals for certain of our products, such drug or drug candidate may become
subject to unfavorable pricing regulations or third-party coverage and reimbursement policies, which would harm our
business.

The regulations that govern regulatory approvals, pricing and reimbursement for new drugs vary widely from
country to country. Some countries require approval of the sale price of a drug before it can be marketed. In many
countries, the pricing review period begins after marketing approval is granted. In some foreign markets, prescription
pharmaceutical pricing remains subject to continuing governmental control even after initial approval is granted. As a
result, we might obtain marketing approval for a drug candidate in a particular country, but then be subject to price
regulations that delay our commercial launch of the drug candidate, possibly for lengthy time periods, and negatively
impact the revenues we are able to generate from the sale of the drug candidate in that country. Adverse pricing limitations
may hinder our ability to recoup our investment in one or more drug candidates, even if our drug candidates obtain
marketing approval. See section entitled “Business — Coverage and Reimbursement” included in our Annual Report on
Form 10-K for the year ended December 31, 2022.

Our ability to commercialize any drugs and drug candidates successfully also will depend in part on the extent to
which coverage and reimbursement for these drugs and drug candidates and related treatments will be available from

government authorities, private health insurers and other organizations.

In the U.S. and markets in other countries, patients generally rely on third-party payors to reimburse all or part
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of the costs associated with their treatment. Adequate coverage and reimbursement from governmental healthcare
programs, such as Medicare and Medicaid, and commercial payors is critical to new product acceptance. Our ability to
successfully commercialize additional products 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 other third-party payors, such as
private health insurers and health maintenance organizations, decide which medications they will pay for and establish
reimbursement levels. In the United States, the principal decisions about reimbursement for new medicines are typically
made by the Centers for Medicare & Medicaid Services (CMS), an agency within the U.S. Department of Health and
Human Services (HHS). CMS decides whether and to what extent a new medicine will be covered and reimbursed under
Medicare and private payors tend to follow CMS to a substantial degree. The availability of coverage and extent of
reimbursement by governmental and private payors is essential for most patients to be able to afford treatments. Sales of
these or other products that we may identify will depend substantially, both domestically and abroad, on the extent to
which the costs of our products will be paid by health maintenance, managed care, pharmacy benefit and similar healthcare
management organizations, or reimbursed by government health administration authorities, private health coverage
insurers and other third-party payors. If coverage and adequate reimbursement is not available, or is available only to
limited levels, we may not be able to successfully commercialize our products. Even if coverage is provided, the approved
reimbursement amount may not be high enough to allow us to establish or maintain pricing sufficient to realize a sufficient
return on our investment.

A primary trend in the U.S. healthcare industry and elsewhere is cost containment. Government authorities and
other third-party payors have attempted to control costs by limiting coverage and the amount of reimbursement for
particular drugs. Increasingly, third-party payors are requiring that drug companies provide them with predetermined
discounts from list prices and are challenging the prices charged for drugs. We cannot be sure that coverage will be
available for any drug candidate that we commercialize and, if coverage is available, the level of reimbursement.
Reimbursement may impact the demand for, or the price of, any drug candidate for which we obtain marketing approval. If
reimbursement is not available or is available only to limited levels, we may not be able to successfully commercialize any
drug candidate for which we obtain marketing approval.

There may be significant delays in obtaining reimbursement for newly approved drugs, and coverage may be more
limited than the purposes for which the drug is approved by the FDA or similar regulatory authorities outside the U.S.
Moreover, eligibility for 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 not be made permanent. 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 U.S. Private third-party payors often rely upon Medicare coverage policy and payment limitations in setting their
own reimbursement policies. Our inability to promptly obtain coverage and profitable payment rates from both
government-funded and private payors for any approved drugs that we develop could have a material adverse effect on our
operating results, our ability to raise capital needed to commercialize drugs and our overall financial condition.

Healthcare legislative reform measures may have a material adverse effect on our business and results of operations.

The United States has enacted or proposed legislative and regulatory changes affecting the healthcare system that
could prevent or delay marketing approval of our current drug candidates or any future drug candidates, restrict or regulate
post-approval activities and affect our ability to profitably sell any product for which we obtain marketing approval.
Changes in regulations, statutes or the interpretation of existing regulations could impact our business in the future by
requiring, for example: (i) changes to our manufacturing arrangements; (ii) additions or modifications to product labeling;
(iii) the recall or discontinuation of our products; or (iv) additional record-keeping requirements. If any such changes were
to be imposed, they could adversely affect the operation of our business.

In the United States, there have been and continue to be a number of legislative initiatives to contain healthcare
costs. For example, in March 2010, the ACA was passed, which substantially changes the way healthcare is financed by
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both governmental and private insurers, and significantly impacts the U.S. pharmaceutical industry. In August 2022, the
Inflation Reduction Act of 2022, or IRA, was signed into law. The IRA includes several provisions that will impact our
business to varying degrees, including provisions that reduce the out-of-pocket spending cap for Medicare Part D
beneficiaries from $7,050 to $2,000 starting in 2025, thereby effectively eliminating the coverage gap, impose new
manufacturer financial liability on all drugs in Medicare Part D, allow the U.S. government to negotiate Medicare Part B
and Part D pricing for certain high-cost drugs and biologics without generic or biosimilar competition, require companies
to pay rebates to Medicare for drug prices that increase faster than inflation, and delay the rebate rule that would require
pass through of pharmacy benefit manager rebates to beneficiaries. Further, under the IRA, orphan drugs are exempted
from the Medicare drug price negotiation program, but only if they have one orphan designation and for which the only
approved indication is for that disease or condition. If a product receives multiple rare disease designations or has multiple
approved indications, it may not qualify for the orphan drug exemption. The implementation of the IRA is currently subject
to ongoing litigation challenging the constitutionality of the IRA’s Medicare drug price negotiation program. The effect of
IRA on our business and the healthcare industry in general is not yet known.

At the state level, legislatures have increasingly passed legislation and implemented regulations designed to
control pharmaceutical and biological product pricing, including price or patient reimbursement constraints, discounts,
restrictions on certain product access and marketing cost disclosure and transparency measures, and, in some cases,
designed to encourage importation from other countries and bulk purchasing.

We may face competition in the U.S. for our development candidates and investigational medicines, if approved,
from therapies sourced from foreign countries that have placed price controls on pharmaceutical products. Proponents of
drug reimportation may attempt to pass legislation that would directly allow reimportation under certain circumstances.
Legislation or regulations allowing the reimportation of drugs, if enacted, could decrease the price we receive for any
products that we may develop and adversely affect our future revenues and prospects for profitability. For example,
President Biden has issued multiple executive orders that have sought to reduce prescription drug costs. In February 2023,
HHS also issued a proposal, in response to an October 2022 executive order from President Biden, that includes a proposed
prescription drug pricing model that will test whether targeted Medicare payment adjustments will sufficiently incentivize
manufacturers to complete confirmatory trials for drugs approved through FDA’s accelerated approval pathway. Although a
number of these and other proposed measures may require authorization through additional legislation to become effective,
and the Biden administration may reverse or otherwise change these measures, both the Biden administration and Congress
have indicated that they will continue to seek new legislative measures to control drug costs. The Creating and Restoring
Equal Access to Equivalent Samples Act (the CREATES Act) was enacted in 2019 requiring sponsors of approved new
drug applications and biologics license applications to provide sufficient quantities of product samples on commercially
reasonable, market-based terms to entities developing generic drugs and biosimilar biological products. The law establishes
a private right of action allowing developers to sue application holders that refuse to sell them product samples needed to
support their applications. If we are required to provide product samples or allocate additional resources to respond to such
requests or any legal challenges under this law, our business could be adversely impacted.

Other legislative measures have also been enacted that may impose additional pricing and product development
pressures on our business, and we expect that additional foreign, federal and state healthcare reform measures will be
adopted in the future, any of which could limit the amounts that federal and state governments will pay for healthcare
products and services, which could result in limited coverage and reimbursement and reduced demand for our drugs and
drug candidates, if approved, or additional pricing pressures.

We are currently unable to predict what additional legislation or regulation, if any, relating to the health care
industry may be enacted in the future or what effect recently enacted federal legislation or any such additional legislation or
regulation would have on our business. The pendency or approval of such proposals or reforms could result in a decrease in
our stock price or limit our ability to raise capital or to enter into collaboration agreements for the further development and
commercialization of our approved drugs and drug candidates.
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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, exclusion from
government healthcare programs, contractual damages, reputational harm and diminished profits and future earnings.

Our arrangements with third-party payors and customers expose us to broadly applicable fraud and abuse and
other healthcare laws and regulations, including but not limited to, the federal healthcare Anti-Kickback Statute, the False
Claims Act, the federal Health Insurance Portability and Accountability Act of 1996 (HIPAA) the Physician Payment
Sunshine Act, as amended by the Health Information Technology for Economic and Clinical Health Act of 2009
(HITECH), the federal false statements statute, federal consumer protection and unfair competition laws and similar state
and foreign laws and regulations that may regulate the business or financial arrangements and relationships through which
we market, sell and distribute our drugs. The number and complexity of federal, state, and foreign laws continue to
increase, and additional governmental resources are being used to enforce these laws and to prosecute companies and
individuals who are believed to be violating them. See section entitled “Business — Other Healthcare Laws” included in our
Annual Report on Form 10-K for the year ended December 31, 2022.

In the U.S., to help patients who have no or inadequate insurance access our drug, we have a patient assistance
program that we administer in conjunction with our patient support program vendor. If we or our vendors are deemed to
fail to comply with relevant laws, regulations or evolving government guidance in the operation of these programs, we
could be subject to damages, fines, penalties or other criminal, civil or administrative sanctions or enforcement actions. We
cannot ensure that our compliance controls, policies and procedures will be sufficient to protect against acts of our
employees, business partners or vendors that may violate the laws or regulations of the jurisdictions in which we operate.
Regardless of whether we have complied with the law, a government investigation could impact our business practices,
harm our reputation, divert the attention of management, increase our expenses and reduce the availability of assistance to
our patients.

Ensuring that our future business arrangements with third parties comply with applicable healthcare laws and
regulations could involve substantial costs. It is possible that governmental authorities will conclude that our business
practices do 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, including anticipated activities to be conducted by our sales team,
were to be 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, exclusion from government-
funded healthcare programs, such as Medicare and Medicaid, and the curtailment or restructuring of our operations. If any
of the physicians or other providers or entities with whom we expect to do business is found to be not in compliance with
applicable laws, they may be subject to criminal, civil or administrative sanctions, including exclusions from government-
funded healthcare programs.

Our future growth may depend, in part, on our ability to penetrate foreign markets, where we would be subject to
additional regulatory burdens and other risks and uncertainties.

Our future profitability may depend, in part, on our ability to commercialize current or future drug candidates in
foreign markets for which we may rely on collaboration with third parties. We are not permitted to market or promote any
of our drug candidates before we receive regulatory approval from the applicable regulatory authority in that foreign
market. To obtain separate regulatory approval in many other countries we must comply with numerous and varying
regulatory requirements of such countries regarding safety and efficacy and governing, among other things, clinical trials,
manufacturing, commercial sales, pricing and distribution of our drug candidates, and we cannot predict success in these
jurisdictions. If we seek to develop our drug candidates or obtain approval of our drug candidates and ultimately
commercialize our drug candidates in foreign markets, we would be subject to additional risks and uncertainties, including:

e our customers’ ability to obtain reimbursement for our drug candidates in foreign markets;

e our inability to directly control commercial activities because we are relying on third parties;
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e the burden of complying with complex and changing foreign regulatory, tax, accounting and legal
requirements, including the European General Data Protection Regulation 2016/679, commonly referred
to as GDPR;

e different medical practices and customs in foreign countries affecting acceptance in the marketplace;
e import or export licensing requirements;

e Jonger accounts receivable collection times;

e longer lead times for shipping;

e language barriers for technical training;

e reduced protection of intellectual property rights in some foreign countries;

e the existence of additional potentially relevant third-party intellectual property rights;

e foreign currency exchange rate fluctuations; and

e the interpretation of contractual provisions governed by foreign laws in the event of a contract dispute.

Foreign sales of our drug candidates could also be adversely affected by the imposition of governmental controls,
political and economic instability, trade restrictions and changes in tariffs.

Governments outside the U.S. tend to impose strict price controls, which may adversely affect our revenues, if any.

In some countries, particularly countries in the EU, the pricing of prescription pharmaceuticals is subject to
governmental control. In these countries, pricing negotiations with governmental authorities can take considerable time
after the receipt of marketing approval for a drug. To obtain reimbursement or pricing approval in some countries, we may
be required to conduct a clinical trial that compares the cost-effectiveness of our drug candidate to other available
therapies. If reimbursement of our drugs is unavailable or limited in scope or amount, or if pricing is set at unsatisfactory
levels, our business could be materially harmed.

If we 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 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 and radioactive
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 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, this insurance may not provide adequate coverage
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, hazardous or radioactive materials.

Risks Related to Our Financial Position and Need for Additional Capital

We are a precision therapy company in the process of growing our operations. We have incurred significant operating
losses since our inception and anticipate that we will incur continued losses for the foreseeable future.
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We commenced operations in April 2011 and we have focused substantially all of our efforts and financial
resources to date on organizing and staffing our company, business planning, raising capital, establishing our intellectual
property building our discovery platform, including our proprietary compound library and new target discovery engine,
identifying kinase drug targets and potential drug candidates, conducting preclinical studies and clinical development for
our drug candidates, commencing pre-commercial activities and the commercial launches for AYVAKIT/AYVAKYT and
GAVRETO, and producing the active pharmaceutical ingredient, or API, drug substance and drug product material for use
in preclinical studies and clinical trials for our drug candidates and commercial sale of our approved drugs.

To date, we have financed our operations primarily through public offerings of our common stock, private
placements of our convertible preferred and common stock, collaboration and license agreements, future royalty and
revenue monetization, and a term loan. Through September 30, 2023, we have received an aggregate of $3.7 billion from
such transactions, including $1.9 billion in aggregate gross proceeds from the sale of common stock in our initial public
offering, follow on public offerings, through our “at the market” stock offering program and the equity investment by
Roche, $115.1 million in gross proceeds from the issuance of convertible preferred stock, $175.0 million in gross proceeds
from our Royalty Purchase Agreement with Royalty Pharma, $250.0 million in gross proceeds from our Future Revenue
Purchase Agreement with Sixth Street Partners, $1.0 billion in upfront payments and milestone payments under our
collaborations with Roche, CStone and Zai Lab, our license agreement with Clementia and our former collaboration with
Alexion Pharma Holding, or Alexion and $250.0 million in gross proceeds from a term loan from Sixth Street Partners. In
addition, since January 2020, we also have generated revenue through sales of our drug products.

Since inception, we have incurred significant operating losses. Our net loss was $396.1 million for the nine
months ended September 30, 2023. Our net losses were $557.5 million and $644.1 million for the years ended December
31, 2022 and 2021, respectively. As of September 30, 2023, we had an accumulated deficit of $2,229.0 million.

Substantially all of our operating losses have resulted from costs incurred in connection with our research and
development programs and from selling, general and administrative costs associated with our operations. We expect to
continue to incur significant expenses and operating losses over the next few years. We anticipate that our expenses may
continue to increase in connection with our ongoing activities. Our prior losses, combined with expected future losses, have
had and will continue to have an adverse effect on our stockholders’ equity and working capital. We expect our research
and development expenses to increase in connection with continuing our existing clinical trials and beginning additional
clinical trials. In addition, we will incur significant sales, marketing and outsourced-manufacturing expenses in connection
with the commercialization of any of our drugs or any drug candidates for which we may receive marketing approval. In
addition, we have incurred and will continue to incur substantial costs associated with operating as a public company.
Because of the numerous risks and uncertainties associated with developing pharmaceuticals, we are unable to predict the
extent of any future losses or when we will become profitable, if at all. Even if we do become profitable, we may not be
able to sustain or increase our profitability on a quarterly or annual basis. Our ability to become profitable depends upon
our ability to generate substantial revenue.

Our ability to generate substantial revenue depends on a number of factors, including, but not limited to, our
ability to:

e initiate and successfully complete clinical trials that meet their clinical endpoints;
e initiate and successfully complete all safety studies required to obtain U.S. and foreign marketing
approval for our drug candidates, including for avapritinib in additional geographies, particularly for

indolent SM in geographies outside of the U.S.;

e continue to maintain and expand commercial manufacturing capabilities or make arrangements with
third-party manufacturers to ensure clinical supply and commercial manufacturing;

e maintain and, if necessary, expand a sales, marketing and distribution infrastructure to commercialize

AYVAKIT/AYVAKYT and any current or future drug candidates for which we obtain marketing
approval;

84




Table of Contents

e achieve market acceptance in the medical community and with third-party payors for
AYVAKIT/AYVAKYT, GAVRETO and any current or future drug candidates for which we receive
marketing approval; and

e compete with companies that may have significantly greater financial resources and expertise in research
and development, manufacturing, preclinical testing, conducting clinical trials, obtaining regulatory
approvals and marketing approved drugs.

We expect to incur significant sales and marketing costs as we commercialize AYVAKIT/AY VAKYT, jointly
commercialize GAVRETO with Roche and commercialize any current or future drug candidates for which we receive
marketing approval. Even if we initiate and successfully complete pivotal clinical trials of our drug candidates, and our
drug candidates are approved for commercial sale, and despite expending these costs, our drug candidates may not be
commercially successful. We may not achieve profitability soon after generating drug sales, if ever. If we are unable to
generate material net cash inflows from our operations, we will not become profitable and may be unable to continue
operations without continued funding.

We may seek to raise additional funding from time to time. If we are unable to raise capital when needed, we may be
forced to delay, reduce or eliminate some of our drug development programs or commercialization efforts.

The development and commercialization of pharmaceuticals is capital intensive. We are currently advancing
multiple drug candidates and development programs through clinical and preclinical development. Our expenses may
increase in connection with our ongoing activities, particularly as we continue the research and development of, initiate or
continue clinical trials of, and seek marketing approval for our drug candidates, including marketing approval for
avapritinib in additional geographies, particularly for indolent SM in geographies outside of the U.S. In addition, we expect
to incur additional significant commercialization expenses for AY VAKIT/AYVAKYT and other drug candidates, if
approved, related to drug sales, marketing, manufacturing and distribution to the extent that such sales, marketing,
manufacturing and distribution are not the responsibility of potential collaborators or licensors. We may also need to raise
additional funds if we choose to pursue additional indications or geographies for any of our approved drugs or drug
candidates or otherwise expand more rapidly than we presently anticipate.

Our future capital requirements will depend on and may increase as a result of many factors, including:

e the success of our commercialization efforts and market acceptance for AYVAKIT/AYVAKYT or any of
our current or future drug candidates for which we receive marketing approval;

e the costs of maintaining, expanding or contracting for sales, marketing and distribution capabilities in
connection with commercialization of AYVAKIT/AYVAKYT and any of our current or future drug
candidates for which we receive marketing approval;

e the costs of securing manufacturing, packaging and labeling arrangements for development activities and
commercial production, including API, drug substance and drug product material for use in preclinical
studies, clinical trials, our compassionate use program and for use as commercial supply, as applicable;

e the cost of purchasing quantities of agents for use in our clinical trials in connection with our efforts to
develop our drugs and drug candidates, including for development as combination therapies;

e the scope, progress, results and costs of drug discovery, preclinical development, laboratory testing and
clinical trials for our approved drugs and drug candidates;

e the costs, timing and outcome of regulatory review of marketing applications for our drug candidates,

including seeking marketing approval for avapritinib in additional geographies, particularly for indolent
SM in geographies outside of the U.S.;
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e the success of our collaborations with CStone and Zai Lab and our license agreements with Clementia
and IDRx, as well as our ability to establish and maintain additional collaborations, partnerships or
licenses on favorable terms, if at all;

e the achievement of milestones or occurrence of other developments that trigger payments under our
existing collaboration or license agreements, our financing agreements, or any collaboration, partnership,
financing or license agreements that we may enter into in the future;

e the extent to which we are obligated to reimburse, or entitled to reimbursement of, research and
development, clinical or other costs under future collaboration agreements, if any;

e the extent to which we acquire or in-license other approved drugs, drug candidates or technologies and
the terms of any such arrangements;

e the costs of preparing, filing and prosecuting patent applications, maintaining and enforcing our
intellectual property rights and defending intellectual property-related claims; and

e the costs of continuing to expand our operations.

Accordingly, we may seek additional funding in connection with our continuing operations or business
objectives. Any additional fundraising efforts may divert our management from their day-to-day activities, which may
adversely affect our ability to develop and commercialize any of our approved drugs or drug candidates. We cannot
guarantee that future financing will be available in sufficient amounts or on terms acceptable to us, if at all. Moreover, the
terms of any financing may adversely affect the holdings or the rights of our stockholders and the issuance of additional
securities, whether equity or debt, by us, or the possibility of such issuance, may cause the market price of our shares to
decline. We could also be required to seek funds through collaborations, partnerships, licensing arrangements or otherwise
at an earlier stage than would be desirable and we may be required to relinquish rights to some of our technologies, drugs
or drug candidates or otherwise agree to terms unfavorable to us, any of which may have a material adverse effect on our
business, operating results and prospects.

If we are unable to obtain funding on a timely basis or on attractive terms, we may be required to significantly
curtail, delay or discontinue one or more of our research or development programs or the commercialization of any of our
approved drugs or be unable to expand our operations or otherwise capitalize on our business opportunities, as desired,
which could materially affect our business, financial condition and results of operations.

Raising additional capital may cause dilution to our stockholders, restrict our operations or require us to relinquish
rights to our technologies or drug candidates.

Until such time as we can generate material net cash inflows from our operations, we expect to finance our cash
needs primarily through a combination of public and private equity offerings, debt financings, collaborations, strategic
alliances, licensing arrangements and future revenue monetizations. We do not have any committed external source of
funds, other than our collaborations with CStone and Zai Lab and the license agreements with Clementia and IDRx, the
Royalty Purchase Agreement with Royalty Pharma, and the Financing Agreement with Sixth Street Partners, which are
limited in scope and duration and subject to the achievement of milestones or royalties on sales of licensed products, if any.
To the extent that we raise additional capital through the sale of common stock or securities convertible or exchangeable
into common stock, the ownership interest of our stockholders will be diluted, and the terms of these securities may include
liquidation or other preferences that materially adversely affect the rights of our common stockholders. Debt financing, if
available, would increase our fixed payment obligations and may involve agreements that include covenants limiting or
restricting our ability to take specific actions, such as incurring additional debt, making capital expenditures or declaring
dividends. If we are unable to raise additional funds through equity or debt financings when needed, we may be required to
delay, limit, reduce or terminate our drug development or future commercialization efforts or grant rights to develop and
market drugs and drug candidates that we would otherwise prefer to develop and market ourselves.

If we raise funds through additional collaborations, strategic alliances, licensing arrangements or future revenue
monetizations with third parties, we may have to relinquish valuable rights to our intellectual property, future revenue
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streams, research programs, drugs or drug candidates or to grant licenses on terms that may not be favorable to us. Further,
due to the uncertainty of pharmaceutical development, the high historical failure rates generally associated with drug
development and uncertainty of successful commercialization, we may not receive any regulatory, development, sales-
based milestones or royalty payments under any such collaborations, strategic alliances, licensing arrangements or future
revenue monetizations.

In June 2022, we entered into a Royalty Purchase Agreement with Royalty Pharma, pursuant to which, we sold
our right to receive all of the royalties payable to the Company with respect to net sales by Roche, in all countries besides
China, Hong Kong, Macau, Taiwan (collectively, Greater China) and the U.S., of GAVRETO under the collaboration
agreement, dated July 13, 2020, by and between the Company and Roche, as amended, which we refer to as the Roche
pralsetinib collaboration agreement. As consideration for the arrangement, we received $175.0 million upfront in cash and
may receive up to $165.0 million in contingent milestone payments. However, in February 2023, Roche provided written
notice of its election to terminate the Roche pralsetinib collaboration agreement for convenience. Following the termination
of the Roche pralsetinib collaboration agreement, if the specified net sales milestone thresholds under the Royalty Purchase
Agreement with Royalty Pharma are not otherwise met, we may no longer be eligible to receive any of the contingent
milestone payments under the Royalty Purchase Agreement.

In June 2022, we entered into a Future Revenue Purchase Agreement with Sixth Street Partners, the other
purchasers from time to time party thereto, and Sixth Street Partners as representative for the purchasers, pursuant to
which, we sold our right to receive future royalty payments at a rate of 9.75% on up to $900 million each year of (i)
aggregate worldwide annual net product sales of AYVAKIT/AYVAKYT (avapritinib) and (ii) if it is approved, aggregate
worldwide annual net product sales of elenestinib, but excluding sales in Greater China, subject to a cumulative cap of 1.45
times the upfront invested capital or a total of $362.5 million. In the event that certain revenue targets are not achieved by
specified dates, the royalty rate and cumulative cap shall be increased to 15% and 1.85 times the invested capital (or $462.5
million), respectively. As consideration for the arrangement, we received $250.0 million in cash in July 2022 upon the
transactions closing.

Our level of indebtedness and the terms of the Financing Agreement with Sixth Street Partners could adversely affect
our operations and limit our ability to plan for or respond to changes in our business. If we are unable to comply with
restrictions in the Financing Agreement, the repayment of our existing indebtedness could be accelerated.

Under the Financing Agreement with Sixth Street Partners we have incurred a substantial amount of debt, which
could adversely affect our business. In July 2022, we drew down the senior secured term loan of $150.0 million. The
facility also includes a senior secured delayed draw term loan of up to $250.0 million to be funded in two tranches: (i) a
tranche A delayed draw loan in an aggregate principal amount of $100.0 million and (ii) a tranche B delayed draw term
loan in an aggregate principal amount of up to $150.0 million. We may also at any time request an incremental term loan in
an amount not to exceed $260.0 million on terms to be agreed and subject to the consent of the lenders providing such
incremental term loan. In August 2023, we received the first tranche of the senior secured delayed draw term loan facility
in the amount of $100.0 million in gross proceeds.

Our level of indebtedness could affect our business in the following ways, among other things: make it more
difficult for us to satisfy our contractual and commercial commitments; require us to use a substantial portion of our cash
flow from operations to pay interest and principal, which would reduce funds available for working capital, capital
expenditures and other general corporate purposes; limit our ability to obtain additional financing for working capital,
capital expenditures, acquisitions and other investments or general corporate purposes; heighten our vulnerability to
downturns in our business, our industry or in the general economy; place us at a disadvantage compared to those of our
competitors that may have proportionately less debt; limit management’s discretion in operating our business; and limit our
flexibility in planning for, or reacting to, changes in our business, the industry in which we operate or the general economy.

The Financing Agreement requires us to make certain payments of principal and interest over time and contains
several other restrictive covenants. Among other requirements of the Financing Agreement, we and our subsidiaries party
to the Financing Agreement must maintain a minimum consolidated liquidity of $80.0 million. These and other terms in the
Financing Agreement could restrict our ability to grow our business or enter into transactions that we believe would be
beneficial to our business.
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Our business may not generate cash flows from operations in the future that are sufficient to service our debt and
support our growth strategies. If we are unable to generate such cash flows, we may be required to adopt one or more
alternatives, such as obtaining additional equity capital on terms that may be onerous or highly dilutive, selling assets, or
restructuring debt. Our ability to refinance our indebtedness will depend on the capital markets and our financial condition
at such time. We may not be able to engage in any of these activities or engage in these activities on desirable terms, which
could result in a default on our debt obligations.

Risks Related to Our Dependence on Third Parties

We have entered into collaborations and licenses with our partners for the development and commercialization of
several of our drugs and drug candidates. If our collaborations are not successful, we may not be able to capitalize on
the market potential of these drugs and drug candidates.

We have entered into collaborations and licenses with CStone, Zai Lab, Proteovant, Clementia and IDRx for the
development and commercialization of several of our drugs and drug candidates, and may enter into additional
collaborations and licenses with other third parties in the future. The success of these arrangements will depend heavily on
the efforts and activities of our collaborators and licensing partners. Collaborators generally have significant discretion in
determining the efforts and resources that they will apply to these collaborations. In some situations, we may not be able to
influence our collaboration partners’ decisions regarding the development and collaboration of our partnered drugs and
drug candidates, and as a result, our collaboration partners may not pursue or prioritize the development and
commercialization of those partnered drugs and drug candidates in a manner that is in our best interest. Disagreements
between parties to a collaboration arrangement regarding clinical development and commercialization matters can lead to
delays in the development process or commercializing the applicable drug candidate and, in some cases, termination of the
collaboration arrangement or result in litigation or arbitration, which would be time-consuming and expensive. Licensors
generally have sole discretion in determining the efforts and resources that they will apply to the licensed products.

Collaborations and licenses with pharmaceutical or biotechnology companies and other third parties often are
terminated or allowed to expire by the other party. Any termination or expiration of our collaboration or license agreements
with CStone, Zai Lab, Proteovant, Clementia or IDRX, or of any future collaboration or license agreement, could adversely
affect us financially or harm our business reputation. For example, in February 2023, Roche provided written notice of its
election to terminate for convenience our collaboration agreement for the development and commercialization of
GAVRETO worldwide, excluding the CStone Territory. While we will regain rights to the development and
commercialization of GAVRETO following the effective date of such termination, there can be no assurance that we will
be able to successfully enter into a new arrangement with a third party to collaborate on the development and
commercialization or GAVRETO, or that we will be able to successfully commercialize GAVRETO through our own
organization. Further, following the termination of such collaboration agreement, if the specified net sales milestone
thresholds under the Royalty Purchase Agreement with Royalty Pharma are not otherwise met, we may no longer be
eligible to receive any of the contingent milestone payments under the Royalty Purchase Agreement.

We rely on third parties to conduct our clinical trials. If these third parties do not successfully carry out their
contractual duties, comply with regulatory requirements or meet expected deadlines, we may not be able to obtain
regulatory approval for or commercialize our drug candidates and our business could be substantially harmed.

We do not have the ability to independently conduct clinical trials. We rely on medical institutions, clinical
investigators, CROs, contract laboratories and other third parties to conduct or otherwise support clinical trials for our
approved drugs and drug candidates. We rely heavily on these parties for execution of clinical trials for our drugs and drug
candidates and control only certain aspects of their activities. Nevertheless, we are responsible for ensuring that each of our
clinical trials is conducted in accordance with the applicable protocol, legal and regulatory requirements and scientific
standards, and our reliance on CROs will not relieve us of our regulatory responsibilities. For any violations of laws and
regulations during the conduct of our clinical trials, we could be subject to warning letters or enforcement action that may
include civil penalties up to and including criminal prosecution.

We and our CROs are required to comply with regulations, including GCPs, for conducting, monitoring, recording

and reporting the results of clinical trials to ensure that the data and results are scientifically credible and accurate, and that
the trial patients are adequately informed of the potential risks of participating in clinical trials and
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their rights are protected. These regulations are enforced by the FDA, the Competent Authorities of the Member States of
the European Economic Area and comparable foreign regulatory authorities for any drugs in clinical development. The
FDA enforces GCP regulations through periodic inspections of clinical trial sponsors, principal investigators and trial sites.
If we or our CROs fail to comply with applicable GCPs, 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 marketing applications. We cannot assure you that, upon inspection, the FDA will determine that our
current or future clinical trials comply with GCPs. In addition, our clinical trials must be conducted with drug candidates
produced under cGMPs regulations. Our failure or the failure of our CROs to comply with these regulations may require us
to repeat clinical trials, which would delay the regulatory approval process and could also subject us to enforcement action.
We also are required to register ongoing clinical trials and post the results of completed clinical trials on a government-
sponsored database, ClinicalTrials.gov, within certain timeframes. Failure to do so can result in fines, adverse publicity and
civil and criminal sanctions.

Although we intend to design and sponsor the clinical trials for our approved drugs and drug candidates, CROs
will conduct all of our clinical trials. As a result, many important aspects of our development programs, including their
conduct and timing, will be outside of our direct control. Our reliance on third parties to conduct current or future clinical
trials will also result in less direct control over the management of data developed through clinical trials than would be the
case if we were relying entirely upon our own staff. Communicating with outside parties can also be challenging,
potentially leading to mistakes as well as difficulties in coordinating activities. Outside parties may:

e have staffing difficulties;

e fail to comply with contractual obligations;

e experience regulatory compliance issues;

e undergo changes in priorities or become financially distressed; or

e form relationships with other entities, some of which may be our competitors.

Some of these factors may be beyond our control. These factors may materially adversely affect the willingness or
ability of third parties to conduct our clinical trials and may subject us to unexpected cost increases that are beyond our
control. If the CROs do not perform clinical trials in a satisfactory manner, breach their obligations to us or fail to comply
with regulatory requirements, the development, regulatory approval and commercialization of our approved drugs for
additional indications and our drug candidates may be delayed, we may n